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AID'S ADMINISTRATIVE AND MANAGEMENT 
PROBLEMS IN PROVIDING FOREIGN ECONOM­
IC ASSISTANCE 

TUESDAY, OCTOBER 6, 1981 

HOUSE OF REPRESENTATIVES, 
LEGISLATION AND NATIONAL SECURITY SUBCOMMITTEE 

OF THE COMMITTEE ON GoVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 9:45 a .m., in room 
2154, Rayburn House Office Building, Hon. Jack Brooks (chairman 
of the subcommittee) presiding. 

Present: Representatives Jack Brooks and Dante B. Fascell. 
Also present: Subcommittee staff: David Holt, Robert Moreno, 

and Mary Virginia Heuer, professional staff members; Linda Shel­
ton, office manager; Mary Alice Oliver, secretary; full committee 
staff: John M. Duncan, minority staff director; and Tom Houston, 
minority professional staff, Committee on Government Operations. 

OPENING STATEMENT OF CHAIRMAN BROOKS 

Mr. BROOKS. The subcommittee will come to order. 
Today we resume our review of the Agency for International 

Development's management in providing economic assistance to 
developing countries throughout the world. 

Prior hearings by the subcommittee have focused on the oper­
ation of AID missions and offices overseas and on the adequacy and 
effectiveness of its internal audit capability. 

Over the past two decades the American people have provided 
billions of dollars in economic assistance to needy countries and 
people throughout the world. This assistance has helped in further­
ing the goals of representative government and development of 
sound economic systems. 

However, at a time of Federal budget cutting we must insure 
that the diminishing funds and resources for economic assistance 
are managed in the most efficient and effective manner possible. 

AID has primary responsibility for the difficult task of managing 
our economic assistance programs. Earlier subcommittee reviews 
have indicated some serious problems in this area. GAO has issued 
a number of repQrts describing many management problems. 

Some of the areas we will focus on today are the timelag 
between project design, project approval, and final implementation; 
the ability of AID to effectively monitor host country project imple­
mentation; and the process of reviewing and evaluating projects in 
order to learn what succeeds and what does not. 

(1) 
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The subcommittee really wants to know how the Agency is pres­
ently dealing with these problems. We are also interested in steps 
AID is taking to improve its audit and investigative capability. 

We will hear testimony from a representat ive of the GAO and 
the Administrator of AID. 

Our first witness today is Samuel W. Bowlin, Associate Director 
of the International Division of the U.S. General Accounting Office. 
Our new head of such will be inaugurated at 11 o'clock this morn­
ing. I hope we can make it over there. It will be in the Senate. 

I think he is going to have the Vice President swear him in 
instead of the President. I do not know about that; that is just a 
different procedure. 

Mr. Bowlin has been with the GAO since 1960 and joined the 
International Division in 1964. He assumed his present position in 
1980. He is a graduate of Virginia Commonwealth University and a 
CPA. During his career with the GAO he has received several 
awards. 

Accompanying Mr. Bowlin is John P. O'Carroll, a senior evalu­
ator with the International Division at the GAO. 

Gentlemen, we welcome you here today and look forward to your 
testimony. Mr. Bowlin, you may proceed with your prepared state­
ment. 

STATEMENT OF SAMUEL W. BOWLIN, ASSOCIATE DIRECTOR, 
INTERNATIONAL DIVISION, U.S. GENERAL ACCOUNTING 
OFFICE, ACCOMPANIED BY JOHN P. O'CARROLL, SENIOR 
EV ALUATOR, INTERNATIONAL DIVISION 

Mr. BOWLIN. Thank you, Mr. Chairman. 
I would like to highlight the statement and supply the full state­

ment for the record. 
Mr. BROOKS. We will accept the statement for the record, without 

objection; and the gentleman may proceed as he desires, remember­
ing that Mr. Bowsher is to be sworn in at 11 o'clock. 

Mr. BOWLIN. Thank you. 
We appreciate the opportunity to provide the subcommittee with 

comments on AID's operations relative to the foreign assistance 
program. 

In our testimony today we are emphasizing the results of certain 
of our reviews concerning several AID management practices. 

U.S. efforts to achieve assistance goals have met with successes, 
but improvements can be made in program planning and project 
implementation in our view. 

We see indications that the AID project implementation process 
has slowed down. The amount of obligated but undisbursed funds­
or the pipeline-has increased from about $1.5 billion to about $5 
billion over the last 6 years. 

In our recent review of AID's program to Egypt we found that of 
the more than $357 million committed to a selected group of proj­
ects during the past 6 years only 17.5 percent has been spent. A 
further analysis showed that about 44 percent of the funds obligat­
ed in 1975 and 1976 and only 21 percent of those obligated in 1977 
had been disbursed. Only about 6 percent of the moneys obligated 
in 1979 and none of the 1980 obligations were disbursed as of 
September 30, 1980. 
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We believe such information is symptomatic of AID management 
problems which could cause shortfalls in actual project financing 
and/or delivery of previously committed development assistance. 

With your permission, Mr. Chairman, we would like to place in 
the record brief summaries of a number of studies which we have 
undertaken during the past 3 years on segments of AID operations. 

Mr. BROOKS. Thank you. We will place them in the record, with­
out objection, after your prepared remarks. 

Mr. BOWLIN . I would now comment on some of the problems we 
have reported. The significant pipeline buildup occurs partially 
because of AID's tendency to overemphasize those activities which 
deal with planning, designing, and starting new projects, which 
lessens emphasis on development assistance to recipient countries. 

We discussed this overemphasis in several reports. However, AID 
has been slow in shifting attention to project implementation. 

For example, our 1979 report on development assistance in West 
Africa noted that AID's project design process is complex and time 
consuming. In some cases AID spent 2 to 4 years in project design, 
often with less than intended results. We have noted in general a 
project life can range from 7 to 10 years. 

We have said that the Agency can improve management by 
assuring that more attention is given to major project implementa­
tion requirements. We have pointed out that although AID has 
known of some of the project implementation problems it has not 
concentrated sufficiently on appropriate solutions. 

AID's own studies have shown that because of the relative em­
phasis on obligation of funds project implementation has suffered. 
AID has agreed with our recommendations to reemphasize the 
need for adequate implementation planning and to improve train­
ing for AID staff who plan and implement projects. We understand 
that AID is currently examining ways to improve in this area. 

Often recipient governments lack the management and technical 
resources to plan and provide support for AID-sponsored projects. 
We have determined that long project delays in the Sahel develop­
ment program in West Africa, for example, could be traced to 
inadequate project support from host country governments. 

On a broader scale, we have also reported that the absence of 
effective financial management in developing countries is a major 
obstacle to optimum use of internal and external resources availa­
ble for development in the Third World. 

This year we reported that many projects in one country were 
delayed because the host government failed to provide either full­
time codirectors, adequate staff support, or sufficient logistical as­
sistance. These historical problems continue to slow AID project 
implementation. 

Contracting weaknesses also hamper project implementation and 
thus the delivery of assistance. For example, in 1978 we reported 
that inappropriate or questionable practices during contract negoti­
ations and award were sometimes occurring. 

AID also used noncompetitive contracting exceptions extensively. 
We noted that one-third of the contracts were awarded noncompeti­
tively under the predominant capability exception, largely based on 
justificiations prepared by technical officers. These exceptions were 
seldom challenged by officials at Agency review levels. 
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In March 1981 we reported that contract delays in Egypt oc­
curred because of complicated AID procurement procedures in se­
lecting contractors, the need for host country project implementing 
agencies to learn AID procurement procedures, and the difficulty 
in recruiting U.S. contractors to conduct business there. 

Mr. BROOKS. Excuse me, Mr. Bowlin. I heard on the radio as I 
came in early this morning that President Sad at is now in the 
hospital. 

Please proceed, Mr. Bowlin. 
Mr. BOWLIN. We have stated that AID's reporting system does 

not identify the total amount and the types of commodities pur­
chased for financed projects. Progress has been slow in this area 
because AID has said that procurement is managed separately for 
each project and believes that information on these activities is not 
needed. Specific efforts have been directed to correct some of the 
problems noted, but we believe further attention is warranted. 

Turning to monitoring, it is AID's policy that recipient countries 
undertake the implementation of development assistance projects 
to the maximum extent possible. Greater reliance on host govern­
ment implementation of AID-financed projects does not, however, 
reduce AID's responsibility to assure the efficient use of its re­
sources. Therefore AID project managers retain the responsibility 
to monitor these projects to assure that needed goods and services 
are delivered efficiently and on time. 

Various audits of AID activities conducted in recent years, how­
ever, have shown weaknesses in monitoring projects and in keeping 
abreast of the multitude of contractors and host government agen­
cies. 

In July 1980, for example, we reported that monitoring of project 
implementation continued to be a problem. Problems included lack 
of host country contract audits, inadequate AID postaudits of com­
modity transactions, and limited AID reviews of contractor vouch­
ers prior to payment. 

Our June 1981 report noted that in some cases disaster assist­
ance projects were not adequately monitored, with the result that 
recovery in certain countries suffering from the disasters was ham­
pered. 

A cause for poor monitoring has been the long delays in provid­
ing adequate guidance to the responsible project officers. AID has 
not yet issued complete guidelines. 

In June 1980 it issued guidelines for project officers to manage 
direct AID contracts and grants, but guidelines for the monitoring 
of the significant numbers of host country contracts have not yet 
been issued. 

AID attributes some of its management concerns to staffing prob­
lems in Washington and overseas. We understand that AID expects 
to implement a new position classification soon to encompass its 
diverse personnel. 

The Agency is reviewing many personnel matters, including the 
size of mission staffs, the objective criteria for staffing decisions, in­
house staff training, the need for technical skills, and the assign­
ment of foreign service personnel to Washington. 
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We believe the Agency should also focus on interagency service 
agreements, personnel services contracts, and contracts with pri­
vate firms. 

To conclude, Mr. Chairman, we believe a link can be drawn 
between AID's pipeline and the less than effective use of develop­
ment assistance funds. 

The availability of people is some imes u ed for obligating funds 
and starting projects with not enough emphasis in insuring that 
appropriate use is made of these funds. In. this process however, 
not enough time remains to establish adequate baseline informa­
tion to measure development progress and to identify and correct 
problems to insure that project implementation is adequately car­
ried out and to perform evaluations to verify development progress 
and increase chances of success. Thus, problems which are histori­
cally not unique throughout the developing countries continually 
recur. 

We believe that progress is being made to improve the substance 
and administration of the foreign assistance program. We believe 
the managers in AID are aware of the challenges they face, and as 
noted AID is taking some corrective actions. We are continuing our 
efforts to highlight these challenges and to recommend steps for 
improvement. 

This completes my statement, Mr. Chairman. We would be 
pleased to answer any questions you might have. 

Mr. BROOKS. Thank you very much, Mr. Bowlin. I have some 
questions I will submit, and I will ask you a few of them now. 

To what extent is the growth in the AID pipeline caused by the 
shift of project emphasis to smaller, more numerous new directions 
projects-that is, projects aimed at the poorest of the poor in the 
host countries? 

Mr. BOWLIN. The inventory of AID projects has increased. In 
1975 there were about 1,550 projects, and the inventory increased 
to over 2,000 at the beginning of fiscal year 1981. These numbers 
reflect, in our view, a shift in the AID inventory from capital-type 
projects to the smaller, technical transfer-type projects. 

It is our understanding that these smaller projects require as 
much management attention as the larger projects, and certainly 
this increase in the numbers has contributed to the slowdown. 

I think also that AID has, over this New Directions time frame, 
had a learning curve and has had to gain experience in implement­
ing the smaller assistance projects. 

Mr. BROOKS. Is the learning curve going up or going down? 
Mr. BOWLIN. I think down. I think they have gained from experi­

ence, and we see some progress. 
Mr. BROOKS. And the unspent project funds have grown from 

what?-about $1.5 billion in 1975 to what? 
Mr. BOWLIN. About $5 billion. 
Mr. O'CARROLL. About $1.5 billion in September 1980, and it is 

around $5 billion now. 
Mr. BOWLIN. That number is based on our last analysis. 
Mr. BROOKS. What specific steps would you propose that AID 

take to reduce the 7- to 10-year time period between project design 
and actual implementation? 



6 

Mr. BOWLIN. We believe that AID should involve the host coun­
try more in project design. We believe that some attention needs to 
be shifted to planning for project implementation; shifting some 
emphasis from the design and identification process. We believe 
that AID needs to improve its guidance to the project officers in 
the field and it can better use its prior experience. 

AID has indicated it wants to concentrate more on institution 
building, and we think that would be a plus. 

Mr. BROOKS. What improvements would you recommend to 
insure-that is a loose word, is it not?-to make possible that AID 
projects are properly implemented? 

Mr. BOWLIN. We believe that the monitoring of the projects could 
be improved. We think-to repeat an earlier comment-project 
implementation planning-the planning in the early stages for the 
implementation-COUld improve the chances of success in imple­
menting that project. 

Mr. BROOKS. Would you elaborate on the weaknesses you have 
found within the AID project procurement system? 

Mr. BOWLIN. I would point to a couple of general problems. 
We have noted in recent reports that project procurement prob­

lems, such as planning for commodity needs early in implementa­
tion planning, could be improved. We believe that the host country 
capability co carry out procurement is a weakness that needs to be 
considered during the Agency's efforts to improve its procurement 
policy. 

Mr. BROOKS. Does AID have the capacity to accurately account 
for the funds that are spent on the host country contracts? 

Mr. BOWLIN. It is our understanding that total figures on host 
country contracting are to be available at the missions. We have 
found that oftentimes that is not the case. . . 

We noted an instance wherein an AID auditor asked a mission 
about the numbers of host country contracts and the auditor was 
told that 37 host country contracts existed, and he in fact identified 
105. 

So in terms of the total amount of host country contracting we 
see a gap in AID's information. 

Mr. BROOKS. Will you comment on their performance in deter­
mining whether the original goals of its projects were achieved in 
an evaluation or monitoring of results-of yield? 

Mr. BOWLIN. In 1978, the Foreign Assistance Act included an 
amendment which called for the establishment of an Office of 
Evaluation. AID has established an Office of Evaluation which has 
conducted thus far 26 evaluation impact studies. 

It seems to us that AID is giving more attention to this area. 
Those reports are widely disseminated. 

Mr. BROOKS. Has AID effectively used this evaluation process for 
developing better projects in the future? 

Mr. BoWLIN. We have currently a review of completed projects, 
in the agricultural area, that has just started. One of the elements 
of that review will be to look at AID's lessons learned-how they 
identify successes and weaknesses. 

At this stage we really cannot say how successful AID's evalua­
tion efforts have been, because we have not looked at use of the 
evaluation results. 
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Mr. BROOKS. I have a couple of other questions I will submit and 
you can respond for the record, but one last question: Would you 
elaborate on how AID's overseas employee assignment and t ransfer 
system has affected project implementation? 

Mr. BoWLIN. Certainly to the extent that people are rotated 
overseas and you have turnover of staff in a project cycle which 
can run from a 7- to lO-year time frame, there is going to be some 
loss of continuity. Management will be faced with training and 
retraining of project officers. To that extent, it is going to have a 
negative effect on the ability to implement that project. 

I do not know that we have any solutions to that dilemma to 
offer at this stage. 

Mr. BROOKS. Has AID fulftlled its promise to the Government 
Operations Committee to establish overseas audit offices? 

Mr. BOWLIN. I think maybe AID can respond to that on a more 
current basis. 

Mr. BROOKS. We will ask them. 
Mr. BOWLIN. We have a review in process of the Inspector Gener­

al function . When that report is completed, we will be able to 
answer that more definitively. 

At this stage we ·have indications that the IG may not be able to 
provide sufficient audit coverage. For example, the IG has had 
difficulty establishing an office in West Africa, although our under­
standing is that that has either been recently established or will be 
very soon. 

Mr. BROOKS. Thank you very much, Mr. Bowlin and Mr. O'Car­
roll, for coming down. Thank you very much. 

Without objection, your prepared text and our additional ques­
tions will be included in the record at this point. 

[Mr. Bowlin's prepared statement and submissions to additional 
questions follow:] 
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UNITED STATES GENERAL ACCOUNTING OFFICE 

WASHINGTON, D.C. 20548 

Statement of 

Samuel W. Bowlin 

FOR RELEASE ON DELIVERY 
Expected at 10:00 a.m. 
Tuesday, October 6, 1981 

Associate Director, International Division 

before the 

Subcommittee on Legislation and National Security 

of the 

House Government Operations committee 

on 

AID Operations 

Mr. Chairman and Members of the Subcommittee: 

We appreciate the opportunity to provide the Subcommittee 

with comments on AID's operations relative to the foreign 

assistance program. In our testimony today, we are emphasizing 

the results of certain reviews concerning several AID management 

practices. 

OVERVIEW OF FOREIGN ASSISTANCE 

The Foreign Assistance Act stressed these major development 

assistance goals: 

"assisting the governments and people in developing nations 
to satisfy basic human needs, 

"improving individual standards of living and achieving 
economic growth with equity on a self-sustaining basis, 

"encouraging the development processes in which individual 
civil and economic rights are respected and enhanced, and 

'serving as an instrument of U.S. foreign policy by pro­
viding financial and technical resources to developing 
countries. 
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U.S . efforts to achieve these goal s have met w1 t h s ome succ ess . 

ut in our view . improvements can b e made i n p rogram p l a nn i ng and 

p r o ject implementation . 

We see indications that the AID project i mp lementat i o n process 

has slowed down . More pro jects are being started than are be ing 

completed. Also. the age of obligated. but undisbursed . funds - - or 

the pipeline-- has increased from about $1.5 billion to about 

$5.0 billio n over the last 6 years . In a recent review of AI D's 

progr am commitment to Egypt. we f ound that of the more than 

$357 million committed to a sele ted group of pro j ects during the 

past 6 years . only 17.5 percent has been spent. A further analysis 

showed that. at the end of 1980. about 44 percent of the funds 

obligated in 1975 and 1976 and only 21 percent o f those obligated 

in 1977 had been disbursed. Graphically. only about 6 percent of 

the mon1es obligated for the selected pro jects in that country in 

1979 and none of the 1980 obligations were disbursed as of 

September 30. 1980. We be11eve such informatio n is symptomatic of 

AID management problems which could cause shortfalls in actual 

project financing and/or delivery of previous l y committed 

development assistance. Over the past 3 years. we have reported 

on some factors and problems, which have contributed to slow 

project implementation and the increasing pipeline. With your 

permission. Mr . Chairman. we will place in the record brief 

summaries of a number of studies we unde rtook during the past 

3 years on segments of AID operations . 

Implementation begins when agreements - -either loans or 

grants--are officially signed by U. S . - and recipient-government 

representatives. U.S. funds are then obligated t o finance the 

actions needed to deliver the development assistance. Often. 

3 years or more elapse and extensive Agency resources are us ee 
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while AID--with additional major assistance from u.s. contractors 

and some lesser assistance from the potential recipient 

governments--designs and plans the projects. Once the project 

agreements are signed and U.S. monies are obligated, the 

implementation responsibility primarily shifts to the host 

government. 

I will now comment on some difficulties we have reported. 

OVEREMPHASIS ON PLANNING AND DESIGNING 

The significant pipeline buildup occurs partially because of 

AID's tendency to overemphasize those activities which deal with 

planning, designing, and starting new projects which lessens 

emphasis on delivering assistance to recipient countries. We 

have discussed this overemphasis on planning, designing, and 

obligation of funds in many reports; however, AID has been slow 

in shifting attp.ntion to project implementation. 

For example, our 1979 report on development assistance in 

West Africa noted that AID's project design process is complex and 

time-consuming. In some cases, AID spent 2 to 4 years in project 

design, often with less-than-intended results--the project 

proposals were not necessarily either well-designed or easily 

implemented. In that report, we also recommended that the 

Agency's geographic bureau in Washington as well as the missions 

in West Africa place more emphasis on implementation. We said 

that the Agency can improve management by assuring that more 

attention is given to major project implementation requirements 

--such as planning, contracting, monitoring, and evaluating. 

In a 1980 report, we noted that although AID knew of maJor 

project implementation problems, the Agency had not concentrated 

on appropriate solutions. AID's own studies have shown that 
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bec aus e o f the relative emphasis o n ob l igating funds, project 

implementatio n has tended to suffer . One r eport described 

situations whe r e the absence of, or incomplete, procurement plans 

had led to poo r procurement practices which seriously delayed 

project implementation . Too often, the contractor was ready to 

start, but because vehicles and equipment were not ordered in time 

or the lead times were unrealistic, pro j ect implementation had to 

wait . AID agreed with our recommendat ions to reemphasize the 

need for adequate implementation planning and to improve the 

training of AID staff members who plan and implement projects. 

We understand that AID is currently examining ways to improve in 

this area. 

HOST-GOVERNMENT SUPPORT 

We have also observed another major factor which tends to 

slow project implementation and, thus, increase the overall AID 

pipeline. Often, recipient governments lack management and 

technical resources to plan and provide support f o r AID-sponsored 

pro'ects. In 1979, we determined that long project delays in the 

Sahel Development Program in West Africa could be traced to 

inadequate project support from host-country governments. On a 

broader scale, we also reported that the absence of effective 

financial management in developing countries is a major obstacle 

to optimum use of internal and externa l resources available for 

development in the Third World . In 1978, a n AID c ontractor 

reported that many host countries lacked the capabi l ity to support 

externally initiated development projec ts. This year, we reported 

that many projects in one country were delayed because the host 

government failed to provi de either: 
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--full-time co-directors, 

--adequate staff support, or 

--sufficient logistical assistance. 

These historical problems continue to slow AID project 

implementation. 

CONTRACTING WEAKNESSES 

Much of AID's project implementation in developing countries 

is carried out under contracts and grants with universities, 

non-profit institutions, private voluntary organizations, experts, 

consultants, and commercial contractors. We have identified many 

contracting weaknesses which hamper project implementation and, 

thus, the delivery of assistance. For example, in 1978, we 

reported that inappropriate or questionable practices during 

contract negotiations and awards were sometimes occurring. We 

found that AID technical personnel were too involved in the 

procurement process. AID also uses non-competitive contracting 

exceptions extensively. One-third of the contracts we reviewed 

were awarded non-competitively under the predominant capability 

exception, largely based on justifications prepared by technical 

offices. These exceptions were seldom challenged by officials 

at Agency review levels. 

In March 1981, we reported that contract delays in Egypt 

occurred because of 

"complicated AID procurement procedures in selecting 
contractors, 

"the need for host-country project implementing agencies to 
learn AID procurement procedures, and 

"the difficulty in recruiting U.S. contractors to conduct 
business there. 
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Also, AID has not accumulated certain information that would 

be useful in managing procurement activities. In 1979, our report 

on AID contracting for studies, research, and evaluations pointed 

out that AID needed better information on the amount it spends on 

such activities. Also, in 1980, we stated that AID's reporting 

system does not identify the total amount and the types of 

commodities purchased for financed projects. As a result, AID did 

not know how much it spent for project commodities. Further, AID 

was unable to obtain the benefits associated with standard items 

and the consolidation and advance-purchase of selected common-use 

commodities. Progress has been slow in this area because AID has 

said that procurement is managed separately for each project and 

believes that information on these activities is not needed. 

Specific efforts have been directed to correct some of these 

problems, but we believe further attention is warranted. 

MONITORING 

As we pointed out earlier, it is AID's policy that 

recipient countries undertake the implementation of development 

assistance projects to the maximum extent possible. Greater 

reliance on host-government implementation of AID-financed 

pro j ects does not, however, reduce the Agency's responsibility to 

assure the efficient use of AID resources. Therefore, AID project 

managers retain the responsibility to monitor the implementation 

of these projects to assure that needed goods and services are 

delivered efficiently and on time. Various audits of AID 

activities conducted in recent years, however, have disclosed 

weaknesses in monitoring projects and in keeping abreast of the 

multitude of contractors and host-government agencies. I will 

cite a few examples . 

8 7-392 0 - 8 2 - 2 
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In our March 1979 report on U.S. development assistance 

programs in the Sahel, we noted inadequate monitoring o f projects . 

We recommended that AID require its bur eaus and missions to 

improve project monitoring. We also noted (in another 1979 

report) that inadequate monitoring of study contracts had led to 

unnecessary expenditures and the purchase of commodities which 

could not be used. 

In July 1980, we reported again that monitoring of project 

implementation continued to be a problem. The problems included 

lack of host-country contract audits, inadequate AID post-audits 

of commodity transactions, and linlited AID reviews of contractor 

vouchers prior to payment. 

Our June 1981 report noted that, in some cases, disaster 

assistance projects were not adequately monitored with the result 

that recovery in certain countries suffering from disasters was 

hampered. Another report (in April 1981) described examples of 

inadequate monitoring of AID's health-care projects; and another 

report, in March 1981, cited shortcomings in monitoring agricul­

tural projects in Egypt. 

A cause for poor monitoring has been the long delays in 

providing guidance to responsible project officers. Although 

monitoring guidelines have been under consideration since 1975, 

the Agency has not yet issued complete giudelines. AID has agreed 

that improved monitoring of projects is needed and that 

improvements could not be achieved without clear and definitive 

guidelines. As a result, in June 1980, AID issued guidelines for 

project officers to manage direct AID contracts and grants. 

Guidelines for monitoring the significant numbers of host-country 

contracts are being prepared but have not been issued as of today. 
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We believe improved monitoring of protect implementation should be 

a high AID priority. 

STAFFING 

AID attributes some of its management concerns to staffing 

problems both in Washington and overseas. In 1978, we reported on 

needed changes in AID personnel practices and recommended that the 

Agency evaluate its position classification and foreign service 

systems, and bring some discipline to its personnel rotation 

system. We understand that AID expects to implement a new 

position classification system soon; however, the Agency continues 

to have a unique u.S. direct-hire personnel system which includes 

Senior Executive Service (SES), Presidential Appointee, Chief 

of Mission, Foreign Service and Foreign Service Reserve, General 

Schedule, Administratively Determined, and Wage System personnel. 

Responding to a 1980 Auditor General report on foreign 

service assignments and rotation, the Agency agreed to implement 

many of the recommendations. The Agency, however, resisted 

correcting the problems of long assignments in Washington for 

foreign service personnel, and lengthy periods of time that 

personnel spend on the reassignment complement. 

The Agency is reviewing many personnel matters, including 

(1) the size of mission staffs, (2) the objective criteria for 

staffing decisions, (3) in-house staff training, (4) the need 

for technical skills, and (5) the assignment of foreign service 

personnel to Washington. As part of these efforts to improve 

personnel operations and efficiency, we believe the Agency 

should also focus on interagency service agreements, personnel 

services contracts, and contracts with private firms. 
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LESSONS LEARNED 

In recent years. we have emphasized the need for the Agency 

to better use the lessons learned during the past 3 decades of 

designing. programing. and implementing projects in developing 

countries. We have suggested that AID should increase recipient 

government involvement in identifying. designing. implementing and 

evaluating u.S.-supported projects. In this context. we have 

suggested that AID place greater emphasis on the ability of host 

countries to carry projects through the implementation phase and 

to sustain the recurring costs of generated activities when 

external financing ends. 

AID has established an office of evaluation which. for 

2 years. has consistently reported design and implementation 

problems and has identified lessons AID should have learned in 

managing particular projects. We believe AID's evaluation office 

can contribute significantly to assessing the impact that u.S. 

assistance has on the lives of poor people in developing countries 

and to improving the Agency's way of delivering assistance. 

* * * * * 

To conclude. we believe a causal link can be drawn between 

AID's pipeline and the less-than-effective use of development 

assistance funds. The availability of people is often used for 

obl~gating funds and starting projects and not for ensuring the 

appropriate use of these funds. In this process. however. not 

enough time remains to (1) establish adequate baseline information 

to measure development progress and to identify and correct 

problems: (2) ensure that project implementation. as planned, is 
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adequately carried out; and (3) perform e valuations to verify 

development progress and to increase chances of success. Thus, 

these problems--which are historically not unique throughout the 

developing countries--continually recur. Consequently, 

development projects too often result in less-than-effective use 

of foreign assistance funds. 

We believe that some encouraging progress is being made to 

improve the substance and administration of the foreign assistance 

program . We believe the managers in AID are aware of the 

challenges they face. We are continuing our efforts to highlight 

these challenges. 

This compl~tes our statement, Mr. Chairman. We will be pleased 

to ans~er ~ny q~estions. 
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SUMMARIES 
OF 

SELECTED GAO REPORTS 

1 . MANAGEMENT PROBLEMS WITH AID'S HEALTH­
CARE PROJECTS IMPEDE SUCCESS (10-81-24) 

04/28/81 

Background 

APPENDIX I 

The Agency fo r International Development (AID) is the princi­
ple U.S. Government agency that provides health assistance. Indi­
rectly, the Department of State and many other U.S. Government 
agencies also support international health programs by channeling 
funds to international organizations and programs such as the 
United Nations Development Program. Recognizing that previous 
health assistance programs have not achieved their desired results 
because they concentrated on sophisticated urban-based curatiVe 
measures, the Government shifted U.S . interests to an emphasis on 
preventive health care in the rural areas of developing countries. 
GAO undertook a review of selected AID projects to determine the 
extent greater access to health care services has been achieved 
and the implementation problems which must be overcome to realize 
the long-term goal of improved health. Additionally, it examined 
the prospects of the efforts continuing after AID involvement ter­
minates to ensure effective use of limited resources. 

Findings 

In its review, GAO found that many of the AID projects were 
successful in increasing access to health services, and most were 
successful in achieving their intermediate objectives such as 
training health workers, building fac i lities, administering immun­
izations, and providing initial stocks of medicine . However, 
problems were encountered during project implementation that 
involve logistic support management overs1ght and improve evalua­
tion. These problems raise questions about the prospects of 
achieving the long- term health goals of the projects. Conse­
quently, AID needs to become more i nvolved in manasing project 
implementation and lending more assistance to recipient countries 
in resolving the obstacles they frequently encounter . 

Recommendations to the agency 

The Administrator of AID should instruct mission directors 
and health officers to taka a more active role in monitoring and 
managing health projects . 

The Administrator of AID should insist that periodic manage­
ment reviews be completed regardless of the stage of project 
implementation. 
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The Administrator of AID should insure compliance with pro­
cedures which require periodic progress reports on the imple­
mentation of health projects, identifying actual or anticipated 
difficulties and the proposed remedies. 

The Administrator of AID should require a more critical, 
realistic, and continuing analysis of the ability and willingness 
of host countries to continue providing financial and technical 
support when external assistance ends. 

2. POOR PLANNING AND MANAGEMENT HAMPER EFFECTIVE­
NESS OF AID'S PROGRAM TO INCREASE FERTILIZER 
USE IN BANGLADESH (10-81-26) 

03/31/81 

Background 

The Agency for International Development (AID) has undertaken 
a project to improve the supply and distribution of fertilizer in 
Bangladesh. The aim of the project is to ' help Bangladesh meet its 
goal of achieving foodgrain self-sufficiency by 1985. GAO 
reviewed project planning and implementation. 

Findings 

Some progress has been made to improve fertilizer distribution 
and use, but the project has not achieved its goal of an annual 
lS-percent increase in fertilizer sales. Fertilizer imports have 
not been adequately planned and coordinated with domestic fertili­
zer production and storage capacity. The project's new marketing 
system has made limited progress in improving farmer access and 
reducing distribution costs. Construction of storage facilities 
is significantly behind schedule, and those warehouses which haVe 
been built are fewer and smaller than planned. Plans to provide 
bulk-handling facilities have not been adequately planned. Plans 
by AID to purchase portable bagging machines for bulk fertilizer 
imports may duplicate similar efforts planned by another agency. 
Current fertilizer imports are not sufficient to justify the 
machines. 

Recommendations to the agency 

The Administrator of AID should act to establish procedures 
and requirements calling for collaborative project efforts among 
the contractor, the host government, and the AID mission and pro­
viding a mechanism to speed the approval process, resolving dif­
ferences as they occur. 

The Administrator of AID should act to coordinate and inte­
grate current AID plans for providing temporary bagging machines 
with similar efforts of the International Fund for Agricultural 
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Development. including securing appropr iate c ommitments from the 
host government and other donors for ef f ective equipment use. 

The Administrator of AID should encourage and assist t he Gov­
ernment of Bangladesh to (1) systematically collect information 
on dealer functions and coverage under the new marke ting system 
and use this data to help make necessary changes to ensure that 
farmers have equal access to available fertilizer when needed: 
(2) determine how the dealer discount policy should be revised or 
modified to more accurately reflect actual project and overhead 
costs to dealers and to allow a reasonable profit: and (3) gradu­
ally remove officially administered retail sales prices. as long 
as doing so would not reduce the equal access of fertilizers to 
all farmers. 

The Administrator of AID should assist and encourage the Gov­
ernment of Bangladesh to: (1) employ a more systematic approach 
for planning imports. one that gives proper weight to factors of 
fertilizer supply and demand in a way that is responsive to chang­
ing conditions; (2) pursue a diammonium phosphate (DAP) marketing 
strategy to include more widespread and consistent informational 
promotion. on-farm experiments to demonstrate the advantages of 
using DAP. and consideration of price incentives to purchase and 
use DAP: and (3) develop reliable. nationwide data on the most 
effective types. proportions. and combinations of fertilizer to 
use on the main crops grown in Bangladesh. 

3. U.S. ASSISTANCE TO EGYPTIAN AGRICULTURE: 
SLOW PROGRESS AFTER 5 YEARS (ID-81-19) 

03/16/81 

Background 

Agriculture has traditionally been a mainstay of the Egyptian 
economy. In 1975. the Agency for International Development (AID) 
undertook a high-level development effort aimed at helping the 
government of Egypt increase agricultural production. The high 
level of U.s. assistance to Egypt is based on the belief that 
President Sadat's peace initiatives are crucial and that his 
effort will be supported and enhanced by a strong and growing 
economy ~hat is able to meet the Egyptian people's basic needs and 
expectacions for a better life. To assess the progress of the 
Egyptian agricultural assistance program and identify how program 
impact could be improved. GAO undertook a review of the a~sistance 
that the United States has provided to Egyptian agriculture since 
1975. 

Findings 

Although AID has committed more than S357 million to proJects 
aimed at increasing food and agricultural production in Egypt, 
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only ~61.8 million of these funds has been spent, and the impact 
of the projects on Egyptian agriculture has been negligible. 
Problems in project implementation which have caused slow progress 
include: contracting delays: insufficient Egyptian support: 
inadequate AID monitoring: and the lack of staff and expertise of 
some U.S. contractors, including universities. Even with speedy 
project implementation, the program's impact will be limited 
unless policy changes, which provide an environment for agri­
cultural development, are undertaken and unless more attention is 
given to developing an extension service capable of delivering the 
technology now being developed. 

Recommendations to the agency 

The Administrator of AID should require that a formal under­
standing be reached and incorporated into future Commodity Import 
program agreements, thereby outlining Egyptian ,Government plans to 
address agricultural and other economic policy concerns and assess 
the effects of U.S.-financed imports on local producers and on 
Egyptian development. 

The Administrator'of AID should (1) clearly define AID project 
officers' monitoring responsibilities, including relations with U.S. 
contractors and Egyptian officials and periodic visits to project 
sites: (2) clearly assign responsibility for coordinating with. 
other donors on specific projects: (3) assist Egyptian ministries in 
understanding and applying established U.S. procedures and regula­
tions which affect project implementation. 

The Administrator of AID should work with the Egyptian govern­
ment to establish the necessary authorities and procedures to 
insure the timely processing of AID-financed commodities through 
Egyptian customs. 

The Administrator should take action to cause programers of 
future development projects, particularly agricultural projects in 
Egypt, to fully use and consider AID's extensive experience and 
all available information in designing those projects. This 
effort should be directed to developing ways to minimize the costs 
of potential implementation problems. 

The Administrator of AID should initiate actions to reassess 
the optimal degree of u.S. university involvement in U.S. agri­
cultural development programs in Egypt. In making this assess­
ment, consideration should be given to the problems affecting 
current university performance and the universities willingness 
and ability to alleviate those problems in assisting in future 
projects. GAO further recommends that AID, in establishing future 
levels of project assistance to the agriculture sector, thoroughly 
consider whether the Egyptian ministries responsible for project 
u~lementation have the ability to effectively absorb the addi­
tional assistance programed. 
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The Administrator of AID should require that the developmental' 
strategy for future u.s. agricultural assistance to Egypt be 
revamped to include a concentrated. organized effort to develop a 
method for effectively transferring technology to the Egyptian 
farmer. 

4. INTERNAL CONTROL AT AID MISSIONS (FGMSD-81-5) 

10/10/80 

Background 

survey results are presented of accounting controls over 
revenue and expenditure transactions at seven Agency for Inter­
national Development (AID) missions in Latin America and the 
Caribbean. ~~ere potential weaknesses were indicated. selected 
transactions were tested to determine if the weaknesses existed: 
no attempt was made to establish their extent or the precise 
corrective actions needed. 

Findings 

The survey disclosed weaknesses in internal controls over 
accounts receivable. cash collections. and imprest funds. It was 
noted that a need exists for increased internal reviews. Since 
survey results were discussed with responsible accounting station 
officials who initiated or pro~ised corrective action. formal 
recommendations were not made. However. it is suggested that the 
Director. AID. follow up on the adequacy of the corrections. and 
that he consider the deficiencies noted during any future account­
ing system design efforts. 

5. AID SLOW IN DEALING WITH PROJECT PLANNING 
AND IMPLEMENTATION PROBLEMS (10-80-33) 

07/15/80 

Background 

The Agency for International Development (AIC) finances hun­
dreds of millions of dollars annually in the procurement of 
commodities for foreign aid projects for developing countries. 

Findings 

Problems in planning procurements and monitoring project 
implementation still exist. Despite recommendations by GAO and 
others . including AID management teams. to improve project moni­
toring effectiveness: (1) project milestones are still not being 
met effectively. and (2) identified management problems are not 
being attended to properly. Celays in ordering and receiving 



project commodities occur because AID management has not ade­
quately planned procurements , project officers are not adequately 
t r ained in procurement and supply management matters, and AID has 
not issued clear instructions on project implementati on. Unneces­
s a ry procurement costs are incurred because AID does not have 
information on the total amount and the types of con~odities pur­
chased for financed projects. As a result, AID is not able to 
obtain the benefits associated with the standardization of items 
used on projects and the consolidation and advance purchase of 
selected common-use commodities. For some tYFes of commodities, 
GAO identified uneconomical expenditures in excess of ~600,OOO 
that could have been avoided through closer management of corrmod­
ity procurement . AID officials recognize the problems; however, 
action to improve planning and pr oject monitoring has been s l ow. 

Recommendations to the agency 

The Administrator of AID should assure that the geographic 
bureaus increase efforts for finding solutions to problems that 
continue to inhibit the process of del i vering economic assistance 
to developing countries, and assure that studies undertaken for 
that purpose produce usabl e products . He should direct those 
responsible for agencywide coordination to follow up on such 
efforts, including speedy issuance of adequate monitoring guid­
ance. He should reemphasize the need for adequate project plan­
ning. including development of time-phased. procurement plans and 
schedules, at the earliest possible stage in the project design 
process i n clear and explicit guidance to AID personnel responsi­
ble for project design and approval. The Administrator should: 
establish a procedure to assure that AID project officers going 
overseas receive mandatory training in procurement. contracting. 
and supply-management matters; establish an accounting and report­
ing system that includes systematic collection and analysis of 
information on project commodities for commodity-management pur­
poses; authorize pilot experiments for seeking more prudent and 
economical procurements of AID-financed commodities through wider 
application of recognized procurement principles; and enforce 
appropriate price checks of project commodity purchases. 

6. COOPERATION IN AGRICULTURAL ASSISTANCE: 
AN ELUSIVE GOAL IN INDONESIA (10-80-29) 

06/11/80 

Background 

The United States channels its foreign aid to developing coun­
tries through a variety of assistance organizations. To some 
extent, a concerted integrated development effort focused on the 
priority needs of developing Third World countries has not been 
achieved. GAO performed a case study assessing the nature and 
extent of foreign donor and recipient cooperation in the agricul­
tural development of Indonesia. Much of the U.S. assistance to 



Indonesia for the past 10 years has been aimed at developing the 
country's long-term food production potential and reducing its 
dependence on imported rice. Setting specific priorities has been 
diff~cult because the country's problems are complex. facts are 
often uncertain, and appropriate strategies are not always appar­
ent. 

Findings 

GAD found that none of the necessary coordination arrangements 
has operated effectively. Foreign donors recognize the Indonesian 
Government's responsibility for formulating its own development 
plans. However, the Government planning agency has not fulfilled 
its responsibilities for assistance coordination on a sector 
basis. Opportunities for donor/host-government discussion and 
analysis of agricultural aid programs have been limited. U. S. 
officials have advocated a stronger leadership role for the World 
Bank. but the Bank has not assumed this role because of opposition 
from some bilateral donors. Weak coordination has resulted in the 
lack of a focused and concerted donor effort: independent donor 
efforts seldom interrelate or reinforce each other. 

Recommendations to the agency 

The Secretary of the Treasury. working with the Director of 
the International Development Cooperation Agency. should direct 
the U.S . Executive Director to the World Bank to pursue with Bank 
officials the need for the Bank. in concert with other donors. 
to: (1) seek a more active role in coordinating donor assistance 
programs and in encouraging the Government of Indonesia to promote 
effective coordination including periodic sector-level. problem­
oriented discussions among donors: (2) promote Indonesian efforts 
to achieve closer interagency and provincial cooperation oriented 
toward more precisely defined development priorities and toward 
focusing assistance on these priority needs: and (3) assess ways 
to improve Indonesia's absorptive capacity. and base increases in 
future Bank program levels on substantive steps to reduce absorp­
tive problems. Also. the Secretary of the Treasury should direct 
the U.S. Directors to both the World Bank and the Asian Develop­
ment Bank to promote early information sharing on proposed bank 
activities so that U.S. officials will have the necessary time to 
evaluate the relationships between Bank programs and U.~. 
bilateral programs. The Secretary of State and the Director of 
the International Development Cooperation Agency should re­
emphasize to other bilateral donors the need for both increased 
information sharing and their participation in effective coordi­
nation. Finally. the Director of the International Development 
Cooperation Agency should see that multilateral development bank 
loans undergo cross-program review within the Development Coordi­
nation committee to promote mutual reinforcement among the various 
assistance efforts within specific countr i es. 
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7. U.S. EFFORTS TO EDUCATE AND TRAIN 
THE POOR IN DEVELOPING COUNTRIES (10-80-18) 

05/05/80 

Background 

Since 1960, the United States, through the Agency for Inter­
national Development (AID) has programmed over ~3 billion to 
improve education and human resources in developing countries. 
Over the past decade Congress has been concerned about the 
extent to which U.S. assistance reaches the poor in developing 
countries. Despite a strategy developed in 1973 requiring that 
U.S. assistance meet the basic human needs of the poor, including 
education, AID has not yet completed an agencywide policy for 
education and human resources program guidance. 

Findings 

AID faces many obstacles in attempting to improve the educa­
tion of the poor in developing countries. Recipient governments, 
and often the poor people themselves, do not commit resources 
needed to implement the U.S. sponsored projects. Problems haVe 
been encountered in supplying and maintaining learning materials 
to users in remote areas and in capital cities. AID had not 
effectively recorded and used its 20 years of experience in 
designing, programming, and implementing education and human 
resource projects. Many development problems encountered current­
ly are similar to previous experiences, but the AID management 
system did not adequately reflect these experiences in an easily 
accessible, usable form. Although about 190,000 people have 
traveled to the United States and other countries since the late 
1940's for training, a shortage of qualified local people contin­
ues to hinder development projects in many countries. This short­
age stems from the impact of the "brain drain," or the exit of 
skills from developing countries. AID could not fully support 
its position that less than 1 percent of the sponsored training 
participants do not return home. It has been estimated that as 
many as half of all participants were not included in statistics 
representing those reported returning home after completing 
training abroad. Furthermore, AID does not adequately follow 
up on participants to evaluate their contributions to development 
and the impact of U.S. spending UPO" the poor. 

Recommendations to the agency 

The Administrator of AID should: increase recipient­
government involvement in identifying, designing, implementing, 
and evaluating U.S. supported projects; place greater emphasis 
on the host country's ability to carry projects through the 
implementation phase and to sustain recurring costs; encourage 
joint planning and execution of education related programs 
among all donors: assure that program planners obtain SUbstantive 
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information on experiences gained in prior and ongoing education 
proJects that directly relate to current programs; prepare addi­
tional guidance for program planners to obtain needed information 
in such areas as the effects on the poor; and establish procedures 
for exchanging plans. programs. and proJect designs among the 
various functional sectors to assure coordination and development 
of the best program and country strategies. GAO further recom­
mended that an agencywide system of accountability of arrivals in. 
and departures from. the United States. as well as the application 
of training received. be developed for overall management and 
eval uation of the participant training program. 

8. TRAINING AND RELATED EFFORTS NEEDED TO IMPROVE 
FINANCIAL MANAGEMENT IN THE THIRD WORLD (10-79-46) 

09/20/79 

Background 

To identify the causes of inadequacies in the developin9 coun­
tries' ability to establish sound financial management in the 
public sector. GAO visited five countries in Latin America. 
includin9 some of the more developed and some of the lesser 
developed countries. Using the results of this study GAO held a 
symposium on the need to improve financial management and the 
whole spectrum of public administration in developing country 
goverments. 

Findings 

The major weakness in government accounting in the countries 
GAO visited is a lack of integrated financial information. pro­
duced in a timely manner that can be used as a management tool 
in decisionmaking. Comptroller General offices in these countries 
have traditionally emphasized precontrol or postcontrol voucher 
audits. These audits. primarily concerned with the legality of 
transactions. place little or no emphasis on financial controls. 
management systems. program evaluations. or the economy and effi­
ciency of operations. The relatively small number of trained and 
experienced people in developing countries are often reluctant to 
work for the government. because of the low pay and ineffective 
civil service systems which neither protect career employees from 
political actions nor provide for merit promotions. Training 
offered by institutions in developing countries in financial 
management and control is often inadequate and of poor quality. 
Two of the bi9gest problems in this area are an insufficient 
supply of qualified, full time faculty members and a shortage of 
current textbooks and teaching materials translated into the local 
language. Assistance is needed to strengthen developing countries 
in improving financial management in 90vernment; however. agree­
ment on the measures to insure these improvements is also 
required. 



Recommendations to the Congress 

Congress should amend the foreign assistance act to read as 
follows, "It is the sense of the Congress that improvement of 
governmental financial management should be given a higher 
priority within the development process. More of the development 
assistance resources being made available to Third World countries 
should be directed toward improving financial management capabili­
ties through more effective training and technical assistance in 
this field." 

Recommendations to the agency 

The Director. International Development Cooperation Agency 
along with the Administrator. Agency for International Develop­
ment. should act to improve the financial management in developing 
countries by cooperating more fully with other major donors. such 
as the U.N. organizations and multilateral development banks, in 
an effort to strengthen regional and national institutions that 
provide financial-management training to Third World countries; 
determining. at the time of authorizing assistance projects and 
programs. to what extent the developing-country implementing 
agency requires training and technical assistance in general 
management, in order to carry out the U.S. assisted effort; 
strengthening the U.S. capability to plan. program. and assist in 
implementing financial-management programs and projects; instruct­
ing U.S. representatives and delegates to international organiza­
tions and other forums to emphasize the benefits to be gained by 
improving financial management in developing countries and 
encourage that the necessary resources be directed toward this 
objective; and convening an international symposium or workshop of 
major donors and recipients. at the earliest opportunity. to 
launch a coordinated effort for instituting a financial-management 
improvement program to remove this major obstacle to development. 

9. U.S. DEVELOPMENT ASSISTANCE TO THE SAHEL-­
PROGRESS AND PROBLEMS (ID-79- 9) 

03/29/79 

Background 

The Agency for International Development (AID) is participat­
ing in a long-term effort to help the peoples of eight Central and 
west African countries (called the Sahel) project themselves from 
the vagaries of nature by providing assistance in the achievement 
of some measure of economic and social development. Since 1974. 
AID has provided ~374 million. of which ~135 million was used for 
food assistance. 



Findings 

AID lacks a current regional development strategy identifying 
what it wants to accomplish in the Sahel and outlining clearly how 
to achieve its objectives. A better working arrangement between 
the Sahel development planning team, responsible for overall 
regional issues, and those field missions responsibe for country 
activities is necessary. The AID delivery rate is slow and 
improvements in project management are needed. The AID design 
system also requires substantial improvement. AID needs to make 
a greater effort to link food assistance to the long-term develop­
ment of the Sahel to achieve dual humanitarian and development 
obJectives. 

Recommendations to the agency 

The Administrator of AID should: emphasize the implementa­
tion phase of development assistance: establish procedures to 
shorten the design and approval process and provide for more 
timely initiation of development projects: giv~ special considera­
tion to the methods for managing regional development projects and 
defining the relationships between regional management systems and 
bilateral country missions: and use food assistance allocated to 
the Sahel countries more effectively . 

10. EFFORTS TO IMPROVE MANAGEMENT OF U.S. FOREIGN 
AID--CHANGES MADE AND CHANGES NEEDED (10-79-14) 

03/29/79 

Background 

The Agency for International Development (AID) has improved 
the management of its worldwide programs, but its efforts should 
be intensified to assure that the U.S. economic development 
assistance objectives are effectively achieved. 

Findings 

AID has improved its process for drawing up ana evaluating 
its annual operating expense budget prior to submission to the 
congress. However, the question of proper grade levels for Bureau 
controllers and the size and makeup of their staffs needs to be 
resolved. Although AID has taken several steps to improve 
property management, frequent staff turnovers and vacancies hamper 
the ability of the missions to comply with the new regulations. 
The most serious problem is lack of control by management over 
nonexpendable property. AID is improving internal controls over 
outstanding travel advances. AID is placing greater emphasis on 
awarding grants and contracts on a competitive basis and giving 
more consideration to firms owned by minorities and women. The 
AID policy to review annually the economic status of countries 
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with significant outstanding loans balances with potential renego­
tiation for accelerated loan repayment in mind has not been 
carried out aggressively. Neither has AID developed adequate cri­
teria for identifying countries economically capable of accelerat­
ing repayment of outstanding concessional loans. 

Recommendations to the agency 

The AID Administrator should. (1) define the role and 
authority of geographic Bureau Controllers, justify their grade 
levels, and ascertain their staffing requirements: (2) institute a 
policy which would apply Washington oversight controls over mis­
sions unable to control administration of their missions because 
of staff turnover, personnel absences, or staff shortages: 
(3) develop policies and procedures to minimize the negative 
effect of staff turnover, staff absences, and failure to have 
knowledgeable personnel at missions at all times: (4) require 
that established travel regulations are implemented uniformly 
worldwide: (5) intensify training for project officers in the 
overseas missions to assure that contract and grant procedures can 
be properly applied: (6) require close monitoring of the accele­
rated loan repayment policy: (7) encourage a dialogue relative to 
seeking early repayment of concessional loans made to European 
countries by predecessor agencies: (8) require that close monitor­
ing be maintained over efforts made at overseas posts to support 
full adherence with the Bellmon Amendment provisions: and 
(9) develop guidelines to help missions determine wh~t constitutes 
adequate storage facilities for comparison with less~deve~oped 
countries' actual inventory of storage facilities. 

11. AGENCY FOR INTERNATIONAL DEVELOPMENT NEEDS TO 
STRENGTHEN ITS MANAGEMENT OF STUDY, RESEARCH, 
AND EVALUATION ACTIVITIES (10-79-13) 

02/12/79 

Background 

GAO examined the management of contracts and grants issued by 
the Agency for International Development (AID) for study, research, 
and evaluation activities. During fiscal year 1977 and 1978, AID 
obligated $109 million and $90 million for services from contrac­
tors. The amount projected for fiscal 1979 was $105 million. 

Findin9s 

Some categories of AID-funded studies and research were not 
included in fiscal year 1979, such as host-country technical 
services (about $600 million), support of the international agri­
culture research centers (about $19 million), and research com­
ponents of development projects. AID cannot readily determine the 
full amount it spends for studies, research, and evaluations 
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because its management reporting sys t ems are not designed to pro­
vide this information. AlD does not: g~ve adequate consideration 
to the information already available to the U.S. Government before 
contracting for more studies and research; assure itsel f that it 
has received products contracted for: nor systematically dissemi­
nate its information to others within AID and the Government. 
These conditions may lead to buying information already available 
to the Federal Government and to a reduct i on in the impact on AID 
programs. 

Recommendations to the agency 

The AID Administrator should: require that AID ' s management 
information system identify research and study efforts and their 
costs: require responsible officers to certify that available 
information has been obtained, analyzed, and considered before 
contracts or grants for studies and research are authorized: 
expand coordination and information exchange within AID and with 
other Federal agencies and donors: act to assure that AID managers 
exercise appropriate surveillance over contractor activities, and 
complete and use properly contractor performance evaluation 
reports: and require that appropriate information on AID-funded 
studies and research be sent to the National Technical Information 
Service and the Smithsonian Science Information Exchange. 

12. NEED TO IMPROVE AID'S PROJECT MANAGEMENT AND 
CONTRACTING PRACTICES AND PROCEDURES (10-78-22) 

03/14/78 

Background 

Selected contracts and grants awarded by the Agency for 
International Development (AID) were examined to evaluate the 
planning of procurement requirements, compliance with procurement 
regulations, and monitor~ng and control of contracts. 

F~ndings 

The development of requirements for proposed procurements was 
not given sufficient attention because of AID's haste in making 
awards. This sometimes resulted in delays in implementing con­
tracts and contract modifications. AID sometimes used inappro­
priate or questionable contracting practices in the negotiation 
and award phase of the procurement process. Procurement poliCy 
calls for maximum competition but allows for noncompetitive 
negotiations under specified circumstances. AID used these 
exceptions rather extensively, and Justifications for these excep­
tions prepared by the technical offices were seldom challenged by 
review levels of the agency. Several contracting officers stated 
that the technica l offices and bureaus became too involved in the 
procurement process, and this limited competition. The technical 
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offices and contract office should work as a team in the procure­
ment process. Weaknesses in contract and grant monitor4ng led to: 
failure by a contractor to fulfill the contract objective, a 
change in cont~act scope, work on contracts after expiration 
dates, and contract-incurred cost in excess of the authorized 
amount. 

Recommendations to the Congress 

The Administrator of AID should: closely monitor the imple­
mentation of the October 1977 directive to ensure that corrective 
actions are taken; establish criteria defining the conditions when 
the impairment of foreign assistance objectives exception can be 
used : and eliminate weaknesses identified in the report, particu­
larly those relating to AID's monitoring of contracts and grants. 
(HTW) 

13. IMPROVED MANAGEMENT NEEDED OVER THE AGENCY FOR 
INTERNATIONAL DEVELOPMENT'S OPERATING COSTS 
(10-78-15) 

02/14/78 

Background 

The Agency for International Development's (AID) operating 
expenses for administrative and overhead costs have been of 
increasing concern to the Congress in recent years. AID fiscal 
year 1978 operating expense budget totaled $233.8 million. 

Findings 

AID operating expense budgets are formulated without adequate 
reviews of overseas missions' budget requests. Washington offices 
responsible for reviewing overseas operating expenses lack suffi­
cient p.ersonnel and information to make effective evaluations. 
Operating expense funds are sometimes used for questionable or, in 
some cases, unauthorized purposes, often because of the failure of 
AID officials to follow applicable policies. Deficiencies found 
in property management in Washington werel incomplete property 
records, failure to conduct physical inventories since 
June 30, 1974, and inadequate guidance to personnel. Deficiencies 
found overseas were: incomplete records, failure to establish 
authorized type and quantity of property items, and failure to 
conduct utilization reviews to ascertain equipment needs. These 
weaknesses could waste public funds through unnecessary procure­
ment and misuse or loss of Government property. 

Recommendations to the Congress 

The AID Administrator should make certain that: headquarters 
thoroughly and critically reviews and analyzes operating expense 



32 

budgets of AID missions overseas before they are submitted to the 
congress. the regulations and procedures governing the expenditure 
of operating expense funds are fully complied with. and an effec­
t i ve management and control system is established and maintained 
over AID's property and equipment. 

14. U.S. STRATEGY NEEDED FOR WATER SUPPLY 
ASSISTANCE TO DEVELOPING COUNTRIES (10-81-51) 

08/25/81 

Background 

A review was conducted of water resources development activi­
ties and problems in developing countries. especially those prob­
lems associat ed with providing community water supplies. The 
United States has not developed water policies and strategies 
despite the fact that much of the billions of dollars in financial 
support for developing country water projects emanates either 
directly or indirectly from the United States. 

Findings 

Numerous problems and constraints limit the progress that 
developing countries can make toward the United Nations' (UN) goal 
to provide clean water and adequate sanitation for all by the year 
1990. These major constraints involve funding; institutional and 
manpower needs; concentration of assistance in urban areas. even 
though the rural poor are in greatest need; and problems in main­
taining facilities. Funding assistance needed will have to more 
than double and developing countries would have to double their 
own funding just to meet the minimum needed to meet the UN goal. 
Even if sufficient funds are provided, developing countries would 
not be able to use the funds efficiently and in time to meet the 
goal because of a lack of trained Fersonnel. Most of the projects 
to date have been in urban areas. However, about 70 percent of 
the population in developing countries live in rural areas. Since 
developing countries decide themselves where the projects are to 
be located, the donors need to exert influence to ensure that the 
rural areas receive at least a portion of the assistance given. 
Further, information is not systematically generated to apprise 
host governments and aid donors water supply maintenance problems 
and projects which need rehabilitation. Such information could be 
helpful in deciding how to make the best use of available funds 
for increased access to water supplies by poor people of develop­
ing countries. 
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15. COORDINATING U.S. DEVELOPMENT ASSISTANCE: 
PROBLEMS FACING THE INTERNATIONAL DEVELOPMENT 
COOPERATION AGENCY (10-80-13) 

02/01/80 

Background 

Substantial changes have occurred in the activities and pro­
grams affecting development in Third World countries in the last 
decade. These changes and the increasing roles of non-aid agen­
cies in development activities have caused authority for develop­
ment programs to be widely dispersed among Federal Goverrunent 
agencies and committees. The International Development Coopera­
tion Agency (IDCA) was created to improve coordination of these 
activities. 

Findings 

The three major changes which particularly affect the coor­
dination problem are (1) a shift from U.S. bilateral aid toward 
more emphasis on multilateral assistance: (2) a shift from program 
assistance and integrated country planning toward more emphasis on 
project assistance: and (3) the increasing importance of non-aid 
activities such as trade and foreign investment. The creation of 
IDCA represents progress toward establishing an independent coor­
dinator, but it is uncertain whether the agency can establish a 
separate, independent identity. The agency's director has the 
lead responsibility for the U.S. development policy in specified 
international organizations, and for development policy toward 
multilateral banks. However, its creation does not significantly 
affect the Government's ability to coordinate policies and pro­
grams on a country rather than a project basis nor does it affect 
much the development coordinator's ability to influence non-aid 
issues. While the new organizational arrangements could effect 
some improvement in the authority of the development coordinator, 
his power will remain limited. Therefore, the quality of the per­
formance of the Agency Director and his staff will be critical to 
the success of the organization. 

Recommendations to the agency 

The IDCA should: place primary reliance on activist, 
informed staff to perform the coordination task, rather than rely­
ing mainly on a committee structure: seek the allocation of 
additional staff resources, increase its capability to do macro­
economic analyses, and nominate the alternate U.S. Executive 
Directors of the multilateral banks: establish contingency funds 
to improve its responsiveness to unforeseen requirements and 
opportunities: use annual development strategy statements to 
develop explicit U.S. views on the division of labor among those 
agencies managing bilateral and multilateral development programs: 
strengthen its claims to authority as the development coordinator 
by building a record of excellence in a few priority areas. The 
Director, I DCA, in cooperation with the Department of State, 
should serve as conference coordinator for major conferences deal­
ing with North-South issues and should play a major role in the 
delegations to such conferences. It is further recommended as a 
minimal change with respect to Title III of P.L. 83-480, the 
Agency and/or the Agency for International Development should have 
final responsibility--not subject to veto by other agencies: 
(1) to review and approve Title III program proposals: and (2) to 
monitor program implementation. 
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Questions and GAO Responses Submitted For the Record 

1. What problems have you found with AID's observance of competitive contracting 
practices and what suggestions for improvement would you offer in this regard? 

In 1978 we reported that inappropriate or questionable practices 
were sometimes occurring during contract negotiations. We found AID 
technical personnel were, at times, too involved in the procurement 
process. We recommended that AID establish criteria defining conditions 
when the e~ceptions to normal procurement procedures can be used. 

2. How could AID improve their project commodity purchasing operation? 

AID could attempt to compile better information on the amounts and 
types of commodities purchased for projects. If AID had information on 
how much it spends on project commodities, it would be in a position to 
take action to consolidate purchases or advance-purchase selected common­
use commodities. 

3. How specifically would you suggest that AID improve and accelerate project 
implementation? 

We believe AID should emphasize host country involvement in design and 
shift attention to implementation of projects. As indicated in our state­
ment. AID needs to improve guidance to project officers and streamline the 
design and approval requirements. 
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Mr. BROOKS. Our next witness will be the Honorable M. Peter 
McPherson, Administrator for AID. 

Mr. McPherson, if you will excuse me I will go make that vote 
and come right back. Then we will proceed with your testimony 
and that of your associate. 

Mr. MCPHERSON. Of course, Mr. Chairman. 
Mr. BROOKS. We will explain then that we do not blame you for 

everything that happened before you got here, but there is no 
excuse for continuing the mess the administration talked about all 
during the campaign. 

Mr. MCPHERSON. We will get it straight, Mr. Chairman. 
Mr. BROOKS. We will be right back. 
[Recess taken.] 
Mr. BROOKS. "CBS News" just reported, very sadly and without 

the best of confirmation, that Mr. Sadat is dead. We do not have 
any further confirmation on that; CBS just put it on television. 
They could be wrong. 

Well, the AID program in Egypt will probably have additional 
problems. 

Back on the track, however, to continue with the hearing. Mr. 
McPherson you were acting counsel to the President and general 
counsel to the Reagan-Bush transition. 

Mr. MCPHERSON. Yes, sir. 
Mr. BROOKS. You are a lawyer, and specialized in international 

and corporate tax matters. You served as special assistant to our 
friend Jerry Ford when he was President. 

Accompanying Mr. McPherson is Tom Rollis, Assistant to the 
Administrator for Management. 

Did you work in the transition team? 
Mr. ROLLIS. Yes, sir. 
Mr. BROOKS. You have that look. I knew it. It did not even say so 

here. 
We welcome you here today and look forward to your testimony. 

I will accept your entire statement for the record, Mr. McPherson. 
You may proceed. 

STATEMENT OF M. PETER McPHERSON, ADMINISTRATOR, U.S. 
AGENCY FOR INTERNATIONAL DEVELOPMENT, ACCOMPA· 
NIED BY TOM ROLLIS, ASSISTANT TO THE ADMINISTRATOR 
FOR MANAGEMENT 

Mr. MCPHERSON. Thank you, Mr. Chairman. 
The news about President Sadat is just terribly sobering. It 

brings to mind my visit with him about a month ago when he 
spent about an hour with me, the Ambassador, and our Mission 
Director in Egypt, reviewing our AID program _an~d a nUI!!bet . of 
things in depth. He is, and I hope is stliI, and certainly was if that 
must be, quite a man. . 

That meeting, I suppos~, ~ part Q( wha( we are trying to d~: AID 
management is not so much a matter of new systems as it is a 
matter, in my judgment, of new resolve. 

We do not have all the tools; we are trying to get those in place. 
But more than anything else, it is an insistence upon really good 
management. Let me go into that a little bit. 
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What I would like to do, Mr. Chairman, is this: I have a formal 
statement which. rather than burdening you with, let me just 
submit for the record and comment on it at some length. 

Mr. BROOKS. Without objection, the gentleman may proceed on 
that basis. 

Mr. MCPHERSON. What we have done is look through our portfo­
lio to see what projects simply are not working. We did that fairly 
quickly initially, indeed identifying some $28 million worth of proj­
ects that we felt were not working; and we returned that money to 
the U.S. Treasury. 

That had a very dramatic impact on my organization. It told the 
people in the field and it told the countries we work with, that if 
something does not work we are prepared to terminate it. 

Since that time we have proceeded to turn back other projects, 
and we are going to on a quarterly basis go through our inventory 
of projects and terminate or restructure, as the case may demand, 
what is not working. 

I am putting a premium on being tough, putting a premium on 
cutting things back if they do not work, and I think that whole 
spirit has really gotten through our organization. 

Mr. BROOKS. Mr. McPherson, you know you have got about $5 
billion in the pipeline. 

Mr. MCPHERSON. Yes, sir. 
Mr. BROOKS. So when you turn back $28 million, that is not what 

you would call a tremendous assault on the system. 
Unless you can prove that the projects are not necessary, that 

there are no results to be gained, that the U.S. image is not to be 
improved, there is absolutely no use in us wasting money, time, 
and people throwing it down a drain somewhere else in the world 
where they are going to continue to hate us or where the program 
is not going to be effective-not just, you know, "we hope that 
sooner or later they will like us." We have got to have a few more 
results than that. 

Mr. MCPHERSON. Absolutely. 
Mr. BROOKS. You saved $28 million. We are delighted that you 

did. Now you have got $4.972 million to work on. 
Mr. MCPHERSON. Well, sir, I think t ha t is absolutely true. 
Mr. BROOKS. And I am supporting the program, you understand. 

I am not against the program. It is just that we want results. 
Mr. MCPHERSON. Rather than my going through my comments 

here, let me just talk a little bit about the pipeline. Perhaps that is 
the easiest way to do it. In fact, the concern about our pipeline is 
reflected in much of my comments. 

The pipeline has come about in the last few years because: (l) we 
have gone into about 30 more countries since 1975; and, (2) we have 
changed from heavy infrastructure projects into New Directions 
activities pursuant to our legislation-smaller projects, more tech­
nical assistance oriented. It is harder and takes a longer period of 
time to get those kinds of projects onstream. 

A significant part of that pipeline-almost half of it-is in Egypt. 
The reason that we have such an enormous pipeline in Egypt is 
that in 1977, after the Camp David accord, a tremendous amount of 
money was immediately authorized and appropriated by Congress. 
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Rather than just turn that money over to the Egyptians, we put it 
into projects, and it has taken time to get those projects onstream. 

Last year we did not disburse as much money as Congress appro­
priated. This year we will be disbursing about as much money-in 
fiscal year 1981-as Congress did appropriate. 

Mr. BROOKS. That means the pipeline volume will remain exactly 
the same. 

Mr. MCPHERSON. Next year, with this trend that we have in 
hand, I feel quite confident that we will disburse more money than 
we are going to be asking for Congress to appropriate. 

Mr. BROOKS. Is that good or bad? 
Mr. MCPHERSON. In fact, we are getting our pipeline gradually 

under control in Egypt. We were thrown into it, and it takes some 
time. 

I have some problems with some of the things in Egypt, and we 
are working through that, but in fact it would appear from my 
review of this matter that we are narrowing our pipeline in Egypt 
and getting on top of that program. 

I would hope, and I sincerely expect, that in the time ahead that 
the Egypt program will be a stronger and a better program. 

Worldwide that pipeline is a matter-as I said-of a new kind of 
operation, and I would expect that worldwide as our experience in 
this kind of activity increases we will indeed be able to get on top 
of that too. 

In terms of making sound use of this money, what really is 
happening is that AID is not going to grow in any dramatic fashion 
in the next few years. I would expect roughly the kind of sums in 
nominal dollar terms that we have had in the last couple of years. 

Mr. BROOKS. You will stabilize? 
Mr. MCPHERSON. Yes, sir. 
Mr. BROOKS. Under this administration, and the next probably. 
Mr. MCPHERSON. Given that, the concentration-appropriately, I 

think-is clearly going to be not on trying to figure out new ways 
to spend money, but it is going to be focused on carefully spend­
ing-implementing projects already in the pipeline. 

Mr. BROOKS. Why do you not make a goal implementing projects 
of obvious benefit to the U.S. people? If they are just projects, do 
not implement them. Only if they are of benefit do you really want 
them. 

Mr. MCPHERSON. Absolutely. 
Mr. BROOKS. That is why I say I would change that focus-not 

just to get it done. It should not be "make work" projects. We have 
got the Defense Department on that detail. They are going to spend 
$1 billion a day for the next 5 years. 

It bugs me. Do you realize that old Caspar is going to be out 
there busy spending your whole backlog in 1 week-less than a 
week; they have to spend it on Saturdays, too. They will spend 
more than your whole budget in 1 week. Is that not interesting? 

I did not mean to interrupt. 
Mr. MCPHERSON. We think there are a number of things we can 

do to make this a stronger program for America and for the 
countries overseas. I am committed to the idea that when we get 
into a project it is going to make economic sense. 
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I looked at a project in a country in a recent visit where it was 
costing us about $5,000 per hectare. There was no way, clearly, 
that that project was going to be of that much benefit to those 
people. 

Mr. BROOKS. $5,000 for how much? 
Mr. MCPHERSON. Per hectare. It was a massive experimental 

program to upgrade the agriculture in the area. 
Mr. BROOKS. If you buy it at $5,000 a hectare, you are going to 

upgrade the heck out of it. 
Mr. MCPHERSON. That is right. That is good land where I come 

from, the Middle West, I can tell you that. 
Mr. BROOKS. Where did they do that? 
Mr. MCPHERSON. It was terracing in Jamaica. 
Mr. BROOKS. In Jamaica? 
Mr. MCPHERSON. A terracing project. 
Mr. BROOKS. That is the kind of thing that gets you in trouble. 
Mr. MCPHERSON. That is exactly right. 
Mr. BROOKS. I realize you did not start this, but that cat is on 

your doorstep, and you bought the house. 
Mr. MCPHERSON. Yes, sir. We need a good neighborhood dog, sir. 
Mr. BROOKS. That is right-one of those junkyard dogs. 
Mr. MCPHERSON. We have got some of those at AID now. 
Mr. BROOKS. You have some in AID? 
Mr. MCPHERSON. I will not go so far as to say Mr. Rollis is a 

junkyard dog, but he is doing a good job, let me tell you. [Laugh­
ter.] 

Mr. BROOKS. Do you have a short ohain or a long chain for him? 
Are you going to work on your staffing for auditing? 
Mr. MCPHERSON. Yes, sir. 
Mr. BROOKS. Do you think the State Department is going to 

approve those people? 
Mr. MCPHERSON. I think so. One of the things I have done is this: 

For a long time there had been a difference of opinion between 
State and AID on getting a new Inspector General office in Abid­
jan. I was able to get State's concurrence to establish the office a 
couple of months ago, so we now have a man in Abidjan. By the 
end of the year I believe, or by January, we will have the rest of 
the staff requirements filled. 

Mr. BROOKS. That is only one area that I was intimately familiar 
with. There are others like that. You have got to do your account­
ing and monitoring very carefully if you are going to make cuts 
and make adjustments, to evaluate what you are doing. 

Mr. MCPHERSON. That is right. 
Mr. BROOKS. So you will have to utilize that monitoring force. 

This is not the part you want to cut. I would rather be evaluating 
carefully what we are doing than doing so much. So much of what 
we do is sometimes not productive. That is the problem you have 
got. 

Allover the world you have people rotating from one location to 
another. You start programs, and the people leave. I wonder if it 
would be worthwhile-you might just take a look at it-to send 
people back to evaluate the implementation of the program they 
started. 
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I realize it looks like you are sending somebody on a big trip 
back home to see people they worked with, or whatever; but you 
might consider that. 

You see, you start a program one year, you are in a project 3 
years, and you are working like a beaver on it. Then they transfer 
you to the other end of the world. Maybe it would be worthwhile to 
send a project manager or somebody back to look with an audit 
team or an evaluation team. I do not know what the economics are. 

Mr. MCPHERSON. I think that is worth looking into. 
Mr. BROOKS. It might be. It certainly would be rewarding, 

informative, and instructive to the people within your organization 
who create and start a program to go back and see for themselves, 
not only through the eyes of auditors and written reports submit­
ted when they are circulated-to give them an idea and have them 
write an evaluation of how that program worked out. Maybe it 
worked out very well. Maybe it did not come anywhere near what 
they were aiming for. 

That kind of experience might be helpful to us in avoiding un­
productive efforts in the future. 

Are you going to work on reducing the time between the start of 
a program and implementation? Are you going to get that time cut 
down to where you can have more concise evaluations and judg­
ments on whether or not it is up or out? 

Mr. MCPHERSON. I would like to divide this into two time frames. 
One is the time frame when the project first comes to Washington 
for review and the time when it is authorized. 

We have done a pretty good job there. In the last couple of years 
we have reduced that period of time on the average from about 18 
months to 10 months-a substantial average reduction. 

Mr. BROOKS. In any really growing economy that is a long time. 
Of course, 18 to 10 is almost a 50-percent reduction. We commend 
you for that. I know that was tough enough, but it is still a long 
time. 

Mr. MCPHERSON. What we have is a constant struggle to avoid 
disbursing money quickly and essentially giving it to the people in 
the country without really knowing too much what is going to 
happen to it or without planning for its use carefully. 

On the other hand, you have got to struggle to do things careful­
ly, thoughtfully, and have good controls, and that kind of thing. It 
takes more time. . 

Take the Egyptian program as an example, where we have really 
insisted that we have got to have money go into specific programs 
because we believe that that is where the American dollar will be 
best spent. 

We go back and forth on this country after country. 
Mr. BROOKS. If it is not going to be well spent, if they are not 

going to have the people in place to work with AID personnel in 
implementing and putting in place a given program-which means 
their cooperation-then it is not worth spending a nickel. Do not 
spend it. Just keep it in the pipeline, and we will eventually send it 
all back to the Treasury. 

Unless the host country is going to cooperate when the money is 
cranked into one of these economies, it goes into the hands of those 
who need it the least and understand how to spend it the quickest. 
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It would be true in this country if you came in with a big AID 
program for the United States. Look at some of our own aid pro­
grams in various counties, some of which I will not mention. Some 
of those were used for personal gain in the counties and cities, not 
really in the public interest. 

You know, it takes real effort to get it into the hands of the 
people who are poor, who need it, whom you want to benefit. All 
the people in between say, "We'll take care of it. You give it to me. 
I'll see that they get it." But they do not say when or what they 
are going to get. 

If you cannot get the programs in shape-and I realize there is 
some time in that-do not spend the money, unless the program is 
in shape to receive and implement it properly within a country. 
Just tell them, "The machinery is not set up yet, and we just 
cannot start until then," and be sad about it. 

There is no point in your giving it away to three or four people 
in some country who are going to steal it all. 

Mr. MCPHERSON. We agree with that, Mr. Chairman. 
Mr. BROOKS. That does not help our image any. 
Mr. MCPHERSON. It does not help at all. 
Mr. BROOKS. We have the money; we spent the money for the 

XYZ program, but the people never received the benefits. 
Mr. MCPHERSON. Long term it is very detrimental to this pro-

gram. 
Mr. BROOKS. Yes. X, Y, and Z go to Paris for the month. 
Mr. MCPHERSON. Absolutely. 
Mr. BROOKS. Do you agree with that? 
Mr. MCPHERSON. Sure. I do not have any problem with that at 

all. 
Mr. BROOKS. They are going to hate you at AID. 
Mr. MCPHERSON. I do not think so, and I will tell you why. The 

average AID employee truly believes that he has a mission to 
perform-that helping these people to develop into a stronger 
people or stronger country is important. Because they believe that, 
they resent the corruption and problems. 

A person like me who comes in and says, "We are going to 
manage this program well, and we are going to spend these dollars 
well"-they respect that, and I am getting help. I really believe 
that. That is not to me a small point at all. 

I worked at the IRS right out of law school for a few years, and I 
have been practicing law or in this town for years, and I know the 
town pretty well. 

Mr. BROOKS. He is quite a junkyard dog himself. I do not know 
why he is talking about you, Mr. Rollis. 

Mr. MCPHERSON. The fact is that Federal Government employees 
want to do a good job. If you ask service from them and do a good 
job with them, they will work better. I think they do like what I 
am doing at AID. That is my point. 

Mr. BROOKS. I have also a few questions I would like to submit to 
you for the record. Without objection, they will also be included, 
together with your prepared statement. 

In May 1980 we requested a study by the Congressional Research 
Service to assess the effect and impact that New Directions legisla­
tion has had on our economic assistance programs. The study has 
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been completed and includes areas that we have been concerned 
with today. Without objection I would like to include that in the 
record. 

[Mr. McPherson's prepared statement, submissions to additional 
questions, and the Congressional Research Service study, follow:] 
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STATf11EN1' (F 'mE IICNlRABLE M. PE'reR MCPHmscN 

AIJoIINIS'mA'IDR 

IVJF:tC'i FOR INl'ERNATICNU. IEVElCI'MENl' 

Mr. Olaitman, Menbers of the Camni.ttee, 

It gives me a great deal of pleasure to be here t his JOOrnirg. I am glad 

to have the qlportunity to C11tline for you sane of our improvement efforts in 

A.I.D.'s management processes. Improvement means, of coorse, makirg the 

Agency run as efficiently and effectively as possible. A fairly dramatic 

example of our effort is the symbolic $28 million check I was privileged to 

hand President Reagan a few 10eekS ago. As you may knew, that $28 million 

represented the estimated deobligation of fl.llds canmitted I:¥ the Agency 

earlier. In other words, careful analysis revealea either that those funds 

were no larger needed for the projects they 10ere originally allocated for, or 

that the projects thenselves sOOuld be and were eliminated. 

Of CC11rse, deobligation is only one of mal¥ management prooesses at 

A.I.D. It is the end product of painstakirg analysis and decisiolHlilkirg, 

that characterizes JOOst notmal managerial activi~l deliberate attempts at 

improvement are still nore demandirg. Alrros.t fiNery agency ~n town is forced 

bY anrual appropriations to focus on rurrent year p!=ogran obligations an:) 

future years budgetirg process. Itr¥ improvement in management p;!rfOtmance is 

a lorger-tem undertakirg an:) n:quires day-to-day application. 

The management improvement l%"ogran we launched in JalUlaty had two tasic 

objectives. 'lhe first was improvirg implementation of our orgoirg projects, 

and the second was achievirg administrative savirgs through reduction in 

personnel. 

Implementation improvement began with a top management analysis of 

A.I.D.'s portfolio. Portfolio analysis, a review of all projects obligated in 

prior years, is regularly conducted I:¥ our responsibl e Regiooal Bureaus. 
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Special attention is given be troubled projects, particularly those not 

unplemented in a timely fashion. 

Last sfCirg I initiated a centrally managed review which resulted in the 

deobligation I mentioned earlier. I set up a sp!cial grrup and got involved 

personnally. I hope we have sensitized management at all levels be the need 

for rigerrus portfolio analysis as a continuirg process. On a quarterly 

basis, I expect regional bureaus be refer troubled prcryects be Missions or be 

responsible washington staff for corrective action. I expect the contiruing 

process be produce either deobligations or corrective action on a regular 

basis. These deobligations should go beyond nODnaI deobligations for small 

aJTPunts of money SCIletimes left orer when prcryects are canpleted, or when we 

eliminate programs in countries fran which we have withdrawn. We need to make 

hard decisions when fCojects aren't workirg. Con:ective actions SCIletimes 

require radical restructuring of individual projects. In the lorg run, such 

restructurirg may be more valuable in develcpment tel:l11S than deobligations. 

In these cases the Mission brought problem projects to the governnent's 

attention and began the bertlDUS process of refoIlllirg them into viable 

ndertakirgs. That of crurse is a contiruirg process. We gave this review 

top management attention and priority instead of relyirg upon the dally crurse 

of business be cure these troubled projects. 

In the cwrse of portfolio analysis, we discorered problems in the 

contractirg process itself. These prcblem areaS have been identified in a 

r ecently concluded study of our ~titive contractirg process by the 
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manajement consultirg f iDTl of Boaz-Allen. It takes an average of ten months 

to award a nEW canpetitive contract. We would like to rut this time doom of 

cOJrse, IlDst of the actions wi thin the contracting shq> are rrodifications to 

existirg contracts, extensions or renEWals, ..tJich take much less time. 

I wouild like to enter in the record a chart indicatirg the average 

nlJlTber of days required for each step in the contracting process. We are 

targetirg three of these areas for time reduction. '1l1e first is clarifyirg 

tlie work SFqJe; this is the initial description I:¥ the progran office 

attenptirg to purchase the C011IlDdity or service. '1l1e contract office needs a 

very specific sccpe of work ..tJich is biddable. We want to do a better job of 

describirg the scqJe of work. lis i'OU can see, it takes 57 days to design a 

biddable scqJe of work. We feel that this time can be reduced wi th:lut any 

charge in processes, but rather throogh increased .concentration I:¥ both 

progran and contract offices and increased cocperation between them early in 

the process. 

'1l1e second major area for imprOllelllent is in the technical evaluation 

process. '1l1e average elapsed time is over two months for the technical reviEW 

panel to meet and rank canpetirg prc:posals. Analyzirg ccmpeting prc:posals 

ocrupies sate of this time, of cOJrse, but most of it is spent just gettirg 

the teams together. Essentially, this is a schedulirg problen. '!he solution 

lies in the progran office givirg priority to this flnction I:¥ lIaJtirg its 

project officers available for the technical evaluation panel on a timely 

basis. 
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l\ third area of del ay i s the preaward audit, which takes 58 days. Many 

of these are done by another a;Jency, t he ~fense Contracting lIudit Agency. 

Needless to say, our a.Tl aud i t staff, like all audit staffs, is short of the 

personnel necessary to do this kin:] of IolOrk. Nevertheless, a better internal 

schedul1 l13 systen with i n the audit shcp can shorten the time line. We are 

also rais i l13 the threshold of General Counsel review of contracts fran 

$100,000 to $500,000 an:] the threshold of non-canpetitive procurement board 

review fran $100,000 to $250,000. This is not to say that we are allowing all 

non-canpetitive procurement ra:Juests below $250,000. Rather, the authority to 

grant then by the same rules that the board uses lolOuld reside with the 

contracting officer. 'l1lis eliminates the time-consmtil13 process of board 

review an:] approval. 

Other steps include increased use of special c~auses such as "time is of 

the essence," limits on substitution of personnel, an:] clearer definition of 

exactly what we are buying fran the contractor. We are also geari ng up to 

make increased use of teonination proceedings where contractor perfoonance is 

l ess than adequate. 

A factor inhibiting perfoonance in the field is the limited ability of 

the Mission Directors to act on their a.Tl authority. We have dJal13ed this in 

a I1.II1ber of \o9ys. We have increased the delegation of project approval 

authority to the Assistant 1ldmi.nistrators here in Washington, an:] fran then to 

the Mission Directors, fran $10 to $20 million. We have selectively 

authorized the Missions to approve projects wi th a more exten:1ed life. 

87-392 0 - 82 - 4 
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Previrusly they cruld on their own authority apprO\le projects of up to five 

years duration. we have doubled that. Grant authority in the Missions 

focnerly was limited to $1 million. we have increased that to $5 million. 

On a selective basis, we have also increased the Mission's authority for 

operational progran grants to U.S. Private voluntary Agencies fran a half 

million dollars to $1 millioo. !hrrugh these expanded delegations of 

authority we expect to pare considerable time fran the contractirg and project 

approval processes. 

The decentralization of authority will require a higher degree of 

resp>nsibility by our managers in the field. As you will see later, we are 

takirg precautions. we are maintaining the Inspector General's Erogram at a 

time when the Agency in total is reducing its anplC¥rrent by abaJt 5 percent 

thrrugh September 30, 1982. 

!his leads rre to the second area of administrative streanlining at 

A.I.D., our progran of reductions in personnel. It was begun early, focussing 

on the ~board petmanent personnel as of January 31, 1981, to I1Pre accurately 

represent the effective level of effort of the preceding period. With your 

pell1lission I would like to enter into the record a chart indicating. the 

Jamary 31 internal ceilings for headquarters and O\Ierseas, the nmtJers on 

board and the new hiring limits which will be effective as of Septenber 30, 

1982. 

Two principles guided rur distribution of ceilings for fiscal 1982. 

First, we wanted to make every effort to implement the pt"ogran without 
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PERMANENT FULL-TIME EMPLOYMENT CEILINGS 

JUNE 27. 1981 

1-31-81 
Internal On-Board 

Organization Ceiling 1-31-81 

Administrator 14 14 

Executive Secretariat 14 14 

External Relations 47 43 

General Counsel 52 51 

Inspector General 116 87 

Equal Opportunity Programs 9 11 

BIFAD 8 10 

Office of Foreign Disaster Assistance 22 18 

Science Advisor 0 

Private Enterprise 55 54** 

Food for Peace and Voluntary Assistance 78 68 

Management 806 763 

PPC (including IOCA) 157 164 

Sci ence and Techno 1 091 312 288 

Africa 215 197 

Asia 123 116 

Latin America and the Caribbean 124 117 

Near East 150 127 
Washington Total m§' 2142 .... 

Overseas - U.S. Nationals 1625 1488 
- Foreign Nationals 1944 1892 

we m!** 

Authori zed Ceiling 
9-30-82 (IDCA/AID/TDP) 

*Tentative, subject to further discussion. 

**Overstated by double counting 11 FSR in TOP. 

CHART B 

On-Board 
vs 

Hiring 
Hiring Limit 
Limit (Reduction) 
Numer Increase 

8 (6) 

15 

54 11 

46 (5) 

87 

9 (2) 

8 (2) 

16 (2) 

2* 2 

69 15 

69 1 

693 (70) 

110 (54) 

259 (29) 

180 (17) 

101 (15) 

103 (14) 

117 (~m Tm" 

1475 hln 1850 42 mr ** 

5269 
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lnpainrg A.I.D. 's overseas presence. As you can see ~ the mart, the hirirg 

limits for u.s. nationals declined by only 13 peqlle, a reduction of one 

percent or so. 'lbe foreign national decrease of 42 represents a t1IiO percent 

decline, both of which are relatively minor. We preserved the position 

ceilirgs overseas at 1,625 and 1,944, resp:!ctively. Nocnal attrition will 

amieve these m:xlest reductions overseas. 

The secord principle was to reduce redundancy. For instance, in the ten 

percent reduction in headquarters, \o'e are att.emptirg to adlieve a reduction in 

duplicative review procedures. 'lbe major percen~e reduction OCOlrred in our 

Prcgran and Policy Coordination group, includirg the IOCA employees. 'lbat 

group declined fran its orrboard in January 1981 of 164 to a projected 

llo-al.nost a third decrease. 'lbe PFC group and the IOCA group perfom 

principally a review function. By joiniR1 the \:wo.·separate review functions 

we expect to ease the l:urden on our Missions for reportiR1 and justification. 

Similar deep reductions were made in Science and Tedmo1cgy, Africa, 

Asia, latin America and Near East Bureaus. These reductions forced 

reorganizations within these headquarters !nits. 'lbe effect is to reduce the 

shufflirg of p;sper and layers of review wi thin trose organizations. We also 

reduced the imnediate Office of the Administrator and the Exeoutive 

Secretariat by a net of five. In that way, \o'e allowed for the addi. tion eX 

Corgressional liaison enployees wi thin the External Relations area. Increases 

oCOlred to recognize the creation of both the Science Advisor's office and the 

nei Bureau for Private Enterprise. As you can see fran the chart, the 
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Inspector General's prCXJrcm was exempted fran the shatp reductions for on 

board stren;Jth irnp:lsed elsewhere in Washin;Jton, as I mentioned earlier. While 

a number of vacancies existed in January 31, 1981, the effective stren;Jth io 

Washin;Jton of 87 employees was not reduced. CUrrently, only the Inspector 

General's office is proceedirg with notmal hl.rin;J. 

We hqle to achieve this disprqx>rtionately large decrease in Washin;Jton 

without a reduction in force. Humanitarian concerns are important here, and 

we want to avoid the mana;Jenent FCCXJrcms a RIF creates thrwgh the bJmp an!! 

ripple effect. To adlieve the reduction thrwgh attrition, we started early 

in usirg the 1982 taIt]et instead of the higher 1981 limits. We have 

instituted a modified Washin;Jton hirirg freeze and on August 5 began a 

replacenent prCXJrcm to put occupants of...deleted positions into contil1Jed 

position vacancies. We are usin;J the Septanber 30, 1982 hirin;J limit as the 

authorized ceilin;J in Washirgton, thus eliminatirg the lapse cushion here. 

We anticipate future reductions in petmanent personnel in the years 

1983-1986. ConsEquently, I have fotmed a Task Force headed by the Budget 

Chief and includirg representatives of the Regiooal Bureaus and central 

bureaus. '!be purpose of this Task Force is to analyze cur O/erseas mission 

stren;Jth to deteDlline where savin;Js can be made in the future. We intend to 

analyze each Mission individually for the relationship of their current total 

stren;Jth includirg oontract personnel, U.S. direct hires and foreign service 

national direct hires. 5a1e savirgs in total strergth is expected. 
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We also anticipate the Task Forc.e will increase the use of contract 

personnel to replace foreign service nationals i n unskilled labor and clerical 

positions. We feel that it is in the best interest of the Agency to have this 

type of personel on a contract O\Ierseas to increase the flexibility A.I.D. 

needs in its chargillJ priorities amollJ the 60 countries in which we ~rate. 

At the same time, we inten:'! to increase the use of foreign nationals in our 

higher-<;Jraded technical positions in keepillJ with one of our major 

objectives--to increase the technical capacity o f the Agency. Sen:'!i llJ u.s. 

nationals abroad to staff our technical requirements ,is expensive. It ccsts 

much more to pay for a year abroad for a u.s. foreign service employee than a 

foreign service national. 'It1e difference is not in salaries alone, but in the 

housillJ allowances, travel, hane leave and the other expenses that a U.S. 

national incurs abroad. 

Other steps t:.cwards administrative savillJs arid improvillJ the perfocnance 

of the Agency include canpletion of a new financial accountillJ system over 

the next year. 'It1is will canbine a number of our ~ratillJ systems an:'! 

simplify the reportillJ procedures while allcwillJ us to retrieve more usable 

data. As a part of this we have test projects under way in Tegucigalpa, 

Honduras, an:'! cairo, Egypt to prOlTide a unifoml Mission accountillJ system. 

When perfected, the new unifoml Mission accountillJ system will be installed 

over the next few ~ars an:'! autcmated in those Missions havillJ the volurre of 

business necessary to justify it. Included in this progran is a linkillJ of 

the WashillJton headquarters data prooessillJ equiJ;lll!nt with standardized 

equiJ;lll!nt in the field. 
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HGoIever, improved systans, ~ether autanated or manual, are not the real 

answer to imprOlling contractor and personnel perfocnance. A couple of weeks 

ago we convened our first mana:Jement policy staff rreeting to discuss I\qency 

priorities and policy areas. 1he first meeting was called to discuss ways to 

improve the perfocnance of contractors and our a.m personnel. We were able at 

this meeting to identify several areas ~ere we can improve. I would like to 

review them briefly with you. 

1he first is what might be tenned management involvement in the problEIII. 

In the contracting area if our sccpe of w:ltK is not clear, if it is not made a 

condition of the contract that timely perfocnance is required, if the 

direction throughout the course of the contract by our a.m employees is not 

clear and reasonable and OClmIIJOicated to the contractor,then we will have a 

problem in upholding the rights of the gowrnnent ~ receive what it has 

purchased . Similarly, in the anployee area, if managers have not made clear 

to the anployee what is expected of thEIII and doa.unented that fact, then it is 

unfair to the anployee to suddenly expose him or her to disciplinatY action. 

A second area that acts as a deterrent tcwards management concentration 

in this area is the inotdinate time required to correct a deficiency. In the 

notmal course of events an anployee does not turn non-productive overnight, 

nor does a contractor suddenly cease perfonning. It is a process and one that 

the mana:Jer must fo11cw evetY step of the way. Again, suddenly deciding the 

employee or the contractor sOOuld be teminated does not grant due process, 

and in fact is not in the interest of the !>qency. 
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The th i rd probl em is the difficulty of carryirg forth an action in these 

t wo a reas due to the high degree of divided res(X>nsibility. That is, the 

act ion taken 1:7( management is sw]ect to review by many authorities. The case 

of an anplC1fee, fo r exampl e, is swject to review by an internal board, the 

Labor Relations staff, General Counsel, (X>ssibly the D;Jual Elnployrrent 

Op(X> r tunity Canmission and the Merit systans Protection Board, with a (X>ssible 

further review by the Courts. Similarly, contractirg perfonnance discipline 

ifNol~s a number of review layers. 

A fourth problem is that when a manager reviews the difficul ties of 

enforcirg perfonnance standards, the alternatives sean much more attractive. 

In the case of an anplC1fee, the manager can transfer the emplC1jee, put him or 

her in a less sensitive (X>sition, require more of the anplC1jee's colleagues, 

or just put up with decreased unit perfotmance. In the case of a contractor, 

if the manager is to terminate the c?1tract, the manager must then go back 

throogh the lergthy contractirg process in order to acquire a successor 

contractor. 

These problems require a high degree of resol~ on the part of our 

managers. It is a resol~ that I have reql.ested of our top managers and 

expect than to require of their slbordinates. I II my <:pinion, the difficultles 

of canpellirg perfonnance in either of these areas must be CMlrccme in 

specific cases. In that way, the tone of the Agency will charge. Contractors 

and personnel generally will understand that more is expected of them this 

year than was required in prior years. 
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I can assure you that the fifth problem in increasirg perfotmance, lack 

of tcp mancgement support, is no larger an issue at A. I. D. 

Now with your petllliSSlOn I would like to ootiine for you the programnatic 

priorities that I have stressed durill3 the first months of the new 

Administration . 

Let me ootiine for you the four main thrusts of this Administration's 

A.I.D. progrClll. It will give you sane idea of what we hcpe to ac=nplish in 

the years ahead. 

We believe that the policies and progr ClllS of the nurd W:>rld are more 

important than the assistance we give them. This point is critical. No 

doobt, oor assistance is very important to brill3 reasonable econanic grcMl:h, 

but the Third W:>rld will gra.r and prosper first and foraoost because of its 

a.rn policies and programs. 

Let me give you an example. Often countnes -hold da.rn the price of food, 

usually in order to placate the urban population, becuase there can be food 

riots. It is there that the poli ticians feel the pressure. But if you hold 

da.rn food prices, the fatmers end up realizirg that they will lese money or at 

least not make money by producill3 nore. As a matter of fact, the fatmer 

decides in the end not to produce much more than what he and his fClllily can 

eat. 

In my position I have been presented with several such cases since I've 

been here. It is my belief that the U.S. Governnent a.res it to oor taxpayers 

not to invest A.I.D. flDlds in efforts to increase food production where 



55 

g~mnent p:>licies obviously discoorage prcxluction. What really is needed is 

that govemnents allow prices to rise to market level so that it would be 

wortlwhile for the facner to produce more. Perhaps I'm a bit biased. Having 

grown up on a farm and watched my father'S resp:mse to prices, I'm deeply 

convinced that facners aren't dwrb. In fact, around the world we have foond 

that farmers res{Dnd positively to being paid for the wOJ:k that they do. 

I want to be sensitive to p:>licy considerations such as that all across 

the spectrum of health, of education, and so on. Policies make a critical 

difference. 

It's also critical, we think, that we apply hard econanic criteria to our 

progralll!!. We should look. and see how many peqlle are actually going to 

benefit by foreign assistance programs to a given oountty and project. I have 

found a few A.I.D. projects costing tlloasands of dollars per hectare and would 

cost that much to duplicate. I have moved to eliminate these projects or make 

them rore efficient. We slr:luld see if a project is an efficient, reasonable 

use of monies. 'ftlere are a lot of q>tions for the use of our foreign aid 

funding and we don't need to get tied into this project or that project. We 

can weigh projects and assign priorities in tetlllS of anticipated results. 

Also, we think that the pdvate sector can play a much bigger role in the 

years ahead. 'ftlere are a variety of ways that we feel that we can stimulate 

this. We have designated a new lIssistant Administrator for Private Entel:prise 

who is pulling together these programs. I won't go into detalls abo.lt this, 

but there is a great deal we think we can get both u.s. private entel:prise and 

indigena.ts entel:prise to contribute to develq.ment. 
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Lastly, ~ thirit ~ need to increase what we call institutional buildirg 

or develcpment. Camtries are like pecple. They contine to grow am charge. 

The questions for us individually is not only what ~ can do today but what 

with trainirg, with maturity, ~ can do for a.trselves in the future. The u.s. 

A.I.D sOOuld not be in the business of givirg fish to peq>le. We shOJld be in 

the business of teachirg pecple how to fish. We need to transmit knowledge 

and build institutions in which the knowledge is used. We need to help 

build instltutions so that pecple in the Third ~rld can do for themselves-

I am thinkirg of institutions like agricultural extension systetmS am village 

health prograns. This approach to assistance is truly treatirg a p;>ar cruntry 

as a sovereign: Too often foreign assistance has been a hand-tCHOOUth 

progran. It should be a hand-to-hand progran. We are not always goirg to be 

there . OUr resources are relatively limited and q,Jr role is not to ergage in 

international welfare. Our task is to help pecple help themselves. 
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QUZS'rIO~lS EUB~·UTTE:J TO THE nG~Cl FOR INTEP.!!AT!ON.\L ~SVELOP~Zl:T 
FOR OFFICIAL AGENCY RESPONSE IN CONNECTION '~'ITH SU3COl"~'1ITTEE 

HEARING OF OCT0BE~ 6, 1981 -- AID's AD'IINISTRATlVE N~D 
~lANAGE:1ENT PP.OBLE:1S I~I PROVIDING FOREIGN ECONC~IIC ASSISTANCE 

QUESTION: What criteria do you use to establish the size of 
missions and Washington offices and how is the mix of 
direct hire and non-direct hire personnel determined? 

ANSWER Agency programs as authorized by the Congress are the 
primary d~terminants of direct hire and non-direct hire 
numbers and skills mix for each of AID's organizations, 
both overseas and in Washington . The size of the 
individual missions is determined by the nature and 
size of the programs approved for the specific country. 
The availability of local skills also determines the 
need for U. S. direct hire in any particular country. A 
further consideration determining utilization of direct 
hire personnel is the degree to which AID must directly 
monitor an overseas activity to ensure its successful 
progress and c ompletion . Direct hire staff are used 
primarily in those areas requiring -policy making 
decisions regarding funds and to handle classified 
materials. The use of direct hire staff is limited 
primarily by the extent of operational f~,ds appropriated 
by Congress and employment ceilings. Non-direct hire 
personnel are utilized primarily to perform the actual 
implementation of the programs and projects undertaken 
in any specific area. 

QUESTION: Has AID developed estimates of the number of employees 
needed, by category of direct hires and types of skills 
that will be needed in ~~e immediate and distant 
future? 

ANSWER AID annually develops an estima te of the nc.lber of 
employees needed for the operating year, budget year 
and the out years. A five ye ar estimate i s now 
required under ~~e new Foreign Service Act. This 
projection will be developed in concert with the annual 
budget and compiled basicall y by the lowest level 
organizational unit, both overseas and in Washington. 
The projection will be reviewed in connection with 
fund requests in a process culminating wi th app- oval 
by the Administrator and submission of the Agency's 
budget request to the President. These projections 
will be revised annually, and more frequently if necessa~y, 
in the event of changes in ?rograrn direction or content 
or budget availabilities. 
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QUESTION: Should AID s taff be composed principal y of "generalists" 
or "specl.alis ts?" 

Ao'lSWER AID has for scme time maintained the pol icy that both 
generalists and specialists are required to implement 
its highly technical activities abroad. However, it 
is important to note that with the limited direct hire 
staff resources allowed, it is also Agency policy that 
individuals hired at the middle and junior levels, 
whether generalist or specialist, be screened and 
employed under the presumption that they have or will 
develop managerial skills as they rise in our personnel 
system. Overseas , virtually all of the direct hire 
foreign service employees are engaged in the dual task 
of using their technical skills and managing AID 
supported proJects and activities in consort with host 
country project managers . 

QUESTION: Provide an estimate of additional funding needed to 
"fully fund" all September 30, 1981 active projects. 

ANSWER All projects active as of September 30, 1981 could be 
fully funded through the end of the project with $3 . 5 
billion for Functional Development Assistance ~d 
Sahel Programs and $1.5 billion for the Economic Support 
Fund. 

QUESTION: What specific problems is AID experiencing in the 
deve _opment of new proJects? 

ANSWER The development of new programs in response to U.S . 
foreign policy initiatives of the past several years 
has generated a significant added work load to the 
Agency program and project units. Following the 
guidance of the Congress to shift an increasing portion 
of our resources into "basic human needs" activities 
dictated that more efforts would be spent on data 
collection, design and, in many cases, negotiations 
over recipient country policies and strategies. The 
design process has also become more complex because 
of environmental considerations, energy issues, 
women's roles, inflation, PVO/recipient country/other 
donor involvement. 
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5. (cont'd) Satis : y i ng these addi t iona l requirements has not been 
easy for small f i eld mi ssions and is becoming 
increasingly d i fficult through tae medium of outside 
cc nsulting firms . The Agency has trained hund:eds 

6 . 

of people in i t s Project Design and Evaluation course, 
but such s t aff development is only a f~rtial answer to 
the decline of overall AID personnel levels and the 
departure of expe rienced personnel. The agency is 
nevertheless, trying to meet its design problems by: 

amending ongoi ng activities to expand and/or 
improve their impact (instead of starting a 
separate project) ; . 

consolidating assistance efforts within a 
country; 

rev1s1ng policies and guidance for project 
designers (Handbook 3); 

providing more technical assistance to host 
countries to improve their capabilities to 
develop projects. 

QUESTION: Do the host governments understand and accept U.S. 
contracting and procurement procedures which they are 
required to follow? 

ANSWER Guidance to host countries who undertake contracts with 
AID funds is set forth in AID Handbook 11, Country 
Contracting. This Handbook is provided to the host 
country by the responsible overseas AID organization. 
If AID's principal officer at post i s not satisfied 
that a host government has the required capability 
to contract in an acceptable manner, he has the 
authority to undertake contracting directly either at 
his post or through AID/W. In addition, all host country 
contracts over $100,000 are subject to review and approval 
by AID's principal officer at post. 
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QUESTION: What are AID's plans for assisting project officer~ 
in monitoring host count~I contracts? 

MISI'IER AID plans to issue a "Project Officers' Guidebook. on 
Host Country Contracting" in Decelnber of this year. 
Last year, the Agency issued a companion guidebook on 
project officers' responsibilities for managing AID 
direct contracts, grants and cooperative agreements. 
It was distributed to all AID project officers worldwide 
as well as to a number of contractors, private and 
voluntary organizations (PVOs) and host government 
ministries . These two guidebooks are part of AID's 
continuing efforts to improve projec t implementation 
planning and monitoring. 

QUESTION: What are some specific examples of lessons learned being 
applied to ongoing projects and programs and to policies 
affecting future programs? 

ANSWER Since most of AID's evaluation work is intended to improve 
ongoing .programs, most of t he cases of utilization of 
evaluation findings are in such programs . A large number 
of programs have been changed, cut or expanded, as 
appropriate to the evaluation findings. For example, in 
Senegal ~ Sine Saloum ~ project was cut back and 
drastically changed due to problems discovered in its 
evaluation, while the evaluation of the Sahel Food Crop 
Protecting Project demonstrated excellent results and the 
project was expanded to cover all of the Sahel wi~ a wider 
range of services. In Nepal, an evaluation of the 
Radio Education Project led to its redesign. 

The Agency impact evaluations are intended to'improve 
Agency policy. These sutdies are relatively new and 
therefore the policy applications are fewer. The Agency's 
work in evaluation of livestock programs led AID to be 
more cautious about this difficult sector. Its evaluation 
work in rural roads led AID to realize that there is a need 
for Agency policy in rural transport and a policy drawn 
directly from this evaluation work is currently being 
formally considered. 

AID expects policy lessons to be drawn in the impact 
evaluation work being concluded shortly in potable ~, 
education, agricultural research and other sectors. In 
the meantime, '"Lessons Learned" (a summary of findings) 
are circulated as each impact evaluation is completed so 
that program and project designers hav~ the benefit of 
this important evaluation work, even before a series is 
completed and general policy lessons drawn. 
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QUESTION: ,fuat is the tot31 amo~~t of development assistance 

projects funding ~~t was sent in FY 1980 and FY 1981 

for host countrl contracts and AID di~ect contracts? 

ANSWER AID let approximately $271 million in direct contracts 

and funded between $800 million and $1 billion in host 

country contracts during FY 1980. In FY 1981, we project 

that $280 million worth of direct contracts will be let 

and approximately $800 million - $1 billion in host 

country contracts will be funded. 

QUESTION: What was the AID hiring ceiling in 1975 as compared to 

the current ceiling? 

ANSWER 
6-30 9-30 

~ !W-

U.S. Direct Hire 5,747 3,419 

Direct Hire Foreign 
Nationals 2,453 1,850 

TOTAL CEILING 8.200 5,269* 

*Including IDCA and TOP. 

QUESTION: What steps has the agency taken to assure that contractors 

and host government agencies submit progress reports 

ANSWER 
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in a timely manner and that such reports accurately 

reflect implementation progress and problems? 

Implementation of projects is a responsibility of AID's 

principal officer in the country concerned. Before 

approving a host country contract, that Officer must 

ensure that the host government understands the reporting 

requirements and establishes adequate reporting procedures 

with the contractor. In addition, all vouchers submitted 

by a contractor for payment must be endorsed by a 

responsible host government official before payment by 

the USAID Controller. This payment procedure serves as 

a means to enforce effective implementation and reporting. 
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FOREWORD 

The aix parts of this study examine certain aapects of the reaction 

of the Agency for International Development (AID) to the New Directions 

changes in u.s. foreign aid and policy mandated by Congress in 1973. 

The first two parts provide necessary background. Part I deals with the 

historical antecedents to the changes, the justifications used before 

Congress to gather support for the legislative changes, adequacy of 

the explanation of the implications of the changes, and an examination 

of the justifications in light of more current research on the economic 

performance of the less developed countries. The second part is a 

legislative history of the New Directions provisions in the Foreign 

Assistance Act and other pertinent legislation from 1973 to 1980. The 

third -- and major -- part of the study examines the efforts of AID to 

respond to the congressional mandate. This section details the evolution 

of New Directions policy statements at AID, institutional and personnel 

changes, and finally the specific responses and reactions of AID regional 

bureaus and field missions. The fourth part sets out the methodological 

difficulties in assessing the impact of New Directiona programs on less 

developed countries (LDCs) and then eXfmines changes in the allocation 

of U.S. development assistance by budget account, by region, and by 

intended beneficiary. Then, several AID project impact evaluation studies 

that have dealt with New Directions projects are discussed. The final 

two parts present conceptual and practical problems that appear to be 

inherent in New Directions projects and a set of scenarios for possible 

future bilateral aid programs. 
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EXECUTIVE SUKMARY 

In 1973, Congress pas~ed amendments to the Foreign Assistance Act which 

were intended to reorient the U.S. bilateral development assistance effort. 

The "New Directions" changes in policy ordered the Agency for Internationi.l 

Development (AID) to focus its development assistance programs on the poorest, 

usually rural, majorities in the developing countr i es. In 1974 ArD was directed 

to insure that to the greatest extent possible, this effort was to involve 

the particlpation of the poor in the aid process. 

Since 1974, the Agency for International Development has made major 

changes in policy, personnel, and procedures consistent with the New Dlrections 

mandate from Congress. However, due to the nature of that mandate, the way 

it has been transmitted, the agency's policy making process, and the nature 

of development, many problems and unresolved issues remain. 

The ~asic goals of U.S. bilateral economic aid programs have been rela­

tively unchanged since at least the early 19505. What has changed, however, 

are the target groups and the strategies for accomplishing those goals. 

Early development assistance programs were designed to benefit the 

entire less developed country's economy. Projects were designed to help 

create physical infrastructure as well as to help specific gr oups, such as 

farmers. Congress' instructions as to how to accomplish this economi c 

deve l opment and where to focus U.S. assistance were given only in the most 

general terms . 

By 1973, however, two factors were at work influencing the evolution 

of U. S. foreign aid policy. First , some academics and deve l opment spe­

cialists were a rguing that the benefits of t he t hen extant " trickle down" 

strategy of deve l opment a strategy whereby aid ~a s concentra ted o? thos e 

econom i c sec t ors in the less develo?ed coun t r i es (LOes) with : he grea test 

l ikelihood for gro~th wlth the ex?ectation t hat the econocic benefits of the 
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resulting growth would "trickle down". through all strata of developing 

country society -- were not reaching the poor, rural majorities in the LDCs. 

The second factor was the difficuluty that foreign aid had encountered in 

Congress. In 1972, one aid authorization bill had been defeated in the 

Senate and the authorization bill that finally did pass died in conference 

at the adjournment of the 92nd Congress. Thus, many who.wer e concerned with 

continuity of aid efforts believed that a major reorientation of aid policy 

would be needed to make congressional support politically feasible. 

The New Direction approach evolved in several settings. Staff work in 

the Foreign Affairs Committee, analysis in AID, and efforts in private devel­

opment organizations were all important elements in producing the legislation. 

Though these efforts preceded the drafting of the legislation, the justifica­

tions for the legislation and its implications occupy a very small amount of 

space in the record of the hearings on the 1973 foreign aid bilL The House 

Foreign Affairs Committee report on the bill is fairly detailed in its coverage 

of the new approach, but the floor debate suggests that Members did not focus 

attention on what, in retrospect; appears to have been significant modifications 

in development assistance policy. The floor debate in the Senate does 

indicate that it was more . ware of the changes and generally approved of them. 

At the time of passage, the theoretical and empirical bases for the New 

Directions policies were only partial and suggestive . Subsequent research 

suggests that high growth rates in the LDCs during the 1950s and 19605 did 

produce greater benefits for the poor than many believed ~n 1973. Nevertheless, 

the strong view that U.S. aid programs ought more directly and explicitly to 

benefit the poor in the LDCs, which shaped the New Directions initiatives, 

continues to enjoy support. 
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Th e Ne y Di r ec tions c hanges hav e been s ubjected to legislative refinement 

and specif ication that is a long- t erm char acteristic of the Foreign Assistance 

Act. Ov er t ime , mor e det a iled goa ls had been elaborated -- eventually by 

sec:or or sub sec tor -- and more speci f ic t arget groups -instead of LDCs, the 

poor, and t hen the rural poor. The 1973 legislation set out fairly general 

policy guidance for AID. But, as the legislation evolved, more problems and 

subgroups were targeted specifically in lav and further limitations ~ere se: 

on existing aid programs. 

Several years of legislative refinement paradoxically resulted in so much 

detail, so many specifically targeted problems and groups and so many caveats, 

t hat AID has wide latitude in determining where to focus its priorities in 

those develo~ent assistance projects which fall under the New Directions 

requirem~~ts. 

Several factors influenced the AID policy making process as the 

Agency responded to the Nev Directions mandate. AID organization was 

one. In making policy, the views of top agency management, the Bureau 

for Program and Policy Coordination (PPC) , the four regional bureaus, 

and AID field missions were all taken into account. Another factor was 

the nature of the AID development mission. AID personnel argued that 

each recipient country represented a special case and that policy must 

take that uniqueness into consideration. The nature of the appropriate 

overall AID strategy for development also elicited divergent views. 

Some AID personnel advocated a sectoral strategy which concentrated 

on the slightly better off s~all farme! and on economic factors retarding 

increases in ?roduction. Advocates of a particicatory strategy for 

develop~ent preferred to concentrate on the poorest LDC farmers .nd 

Jere more concerned with institution building and social change, and 
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less concerned with economic growth • . Finally, the 1973 Congressional 

New Directions mandate itself was provided only general guidance . The 

New Directions philosophy was at that time very new, and a solid intel­

lectual base had not yet been completely constructed . Few actual cases 

of the desired "growth with equity" strategy existed . 

As AID officials interpreted and evolved New Directi?ns policyl 

guidance, they tried to accommodate the initial general Congressional 

mandate and later specific amendments, as well as the' contending vi ew 

points within their own organizations as to appropriate strategies for 

New Directions development. The result of the interplay of these factors 

was consensual policy; policy that was both very elaborate and not very 

precise. Furthermore, because of the myriad ~ of policy -Reports 

to Congress, statutory language, AID Policy Papers, the AID Handbook, 

Congressional Presentation Documents, Airgrams to the field, special 

study committee reports 

statement was unclear. 

the authoritative status of any single policy 

There were important elements of continuity within AID. The New 

Directions changes were, in fact, quite consistent with a general orienta­

tion that had been undertaken by AID in 1972. AID Policy Determination 

'48 and an AID Policy Background Paper, both issued on October of 1972, 

set out a .series of policies that were in many respects precursors of the 

subsequent Congressional mandate. These included increased concern with 

a more equitable distribution of the benefits of development, and an 

increased concentration of AID resources i n the functional categorizes 

of agriculture and food production, population control, health care 

and low cost education. 
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Indeed the initial re~ponse of AID to the New Directions mandate was 

to concentrate on the development and use of revised budget categories. 

However, in 1974, the House Foreign Affairs Committee requested from AID a 

report on the implementation of the New Directions mandate. In essence, the 

1974 request was an attempt by Congress to press AID to operationalize the 

broad, general guidance passed in 1973. 

The 1975 report to the Foreign Affairs Committee set out AID's first 

detailed policy response to the New Directions mandate . Thls effort was 

followed by a series of Policy Papers, Reports, Airgrams and other documents 

that elaborated and refined the Agency's policies. By 1977, the New Direc­

tions policies had evolved to encompass a "Basic Human Needs" Strategy. 

The latter was, among other things, an attempt to encompass Doth the 

participatory and sectoral development strategies. Thus, the new strategy 

was designed to help the poor meet their basic physical needs, and to 

combine "the employment and equity features af earlier approaches with 

an explicit concern for increasing the production and availability of 

basic goods and services for the poor majority." 

While there is presently general agreement on the outlines of the New 

Directions/Basic Human Needs Strategy, definitional problems still exist. 

Within the poor majority, which groups should be the focus of attention? 

Is there a necessary trade off between growth and equity? What does 

"a collaborative style" mean in terms of attempting to advocate changes 

in host country policies or in advocating New Directions programs to 

host country governments? Resolution of these questions still appears 
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to depend upon the circumstances of the particular pro ject rather than 

overall agency policy. 

If an organization were specifically designed to implement New Direc­

tions policy, it would be staffed with individuals whose skills were 

particularly suited to the design and implementation of di saggregated, 

small, socially complex projects. Reality dictated otherwise. AID's 

staff had a mix of skills and a disposition of its workforce that were in 

many respects ill-suited to New Directions. The New Directions mandate was 

only one of the factors AID had to consider in designing and executing its 

personnel recruitment and training policies after 1973. Beginning in the 

late 1960s and running past the termination of AID programs in Vietnam was 

constant congressional pressure to reduce agency employment. A subset of 

this concern was a simultaneous desire, especially after the New Directions 

mandate, for AID to have fewer people in Washington and more in the field. 

The initial resolution of these conflicting pressures was a reduction­

in-force. This was followed by down-gradings and semi-forced early retire­

ments. So, instead of growing and seeking employees with skills particularly 

suited to New Directions projects, the Agency was shrinking and being left 

top heavy with personnel better suited to' carry out AID's earlier mandates. 

At the present time, the agency still has almost twice as many U.S. direct 

hire employees in Washington as overseas. 

AID has, through various training programs, attempted to reorient 

its existing work force towards New Directions programs a~d polic~es. 

Increasingly AID has become primarily an agency for designing projects, 

contracting them out and monitoring their implementation rather than an agency 
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whose employees are directly working On development projects . While the 

House Appropriations Committee in the past has recommended increased 

contracting as a device to create a more efficient agency, the extent 

of contractor involvement in all phases of agency program execution 

is striking. This shift from direct program responsibility to contract 

des'gn and monitoring has meant that A1D has found it difficult and 

cumbersome, to exert a reasonable degree of control over its projects. 

AID has had to convert staff with technical implementation skills into 

project monitoring roles, and significant problems have arisen in the 

transition to an organization that manages development projects through 

contract intermediaries 

The assumption that AID would be a "temporary" agency and would not 

continue for any length of time has been a major factor in its organiza­

tional history. Many needed management improvements have been deferred 

and confusing situations allowed to continue because of this assumed 

impermanence. Manpower planning continues to be rudimentary in spite 

of the changes in required skills entailed by the New Directions mandate. 

The agency remains physically scattered throughout the Washington area, 

and as new tasks have been assumed, new offices have been established 

in other, dispersed, locations. Inter-office coordination remains a 

major chore . The 1978 reorganization, only the second in the agency's 

history, was heavily influenced by the need to manage the new program 

responsibility that had arisen out of the change to New Directions and 

greater contractor implementation. 

AID's interpretation of the requirements of New Directions pOlic,ies has 

given rise to an extremely complex and detailed project design process. In 
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their initial phases, very detailed information is used to design the pro­

jects . Then they go through levels of extensive AID and field review. 

Projects can take two years from inception to approval, and another year can 

elapse before personnel are in the field to implement them. A three year 

delay be tween an original idea and the start of a project can encompass major 

changes in the economic, social or political circumstances in a project area. 

Comp l ain s within AID that project design now uses too much high quality 

talent and too many resources, appear to be well taken. The result of the 

interaction of complex legislation, complex AID policy , and a complex design 

process often seems to be projects that are eleborate in rhetoric and goals, 

but not necessarily more likely to succeed than ones that are developed more 

directly and expeditiously. 

Almost as a concommitant, project implementation has not received the 

kind of sustained attention necessary to ensure successful proje°i:ts. The GAO 

has recently documented many of the agency's project implementation difficulties. 

Training courses in implementation were not instituted until 1980 and do not 

appear especially thorough. 

The reactions of AID's regional bureaus to the New Directions mandate were 

as varied as their regions of responsibility. To take the first of two polar 

cases, the leadership of Latin America bureau, which had been supporting New 

Directions type programs prior to 1973, welcomed the mandate on philosophical 

grounds; reoriented the Bureau's programs to those which met the new require­

ments; but, because Latin America was a relatively wealthy area, were not as 

enthusiastic about the negative budgetary impact of the changes on their 

programs. 
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At the other pole, the leadership of the Africa bureau, dealing ~ith the 

poorest region, ~as not enthusiastic about the Ne~ Directions mandate ~ 

the region was so poor. Africa bureau people felt that Africa needed infra­

structure projects more than the other regions. Bureau personnel felt that 

their region was so poor that the unwillingness to fund infrastructure projects 

worked against them. In addition, Africa bureau personnel were concerned 

about the recurrent costs inherent in many New DLrections programs because of 

their belief that the countries in their region simply could not afford these 

costs. 

To determine the effectiveness of AID in the actual implementation of New 

Directions projects would require field research to verify that the projects 

accomplished what was intended. However, it is possible to use less conclu­

sive data to determine the extent to which AID has reoriented its programs to 

accomplish New Directions goals. With the goals drawn from legislation and 

AID policy, New Directions programs ought to benefit the rural, poor majorities 

in the LDCs. 

Drawing upon the extremely poor institutional memory system of AID, some 

project documents were obtained for FY 73-74 and almost all of the project 

documents for FY 79-80. Using these documents as primary sources, data ~ere 

compiled on three bases: changes in project allocation by AID budget category; 

by region; and by intended beneficiary. 

The results of this compitation are striking. In 1973-74, 38 percent of 

AID development assistance was in the agricultural, rural development and 

nutrLtion category. By FY 1979-80, t~is figure had risen to 65 percent -­

almost two-thirds. 

Io.'hile the actual amounts of aid to ev~ry region stayed the sa:e or 

increased between FY 73-74 and 79-80, signif i cant shifts took place in the 
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amounts for each region as a percentage of total agency aid. Latin America, 

a relatively wealthy region, experienced a decline from 32 percent of the 

total to 26 percent. But, anomalously, so did Asia, a poor region decreasing 

from 47 percent of the total to 40 percent. The big regional gainer was Africa 

which went from 16 percent of total aid to 27 percent. The Near East also 

experienced a slight increase in u.s. development assis~ance in this period . 

A significant reorientation has also taken place in t he identity of 

intended project beneficiaries . AID has retargeted the beneficiaries of its 

projects. According to the -- incomplete -- project documents for FY 73-74, 

approximately 26 percent of AID's projects were intended primarily to benefit 

the poor . By 1979-80, 72 percent of the proposed projects named the poor as 

intended beneficiaries. To what extent the da ta reflect real changes in 

projects, and to ~hat extent they only represent chan ges in project justifi­

cation is not verifiable short of on-site inspection . 

While AID has clearly sought to reorient its programs to accomplish ~ew 

Directions goals, there appear to be a set of difficult problems that are 

inherent in New Directions projects. These problems arise largely from 

trying to target the benefits of development projects to the poor. Among 

the more intractable problems are high continuing economic and bureaucratic 

overhead support costs in comparison to other types of development programs; 

an inability to determine the political effects of bypaSSing existing host 

governmental structures; unrealistic expectations of a high level of partici­

pation by project beneficiaries, requirements for very sophisticated project 

design information; the inability to create local institutions to represent 

project beneficiaries and to distribute the benefits; the displacement of 

AID resources fro~ growth oriented projects to equity oriented projects ~hich 
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host country governments ' cannot Or will not fund over the long term; greater 

AID involvement in the activities of host country operational ministries, 

unrealistic requirements of New Directions projects for competent mid-level 

LDC bureaucrats; and requirements for comp lex bureaucratic cooperation among 

LDC ministries and between AID and LDC bureaucracies. All of these difficulties 

mean that New Directions projects will be difficult to monitor, and that it 

will be difficult to determine whether, and to what extent, they have been 

effective. 

For the future, there is a range of options for the United States if it 

choses to continue a bilateral development assistance program. The options 

range from no change to what could be called expanded New Directions, to 

different New Directions, to no New Directions. Expanded New Directions 

would widen the target groups to be r eached, concentrate less on economic 

growth and more on equity and institution building in LDCs. Different New 

Directions would involve the same basic thrust as the current program but 

with much greater emphasis on income generating activities, and targeting 

potentially productive groups. No New Directions includes three sub options: 

Increased Economic Support Fund, and programs called new infrastructure and 

"no strings" aid. Increased ESF would overbalance further the existing 

bilateral aid program to favor the broad range of ESF programs: cash grants, .- ." 

commodity import programs, specific, larger s cale develo.;>ment assistance ;>ro-

grams. New infrastructure woul~ involve reorientation back to the basic aid 

philosophy of the late 1950. and early 1960s . Finally, in no strings aid the 

Agency would basically act as a finan~.ial condu i t either to LDC governments 

or U.S. firms to pay for turnkey development assistance progra~s . ?ach of th ese 

options has consequences for Congress, AID, and the aid ~ecipients . ~hicn, i ! 

any, of t he se illustrative opt i ons is cho sen i s for C on g~ess to de . er~lne 
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POLICY ISSUES FOR CONGRESSIONAL RESOLUTION 

1) Has there been too little time to determine whether projects conceived and 

designed under the New Directions mandate are effective in themselves or as 

part of a growth with equity strategy? Some say that since the specific 

implications for projects of the mandate were not clar~fled until 1975, f ive 

years is too little time to evaluate fully the far-reach'i ng Ne'" Directions 

shift; many of its major benefits will take a decade and more to be fully 

realized. On the otber hand, according to t e testimony of some of t he original 

supporters of the New Directions changes, the projects ",ould show demonstrable 

results more quickly than traditional development progracs. 1/ Is the inabi~i-

ty, or unwillingness, to judge the effectiveness of the New Directions overall 

merely a device for AID to avoid offending New Directions supporters i n t he 

agency or in Congress, or were the original partisans too sanguine about the 

speed at which these types of programs would have a impact on LDC society and 

in fostering growth with equity? 

How would a shift away from New Direc ions programs be perceived by the 

interested parties? It could either be perceived as an admission of over-

optimism and a move to a more realistic, or effective, foreign aid policy, or 

it could be perceived as capriciousness in carrying out a policy which evolved 

slowly. 

2) How ser i ous a problem for LDCs does the recurring costs issue preseat? 

Is the need fo r host governments to continue to finance and provide personnel 

su pport to NO programs an inherent fatal flaw? ~~at is the economic impact 

1/ See t estimony of James Grant in U.S. Congress. House. Cc~~ittee on 
Internationa l Relations . ~:utual DeveJop:oenr and CoopeTation ;o,et of 1973 . 
Hearings. June 12, 1973. Washington, U.S . Gave. Print. Off., 19i3. p. 468. 
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on recipient countries of being obliged to finance the long term costs of 

the New Directions projects? Is it even possib~e to "design i nto" New Direc­

tions projects, in health for example, income generating elements, or are some 

types of New Directions projects inherently resource drains? 

3) What is AID's future role? 

How much consideration should be given to proposals that AID become a 

teaching/learning and demonstration organization, racher than an organization 

de s igned to transfer resources? At the moment, the agency -- as opposed to its 

contractors is no longer funded and staffed to undertake a significant transfer 

of resources. On the other hand, Congress has not spoken at all on whether it 

was intended that AID become in effect a small agency testing and wholesaling 

American conceptions of technical assistance to foster growth, equity, or both. 

4) What role should contractors play in the implementation of the American 

aid effort? Proposals outlined in Part VI of this study range from almost 

none to almost everything. The current situation involves greater and g=eater 

participation and responsibility by indivi~uals who are not U.S. government 

employees -- a situation tha~ has come about with little guidance from 

Congress. 

5) What level of resources should AID invest in program evaluations? The 

Bennett inspired impact evaluation studies have provided fine models of 

usable po l icy eva l ua.ion . However, they did have a cost and, perhaps because 

of their novelty, received widespread support in their completion. Should 

they be expanded , and at what cost? Is there a point of diminishing returns 

in f i nanc i ng i mpact evaluations? How .~ould analysis of project impact on 

local polic i es and on U.S. foreign policy best be integrated into t~e process? 
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/~ I.A. HISTORY OF EARLIER U.S. DEVELOPMENT ASSISTANCE JUSTIFICATIONS FROM A 

CONGRESSIONAL PERSPECTIVE 

From an bistorical perspective, it is possible to trace tbe existence of 

U.S. economic aid programs as far back as 1942. 

In Harch of 1942 a subsidiary operation was created in the office of the 

Coordinator for Inter American affairs--the coordinator at that time being 

Nelson ROCkefeller. The subsidiary, called the Institute of Inter-American 

Affairs (IIAA), was created to promote technical cooperation programs and pro­

jects in the areas of health, sanitation, and food supply. The projects were 

carried out on a cooperative baais through agenciee set up within the appro­

priate ministeries of the hoat countries. 

While the programs were limited in scope and in funda, they were intended 

to alleviate food and nutrition probl .. s in Latin America. The primary impetus 

for lIAA was to help further the U.S. war effort against the Axis powers. 

The origin of a coherent, organized program of economic assistance aimed 

at development was the Act for International Development signed into law by 

President Truman in June 1950. However, between the start of the lIAA in 1942 

and the Act for International Development in 1950, the United States undertook 

several massive grant aid programs to deal with the devaatation end dislocation 

of World War II itself , to rebuild in the aftermath of the war, or to forestall 

gains by the Communists. These programs includ£d Government and Relief in Occu­

pied Areas (GARIOA), (approximately $6.1 billion from 1943 to 1951); the Greek­

Turkish aid program in 1947 and 1948 ($650 million); Chinese aid in 1948 ($400 

million); the Harshall Plan (European Recovery Plan) of 1948-52 ($12.9 billion 

in grants); the multilateral UNRRA--United Nations Relief snd Rebabilitation 
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Administration--in 1944-1947.( $2.6 billion); and tbe Interi. Aid Program of 

1947-48 ($597 million). In addition. otber programa. such aa tbe 1946 Special 

Britisb Loan. Export-Import Bank activities. aad parts of tbe Harsball Plan 

involved credits tbat were eventually to be repaid. 

1. The Act for International Development. Point IV and tbe Tecbnical Aasia­
~ Program 

The Act for Internetional Development autborized what wes to become known 

as tbe Point IV progrlllll. That name waa given to tbe progr .... because tbe pro-

posal for a program to assist tbe Less Developed Countries (LDCa) witb tbeir 

economic growtb was tbe fourtb major point in Pre~ident Truman's January 1949 

inaugural address. According to Truman. tbe American program for peace and 

freedom in tbe coming year was to empbasize four major courses of action: 

(1) support for tbe U.N •• (2) construction of U.S. progrlllll8 for world economic 

recovery. (3) tbe strengthening of freedom loving countries against aggression. 

and (4) embsrking "on a bold new program for making tbe benefits of our scien-

tific and industrial progress available for tbe improvement and growtb of 

underdeveloped areas." 

In bis mesaage to Congreaa df June 24. 1949. Truman recommended tbe 

enactment of a program of tecbnical assistance for the less developed areas. 

Truman's message law technical .. sistance al a necessary precursor for pro-

duceive capital investment and . while tbe potential contributions of tbis 

capital by tbe World Bank and tbe Export-Impo~t Bank were recognized. private 

aources of capital were expected to provide a major part of whet was required. 

In hia message. tbe President requested $35 million in new funds to finance 

tbe proposed new assistance program. and also requested that changes be made 

in tbe charter of the Export-Import Bank to authorize tbe Bank to guarantee 
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U.S. private capital invested abroad which would contribute to the economic 

development of the LDCs. 

The ju.tificatioD8 for the legislation requeated were very broadly 

focused. The LDCs were described as having the common desire to create a 

firm economic base for the economic aspirations of their citizens. Without 

that base , they would be unable to meet the expectationa that the modem 

world had aroused in their peoples. "If they are frustrated and disappointed 

they may turn to false doctrines which hold that the way of progress lies 

through tyranny." The message also referred to the existence of long term 

ties of trade and commerce with the LDCs, their importance to the restoration 

of Western European economic health, and finally, to the terms of article 56 

of the U.N. Charter which obliged the United States to act by itself aod with 

other nations "to promote higher standards of living, full employment, and coo-

ditiona of ecoDomic and social development." 

The Act for International Development wa, included as Title VI of the 1950 

amendment, to the Economic CooperatioD Act (the act authorizing the Karshall 

Plan). According to Section 403 of the act for IDtemational Development, 

It i, declared to be the policy of the United States to 
aid the efforts of the peoples of economically underdeveloped 
area. to develop their resources and improve their working and 
living condition. by encouraging the exchange of technical 
knowledge and skills aod the flow of investment capital to 
countries which provide conditioD8 UDder which auch technical 
assistance aDd capital can effectively and conatructively con­
tribute to raising staodards of living, creating new sources of 
wealth, iDcreasing productivity aod expanding purchasing power. 

The act al.o specifically authorized participation in OAS aDd U.N. multi-

lateral technical a.sistance programs. 

At this time, Congress clearly intended to establish only a program for 

technical assistance to LDCs. The Senate Foreign Relations Committee stated, 
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Because some misunderstanding has arisen ahout the nature 
of this program. it should be made cle.r .t the outset th.t it 
is neither .n ECA (Harsh.ll Plan) for the world nor in any sense 
a capit.l investment program. Bec.uee of the limited n.ture of 
the program, it will not require the expenditure of large sums 
of money. Its chief cost will be for the sal.ries and expenses 
of technici.ns .nd other persoUDel and not, for example, to 
purchase machinery, food, and raw materi.ls. 

(Sen. Rept. 1371, 81.t Cong., 2nd Se ••• 1 

However, because of the peculi.r institutional atructure created hy the 

1950 Act--. Technic.l Cooper.tion Administr.tion was created while the Economic 

Cooperation Administration continued in existence in acme are.s--certain LDC's 

received technical assistance and also commodity import support and capital 

because there were ECA missioDS .lready established, while other LDCa, with 

"only" TCA miasions, received only technical aasietence. Thia confueion had 

its origins in actions taken hy Preaident Truman e.rly in 1949. 

On January I, 1949, so .. 18 months before the .t.rt of the Korean War, the 

Preeident gsve the Economic Cooperation Administration--the agency reaponeible 

for c.rrying out the Marsh.ll Plan in Europe--reaponeibility for .dministering 

economic sid in Kore.. This marked. major .hift in U.S. policy tow.rd Kore. 

from post World War II relief to economic development. Aid programs were .lso 

begun in Burma, Indochin. and Th.iland when the ECA suggested to Congress that 

funda left over from the mainland Chin. program--.nd unusable a •• result of 

the f.ll of the N.tionaliat Government--be expended in tbe "general area 

of Chin .... (Committee Print, p. 62, B. Doc 116, June II, 1959) 

This conflict in intentions and organization wa. bighligbted in tbe Joint 

Report of the Senate Foreign Rel.tione Committee and Sen.te Armed Servicee 

Committee in tbe Mutu.l Security Act of 1951 where an elabor.te .iz pert divi-

sion of labor between the Tecbnical Cooperation Administration .nd Economic 

Cooperation Administration w •• set out. Following the present.tion of this 

achema, tbe committees noted 
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It is also tbe aense of tbe Joint Committee tbat substant ial 
grant aid progr .... of tbe type administered by ECA in underdevel­
oped areas be regarded as temporary as contrasted witb tbe longer 
range tecbnical assistance type of programs • •• (empbasis added) 

••• In countries in which RCA missiona are operating, and 
where progr ... are projacted calling for sizeable commodity 
import progr_s, it sbould be tbe policy, in tbe absence of 
political considerationa to tbe contrary, for tbe ECA to pro­
vide loan ratber tban grant aid in all cases where tbe financial 
condition and tbe borrowias capacity of tbe country to be 
assisted ia sucb as to justify such loan aid. 

The Act for International Development and tbe Point Four Program were 

incorporated balically unchanged into tbe Mutual Security Act (MSA) of 1951. 

The HSA was primarily concerned with tbe cOIDpletion of Harsball Plan aid and 

and tbe commencement of military aid to U.S. allies in Europe and Asia. Thus 

tbe prima.ry focus of tbe overall legislation wal on defenle matters and Europe. 

In the Near Ealt and Africa, military aid was provided to Greece , Turkey 

and Iran. At tbe sape time, tecbnical assistance was provided to Liberia, 

Etbiopia, Libya, Eritrea, Egypt, Saudi Arabia, Lebanon, Iraq, Israel, and Iran. 

In East Asia, Hutual Security Act military proll'_ were undertaken in 

Indochina, Thailand, Indonesia, tbe Pbilippines, and Taiwan. Technical coopera-

tion progr .... in tbis region were begun in India, Pakistan, Nepal, AfBhanistan, 

Burma, Taiwan and Indochina. 

RCA missiona whicb were already in exiltence in certain less developed 

countries continued tbeir independent existence when tbe Act for International 

Development was passed. This vas tbe case in tbe Pbilippine., Korea, Taiwan, 

Indocbina, Burma and Iadonesia. 

This continued to be tbe case even after tbe pas.age of tbe Mutual Secu-

rity Act of 1951 which designated the Hutual Security Agency as the successor 

to tbe RCA. 
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The Technical Cooperation Administration (TCA) remained iD tbe Department 

of State, but UDder tbe direction of tbe Director for Mutual Security. The TeA 

~as responaible for technical asaiatance and economic development in Latin Amer-

ica, Liberia, Libya, Etbiopia and Eritrea, India , Pakistan. Ceylon, Afghanistan, 

Nepal, Iran, Iarael and tbe Arab countries. 

In addition to its concern over administrative confusion during tbe first 

years of tbe Technical Cooperation program, Congress was also senaitive to tbe 

teadency of tbe program to initiate Commodity Import Programs (CIP). The 

Senate Foreign Relationa Committee noted in its report on tbe Mutual Security 

Act of 1952 (S. Rapt. 1490, 82nd Cong., 2nd sess.) 

According to information presented to tbe Committee, tbe 
Administration plana during 1953 to spend $44,252,000 for tecb­
nicians &ad traineea and $182,748,000 for supplies and equip­
ment [mainly CIP). Thus for every dollar spent for training, 
more tban four dollars will be spent for supplies and equipment. 

When Congress approved tbe act for International Development 
it did not fiz a terminal date for tbe program largely because it 
was tbought of as a long-range, comparatively low cost program. 
Empbasis was to be on assiatance in tbe form of men, not materials. 

Regardless of tbe controversies, tbe level of political and fioancial 

support for technical assistance remained very bigh from 1952 on. A clear 

ezample of tbe degree of tbe support and tbe reasona for tbe support appearad 

in President Eiseobower's message to Congress on tecbnical assistance of JUDe 

23, 1954. Be stated: 

Our country's participation in technicel cooperation programs 
must be vigorously advanced. Certain fundamentals are essential to 
tbeir success. First, tbey abould provide ezperts and know-how 
ratber tban lerge amoUDts of fUDda or gnods, altbough tbey sbould 
not be allowed to fail due to lack of necessary teaching and demon­
atration equipment. Second, tbey sbould be tightly adjuated to tbe 
needs of tbe boat countries. Third, tbey sbould be so administered 
as to raach as many people as possible, helping tbem raiae tbeir OWD 
atandards of living and solve their o~ problema. Technical cooper­
atioD programs now before the Congress are based on these fundamentals. 
These programs are our lDOat effective countenl8aaure to Soviet prope­
ganda &ad the beat method by which to create the political and social 
stability essential to lasting peace. 
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Whi le it is commonly beli eved t hat t be Hu t ual Security Act of 1951, 

fol l owing the s tart of t be Koreao War, resu l ted in a major change in empbasis 

in U. S. forei gn ai d pr ograms from economic aid to military aid, tbe differences 

in impact between Europe and t be LDCs is striking. In Europe, the increase in 

mili t ary aid Was accompani ed by a decrease in economic aid. In the LDCs, how­

ever , the increase in military aid was paralleled by a growtb in economic aid 

tbat was iaitially lesa dramatic, but coosiderably longer-lasting. 

2. Development Assistance 

As noted above, even before tbe passage of tbe Act for International 

Development, the Economic Cooperation Administration wss providing commodity 

support along witb technical assistance for some less developed countries in 

the Far East. 

In tbe Mutual Security Act of 1951, a total of $7.8 billion was proposed 

for all types of aid. Of that amount, $1.8 billion was for economic aid, 

$225 lIlillion of wicb vas for ECA "Technical Assistance DOd Development" in 

underdeveloped areas . Of tho remainiag $1.58 bi lli on in economic aid, $1.28 

billion was for defeose support and $195 million for t echnical assiatance 

worldwide. Otber programs in that category dealt with bumanitari an rel ief 

programs. As noted above, the ambivalence os to tbe goal s and propr iety of 

providing development asoistance continued for the first two years of the pro­

gr8lll. Nevertheleos, tbe 0.5. economic aid program continued to provide devel ­

opment assistance to less developed countries. Chap t er V of the House Foreign 

Affairs COIIlmittee's version of tbe Mutual Secur ity Act of 1953 was entitled 

"Special Regional Economic Aaaistance," and included $194 million for the Near 

East and Africa--mainly comprising $140 million for t be Arab stat es , Israel , 

and Iran. Another $94 million in development ass i s tance was set as i de for 
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India and Pakistan. Thus, as early as 1953, over $288 million in development 

aid was being provided by tbe Dnited States to a small number of less developed 

countries. At tbe risk of excessive quotation, excerpts from tbe justifications 

for Special Regional Economic Assistance for 1953 are reproduced below in order 

to sbow two tbings: tbe similarity between tbem and what was to follow later, 

and tbe concentration on development issues ratber tban geopolitics or tbe cold 

war. 

1., Purpose 
Special economic-aid programs are required to belp tbe countries 

of the region to belp tbemselves and to belp one anotber in acceler­
ating development possibilities where other funds are not available 
to snable basic development of tbe local resources to take place. 
They will be directed to fields where private or public investment 
funds are not otberwise available, such as projects for water 
storage, power, irrigation, transport, and tbe like. In addition, 
funds are required for general economic support to prevent privation 
and accompanying political unrest. Empbasis in tbe expenditure of 
such funds must be directed to benefit tbose countries which do not 
bave sufficient other resources for tbeir development. 
2. Israel 

Funds for economic assistance will be used to assist Israel to 
find bomes and useful work for its people, and to provide for modest 
capital development for tbe purpose of belping Israel to move toward 
establisbing a self-sustaining economy. The content of tbe program 
will be tbe same as it bas been for tbe two previous years. 
4. Otber Countries 

In addition to providing essential support for Egypt and Israel, 
provision is made for increasing tbe agricultural potential and 
transportation facilities for tbe otber countries in tbe region. 
This would include tbe development and greater utilization of tbe 
water resources of tbe Nile, Eupbrates, Jordan, Litani, and otber 
rivers in terma of water storage, power, irrigation, and reclamation 
projects. It would entail road construction projects to transport 
materials, particularly agricultural commodities, and assist in tbe 
exploitation of tbe region's mineral resources. It'will also make 
possible a significant contribution toward an integrated and coor­
dinated air transport system. 

B. lNOIA AND PAKISTAN 

1. Solution of mutual problems 
Section 502 provides $94,400,000 for India and Pakistan to pro­

mote tbe economic development of tbese countries and to belp them 
maintain economic and pOlitical stability. The aid is to be provided 
on such terma and conditions as tbe President may specify "which shall 
include conditions and assurances to enable tbe countries * * * to mske 
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greater progress toward solving their mutual problema in 
cooperation with each other." The terma and conditiona should 
he designed to make our aid effective for both countries and 
for the United States in the mutual interest of all three. 

2. Emphasi~ in India on food production 
••• The economic and technical assistance program for 

India is primarily designed to increase food production by the 
introduction of more efficient methods of agriculture, better 
seed, fertilizer, and more water for irrigation. It is 
largely an extension and acceleration of the program already 
under way, and will conatitute a relatively small, but vital , 
contrihution to India's OWl!. total develop_nt program. 

S. Goals and projects in Pakistan 
••• As in India, our effort will be concentrated in a 

village development program with the primary purpose of 
increasing food production. This will be done by teaching 
and showing the Pakistani farmer how he cnn increase the 
yield of his food crop. through better .eed, use of ferti­
lizer, rotation of crops, and more efficient farming tech­
niques. American techniciana working jointly with greater 
numbers of Pakistani technicians will demonstrate the 
benefits to the farmer of modern agricultural practices. 

In addition, fertilizer will be imported to increase 
the production of food while at the same time showing the 
farmer the value of fertilizer in increased food 8upply. 
United States aid is helping establish a factory in Pakiatan 
to produce the fertilizer that i. required by ita agriculture, 
while in the field of health the program concentratea on 
measures to combat malaria, trachoma, and other debilitating 
diseaaes. The program will a180 support Pakistan'. land 
reclamation program in the Indus Valley of west Pakistan and 
the Brahmaputrs Valley of east Pakistan by furniahing the 
neceaaary engineering lervicea and the ainking of tube wella. 

In the recodification of U.S. foreign aid programs which took place in the 

19S4 Mutual Security Act, Title II was na.ad Development Assistance. The 

total amount authorized, some $299 million, was larger than the $212 

million tbat had been appropriated for the previoua fiscal year. Together, 

development asaiatance and technical a •• istance totaled some $433 million. 

When combined with the new $ISO million "Special Fund," the potential for 

economic aid funds to leIS developed countries in 1955 was over $600 million. 

The legislative statement in the new Development Assistance authoriza-

tion (Title II) vas extremely terle and uninformative and in fact contained 
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00 Declaratioa of Purpoae aa did Titlea I (Hutual DefeOle Aa.i.tance) 

and III (Techaical Alsiataace). 

Section 201(a) merely atated for eaeh area of the world given developmeat 

a.sistance 

There ia hereby authorized to be appropriated to the president 
for the fiacal year 1955, not to axceed-

••• for aa.istaace deailDed to promote the ecoDomic dave10pmeDt 
of •••• aDd for other typea of aasiateoce de.igoed to help maiDtaiD 
ecoDomic aDd political stability iD the area; 

Of the two authori&iDI committee report., tbat of the Foreign le1atioOl Com-

mittee made DO separate breakdowo or exa.dDatioa of "DevelopmeDt A •• i.taDce." 

While the House Foreigo Affair. Committee leport (8. Rept. 1925. Part I) did 

address the purpo.ee of the new title, the logic of the juatificatioD pre-

aented wa. almoat circular. 

Development assiatance is mada avai1ab1a ia order to make 
poaaib1e or to accelerate projects or activitiea which basic 
Uoited Ststea iDterest requirea to be undertaken aDd whieh, iD 
the abseDce of such additioaal a •• iatance, would oat be UDder­
t.kea or, if undertaken, would oat be carried out .t the rate 
required by United Statea foreigo policy. 

Deve10pmeDt assiatance is immediately directed toward goa1a 
whieh are Dot primarily military iD ch.racter, whereaa assiatance 
UDder title I bas as ita first afa, and cODtro11i08 juatificatioD, 
the attainment of military objectives. 

In maDY key countries of the Dear East and South Asia, United 
Statea iDtereats require the .cce1er.tioD of ecoDemic development 
or the ao1utioD of other urgent ecoDemic prob1~. Tha United 
St.tea, through techDica1 cooperatioD, i. providing tbe nec .... ry 
ingredient of techaica1 akil1a aad know-how which iD the 1008 raoge 
will make moat effective UBe of available re.ources. Deve10pmeDt 
as.istaace is required, however, to solve specific and immediate 
economic problema which are beyond the phyaical aad fiuaocia1 
capicity of the countries themselves, either through uae of tbeir 
ova resourcea, or through borrovi08 from exi.ting public or private 
lendi08 iOltitutioOl. 

2. ladia 
The developmeat .. aiataace compoaeDt of the fiscal year 1955, 

$85,000,000, program will cODtiaU8 the fiscal year 1954 program 
with emphaaia 00 DODagricultural developmeDt, iacludi08 iaduatry\ 
traD8port (railroad rehabi1itatioa), eod aODe aBaeDtia1 alactric 
power for ecoDomic expansioa at crucial poiDta ••• 
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••• India's inadequate transport faeilities eonstitute a 
serious bottleneek to development. Irregular deliveries often 
result in industrial shutdoWDS Whieh in turn eause high eosts 
and unemployment. The inadequaey of transport limits the 
ability of India to export bulk eommodities sueh ae eoal, 
iron ore, and manganese. $10 million is presently programed 
for continued assistanee in the replaeement and rehabilitation 
of Indian rolling Itoek during fiseal year 1955. 

Another major phase of India's industrial development for 
WhiCh assistanee has been requested is the proposed expansion 
of the Sindri fertilizer plant. This plant will inereaae 
India's industrial output and eontribute to the inerease of 
farm produetion by providing a permanent domes tie souree of 
fertilizer. An amount of $4 million of development assistanee 
is presently programed for assistanee to this plant during 
fiseal year 1955. 

3. Bolivia 
Bolivia is the only Latin Ameriean eountry to WhiCh it is 

presently planned to provide development assistanee. 
The purpose of the program is to assist Bolivia in meeting 

ite minimum essential food requirements and apart from the 
alleviation of an emergeney, to enable Bolivia to make some 
initial progress in agrieultural diversifieation so that 
dependenee on tin earnings may be lessened. Sinee the Bolivian 
plan for agrieultural divereifieation and eeonomie expansion 
eannot be expeeted to begin to show appreeiable results before 
the end of ealendar year 1955, and Bolivia's ineome from 
minerals exports is expeeted to be even leIS than in 1953, 
further aid in the amount of $9 million il proposed for fiseal 
year 1955. This will be used primarily for foodstuffs and also 
for the purChase of a limited amount of agrieultural and indus­
trial equipment and supplies required for the diversifieation 
program ••• 

One of the most striking features of the eommittee report is the leek 

of referenee to any outside threat as justification for these actions. The 

basie assumption appears to be that development assistance stood.by itself 

and really needed no further justifieation. 

The $240 million authorized for development assistance by tbe 1956 

Mutual Seeurity Act in the Middle East countries was to be distributed to 

Egypt, Israel, Jordan, Lebanon, Libya, Ceylon, India, Nepal, and Indonesia. 

A speeial $100 million "Special Autborization" was reserved for tbe Middle 

East and Afriea. This speeial autborization was to be used, in the words of 
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tbe Seoate Foreign Relations Committee report, "to give tbe Preaident autbor-

ity and funda to take advantage of opportunitiea whicb may present tbemselvee 

to contribute to and etability in tbe area." 

The report indicated tbat tbe special autbori&ation for tbe Kiddie Eaat 

and Africa could be used for any of tbe following: defense support, develop-

ment aaeistance, technical cooperation, or relief, rebabilitation, or reeettle-

ment of refugees. 

Thue, a. eerly aa 1956, Congress bed authorized tbe eaecutive branch to 

use, practically interchangeably, tbe range of economic aid programa tbat vere 

contained in tbe llutual Security Act in order to "contribute to peace and 

stabi li ty" in tbe area. 

a. the 1957 KIT Study for tbe Senate Special Committee to Study tbe Foreil! 
Aid Program 

In July of 1956, the Senate pae.ed Resolution 285, creating tbe Special 

COIIIIIIittee to Study tbe Foreign Aid Program. COIDpoeed of aU members of tbe 

Foreign Relations COIIIIIittee, and tbe chairmen and realting minority members 

of tbe Senate Armed Services and Appropriations COIIIIIIitteee, tbe Special CQIII-

mittee vae, among otber tbings, to eaamine tbe proper objectivee of U.S. 

foreign aid, tbe forma tbe aid sbould take, and tbe capability of tbe United 

Stat •• to extend aid. As part of tba project, eleven eeparata contracts were 

lat to scademic and research institutions. One of tbeae contracts wae "The 

Objectives of U.S. Economic As.istance Programs, .. frOID tbe Center for Inter-

1I8tional Studiea of tbe Haseacbuaette Institute of Technology (KIT). The KIT 

study was written by • team beaded by Kax F. Milliken. Among tbose included 

on tbe teaa vere Welt W. Ilostov, Charles P. Kind leberger , Everett E. Bagan, 

and Lucian W. Pye. 



91 

CRS-13 

The Millikea-Rostow .tudy, publi.hed by tbe Committee ia 1957, e.tab­

li.hed the iatellectual fouadatioa which Coagre •• and the Admiaistratioa begaa 

to use ia justifying u.s. development aa.i.tance policy. Thi. justification, 

to a greater or lesser extent, is still used today. 

The heart of the .tudy is the second sectioa in which the author. broadly 

define the American national interest and suggest a strategy which would best 

use our econemic resources to advance the oational interest. The proposed 

stratelY is based upon the cooviction that a policy of deterrence asainat the 

Soviet military threat is aot of itself adequate to achieve the kind of ~ 

environment favorable to the United States. 

In a subsectioa entitled "Beyond Deterrence" the HIT study .tates that 

containment requires more than a sustained demon.tration that the vestera 

allies can and will prevent a Soviet takeover of border areas. Containment 

falls .hort in not recognizing that the urgent search of the newly emerging 

countries for 801utiona to their problema offers an opportunity for positive 

Americaa action beyond coataiaaent. 

In the view ot'the authors, the Daited States has an opportunity "in the 

nelEt two or three decades" to resolve the cold war and to promote a more con­

geaial exteraal enviroOlDent. This view is based upon what are called two 

facts sad a proposition. 

The first "fact" i. that one third of the world's popUlation haa come to 

share a detp.rm1natioa to overcome quickly centuries of political inertia and 

economic stagnatioa in order to "achieve a larger national dignity" aad to 

create eKPanding ecoaemies and rising standards of living. 

The second "fact" is that the United States is a country of "i_nae and 

fast increasing vealth," and hence in a position to deploy abroad substantial 

resources while continuing to raise it. own standards of living. 
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The propositioa presented ia that a "comprehenaive and austaiaed program 

of Americaa ecoaomic aasistaace" designed to help leas developed couatries 

create the coaditioas for self-austainiag ecoaomic growth caa, ia the short 

rua, I118terially reduce the daager of conflict by aggressive miaor povers and 

caa, "ia say, tlIO or three decadea," result ia aa overvbelllliag prepoaderance 

of societies with a succeaaful record of aolviag their problems without resort 

to coercioa or violeace. The eatablishmeat of theae aocietiea, the report 

atatea, givea the beat promi.e of a favorable settlement of the Cold War and of 

a peaceful, progressive world enviroameat. 

The study thea provided What it called the four supports for the proposi­

tion. These are 1) American ecoaomic .. sistance could lead to ecoaomic growth 

by removiag "bottleaecks" to ecoaomic growth 8uch as iaadequate capital or 

knowhow. 2) American a .. istance caa be designed to prOlDOte politically .. ture 

and stable 8ocietie •• 3) If a majority of LDe8, e8pecially those ia Asia, demon­

atrated over a l()-to 2()-year period that they wre able progreuively to reaolve 

their iaternal problema without resort to totalitarian solutioas, thea the oaly 

rational optioa remainiag to the Soviet Uaion would coasist of a aegotiated 

.ettlemeat with strong built-in aafeguarde agaiaat international violence, and 

4) It waa an easeatial American intereat, even apart from the cold war, that 

the LDCa ia Africa and Asia achieve economic growth withia a democratic frame­

work. 

The third aectioa of the study, "The aelation of Development Assistance to 

Aid ProgrlllllB Baving Other Purposes," makea, 8IIIOag others, the argument for a 

continuatioa of Defease Support and Security Supportiag Assi.tance and ESP type 

of "ecoaomic" aid to be U8ed to eacourage political stability. 

The final aignificant portion of the MIT study deals with "Aid Chanaela." 

Whi le the prilll8ry purpose of the section is to e:allline the costa and benefits 



93 

CU-15 

of uaing varioua bilateral .ad multilater.l .id ch.nnela. the .tudy aets 

out six criteria th.t should be weighed in deciding upon the IIIOst effec-

tive channela for economic .id. two of which rel.te directly to program 

r.tion.les. 

2) ••• The ch.nnel choaen ahould cr •• t. in the minds of the 
peoples of the world the most f.vor.ble imaae possible of 
onited St.tes IIIOtivee aDd intentions. In .ny aid program it 
will occ.sion.lly be nec •••• ry. in .ccordenc. with the .id 
criteria .stablished. to limit .id to • couatry to l.se th.n 
it feels it would .ffectively use .nd to reject cert.in pro­
j.ct. or programs. Onle.. the .id channel has helped engender 
confidence in the recipient countries that decisions .re made 
accordin to ob·ective economic criteria sus icion ma arise 
that .id il beins siven or ulter10r polit1cal or imper1a11atic 
!.!!!!!!!.-

4) Ch.nnell .hould be 10 delil!ed a. to remove aid .s f.r .1 
possible from the context of Eaet-West com~tition. Confidence 
should be establilh.d. for example. th.t UD:ted State. econo­
mic .id for development i. Dot beiDS emplored .s • t.ctical 
wea 00 of forei ali inteoded to bu .llies or couoter 
Sov1et .1d moves. AD .1d program W1ll oat .chieve 1tS ob ec­
tive. unl ••• the recipieots .ra coavioced th.t their foraign 
policy 18 10 00 wtq compromieed by it aod that .id aad ecoo­
omic advice .re offered lolely to h.lp them promote development. 
(emphasis added) 

While it il elsy to .scribe significaot policy changes to single document. 

when. io fact. there mtq have beeo maoy reasons for the ch.oge. it is clear 

th.t the MIT study set the fouod.tions for. U.S. development policy th.t 

bec_ evideot with the 1959 !6stual Security Act. The basic priociples 10 the 

study. that • comprehensive •• ust.ioed developmeot .id program was io the U.S. 

iotereat. th.t U.S •• id could le.d to ecooomic growth. that O.S •• id to the LDCs 

could be • we.poo ag.inst the Soviet Ooioo •• ad fioally. th.t lid should be 

giveo according to "objective economic criteria" .ad oat be used for t.ctic.l 

foreign policy purpoae ••• 11 beg.o to appe.r in congression.l documeots. 

While the MIT report rightly criticized the vagueDess of Presideot Truman'a 

assertioo of the U.S. atake io the leas developed couatriea (aee p. 12 of the 

Seo.te Priot) 10 hie Poiot IV addres •• the report itself did oat go much beyood 

87-392 0 - 82 - 7 
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this except to attempt to tie the U.S. stake it in a very indirect fashion to 

U.S.-Soviet competition. A major operational dilemma implicit in the study's 

argument arises from its claims that successful O.S. economic aid will be an 

effective weapon in moving the LDCs away from possible Soviet influence, but 

that the aid must be divorced from aay possible connection with East-West 

conflicts. Thus, the Congress and aid bureaucracies were to sustain a program 

designed to meet a goal that was not directly to shape the program nor to be 

referred to in subsequent rationales for it. 

b. The 1959 Modifications of Mutual Security Act Policy Language 

In 1959, the Senate Foreign Relations C.ommittee proposed changes in the 

Statement of Policy section of the Mutual Security Act which, while intended 

to "clarify misunderstandings as to the objectives of the Hutual Security 

Act," in fact marked a continuation of some of the existing justifications 

for development assistance. The Committee proposed that the statement of 

policy, which formerly concentrated almost entirely on the dangers of inter-

national communism, be amended to read 

SEC. 2. STArEKENT OF POLICY.--(a) Through programs of assistance 
authorized by this Act and its predecesaors, the United States has 
helped thwart COIIIIIIUniSt intimidation in maay countries of the world, 
helped Europe recover from the wounda of World War II, supported 
defensive military preparations by nations alerted by Communist 
aggression, and has soundly begun to help peoples of economically 
underdeveloped areas to develop their resources and improve their 
living standards. 

(b) Programs authorized by the Act contiDUe to serve the fol­
lowing principal purposes: 

(1) The Congress of the United States perceivea the 
identity of interest which exists between the people of 
the United States and the peoplea of other lands who are 
striving to establish and develop politically independent 
and economically viable units, to produce more gooda and 
services and improve ways of living by methoda which re­
flect popular will, and to establisb responsible govern­
ments which cooperate with like-minded governments. The 
Congress declares it to be a primary objective and need 
of the United States to share these strivings by giving 
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generously of our knowledge and substance to peoples 
willing to work energetically toward these ends . 

In its report on the 1959 Mutual Security Act, the Foreign Relations 

Committee esplained 

The new points added to the statement of policy by the 
committee are designed primarily to indicate the congressional 
view that programs of economic and political development are 
worthwhile in themselves, irrespective of the Communist threat, 
and tbat theae programs reflect a mutuality of interest between 
the Vnited States and the other proples concerned. Such a state­
ment, in tbe committee's judgment, will be helpful in clesring 
up some of the misunderstanding whicb surrounds the objectives 
of the mutual security program, botb at home and abroad. The 
purpoae ia to give added emphasis to the program's positive 
aspects which are now frequently confused with its negative, 
anti-Communist aspects. 

The esplanation, and the policy, were ess8nti8lly consistent with thoae of 

the 1956 HIT study, and, going back even further, in President Truman's 

justification for the Point Iy program: economic aid 'for development is not 

directly related to the communist threat, ratber it i8 worthwhile in itself. 

What is increasingly ambiguous, however, ia the degree to which directly 

dealing with the threat of communism was a program goal during this and 

subsequent years. 

The changes proposed by the Foreign Relations Committee were accepted 

by Congress and became part of the Mutual Security Act in P.L. 86-108. 

c. The Foreign Assistance Act of 1961 and Subsequent Amendments 

In his inaugural address, President Kennedy pledged to help the poor 

countries of the world "not because the communists are doing it, but becauae 

it wa. right." The Foreign Assistsnce Act of 1961 marked a continuation and 

espan.ion of the self-justifying rationala for development asaiatance and, 

in fact, a decrease in the amount of space devoted to expressions of concern 

over communism and communist activities in the Third World . 
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The internal arrangement of the Mutual Security Act was revised. The 

authority for development assistance was placed immedi ately after the State-

ment of Policy in Part I, while military aid waa placed in Part II. As the 

excerpt below indicatea, the new statement of policy drew heavily upon the 

thinking in the 1956 MIT study . 

It is the sense of the Congreaa tbat peace depends on 
wider recognition of the dignity and interdependence of men, 
and aurvival of free institutions in the United States can 
best be achieved in a worldwide atmosphere of freedom. 

To thia end, tbe United States has in the past provided 
assistance to help strengthen the forces of freedom by aiding 
peoplea of less developed friendly countries of the world to 
develop their resources and improve their living standards, 
to realize their aspirstions for juatic~, education, dignity, 
and reapect aa individual human beinga, and to establish 
responsible government. ' 

The Congress declarea it to be a primary necessity, 
opportunity, and responaibility of the United States, and 
consistent with ita tradition. and ideals, to renew tbe 
spirit which lay bebind these paat efforts, and to help 
make a hiatorie demonatration that economic growth and 
polit i cal democracy can go hand-in-hand to the end that 
an enlarged community of free, stable, and aelf-reliant 
countries can reduce world tensions and inaecurity. 

Also, the Congress reeffirms ita conviction that the 
peace of the world and the security of the United Statea are 
endangered as long as international communiam continuea to 
attempt to bring under Communist domination peoples now free 
and independent and to keep under domination peoples once 
free but now subject to such domination. It is, therefore, 
the policy of the United State. to continue to make avail­
able to other free countries and peoples, upon request, 
assiatanee of such nature and in auch amounta as tbe United 
States deems sdvisable and as may be effectively used by free 
countries and peoples to help tbem maintain their freedom ••• 

In ita report on S. 1983, tbe bill which eventually became the Foreign 

Assistance Act of 1961, tbe Senate Foreign Relations Committee noted that 

the overall policy statement'was comparable to that already in existing 

law. However, some new points had been added, sucb as basing economic aid 

on longrange plans related to the aocial as well as the economic aspects of 
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development . Another subsection declared the aid programs were to be made 

responsive to the aelf-help efforts of the people receiving such aid, with 

emphasis on long-range development assistance. The report further noted 

tbat, as a matter of policy, assistance would be provided i n some areas for 

tbe purpose of promoting stsbility. 

The continuity in policy which the Foreign Relations Committee cited 

was also noted by the Bouse Foreign Affairs Committee, which pointed out in 

ita report that tbe policy statement in B. R. 8400 (the House foreign aid 

bill) included an endorsement of the new emphasis on long-range development 

plsna plus s reaffirmation of policy atstements in previous legislation. 

Among tbe latter waa s subsection declaring it to be tbe policy of tbe United 

States to make aseistance available to free peoples as long as the threat of 

international communism continued. The policy statement adopted by the con-

ference committee, which became tbe atatement embodied in the act, combined 

tbe laosuage of both Bouse and Senate veraions. 

The nature of tbe justification for foreign aid was well-expressed by 

Senator Fulbright in his speech to the Senate on the Foreign Assistance Act 

of 1961. He said: 

The compelling rationale of foreign aid is twofold. 
First, it purports to advance tbe security iateresta of the 
United States by helping to atabilize the emergeat nations 
which in the decades ahead will almost certainly constitute 
the decisive weight in the world balaace of power. Secoadly, 
our aid aims to provide succor for the aeedy - the materially , 
and spiritually, deprived majority of mankiad . There is a pulse 
of sympathy in our assistance, aa instinct of compassioa that, 
with few exceptions, haa figured promiaeatly in our foreiga 
relatioas aiace the foundiag of the Republic . 

In addition, the Senator maintaiaed that: 

This year's bill represents a worthy .tart toward a whole 
new concept of foreign aid -- a concept based on long-range 
development ratber than piacemeal projects, on progress toward 
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self- sustaining growth rather than short- range relief, on 
mult i lateral ass i stance by sll of tbe prosperous free nations 
ratber than unilateral American responsibility . 

Finally, the Senator asserted tbat while tbe requirements for a successful 

aid program in the 1960s would hardly be comparable to thoae of the 

Harshall Plan, the necessity for assistance to the underdeveloped countries 

was rooted in the same basic considerations that motivated the plan. Be 

quoted Senator Vandenberg who, upon reporting the Economic Cooperation Act 

of 1948 said, "This legislation, Mr. President, seeks peace and stability 

for free men in a free world. It seeks them by economic ratber than by 

military lIIeans." 

The 1961 act also provided for economic development and technical 

assistance grants. The law specifically Btated that in countries in the 

earlier stages of econolllic development, programs for the developlllent of 

education and human resources should be empbasized, and the furnishing 

of capital facilitias for other purposes sbould be given a lower priority. 

Section 621 of the Foreign Assiatance Act of 1961 provided that the 

President was to exercise his functions under the act through such agency 

or officer of the u.S. Government as he lIIight direct. This authority was 

delegated to the Secretary of State by Executive Order 10973 of November 3, 

1961, which also directed the Secretary of State to establish an agency in 

the State Department to be known as tbe Agency for International Develop-

lIIent. A. a result of the Foreign Assistance Act and theae executive branch 

directives, the basic organizational structure of the u.S. aid program was 

put in place for al1llost two decades. 

The policy section of the Foreign Assistance Act of 1962 offered no 

additional justifications for the aid program. It did add amendments to 
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the atatements of policy contained in the 1961 act. Noteworthy among 

these, in view of the later adoption of the New Di rections legislation, 

vas a declaration to tbe effect tbat the higbest practicable empbasis 

should be given to programs providing loans or loan guarantees for use by 

institutions and organizationa wbich would in turn make low interest loans 

for the purchase of small farms or homes, for equipping or strengthening 

small busineases, for purchasing tools to carryon a trade, or for obtaining 

practical education in vocational and occupational skills. Sucb emphaais 

was also to be placed on programs of technical assistance and development 

wbich vould a •• ist in establishing a favorable environment for the foregoing 

programs. The policy declaration further proclaimed the sense of Congress 

that each assi.ted country should be encouraged to give "adequate recogni­

tion to such needs of the people" in the preparation of national development 

programs. 

The Foreign Assistance Act of 1962 added a new title, Title VI, whicb 

autborized development loans for the Alliance for Progress. Presumably tbe 

objective was to upgrade assistance to Latin America by providing a separate 

allocation for tbis purpose. Assistance under this title was to be directed 

tovard tbe development of human as well as economic resources. In addition, 

language added in 1962 autborized the President to assist in fostering mea­

sures of agrsrian reform, including colonization of uninhabitated areas and 

redistribution of the land, witb a viev to insuring its more equitable 

ownership. 

A new subsection (f) vas added in 1963 which provided that nO assis­

tance would be furnished to a project from the Development Loan Fund unless 

the President determined that the project would promote economic development 
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in the borrowing count ry, t aki ng into account t he current human and material 

resources of t hat country and the r elationshi p of the objectives of the 

pro j ect t o t he overa l l economic development of the country. The project had 

to spec ificall y provide for "appropriate part i cipation" by private enterprise. 

In 1964 t he Senate attempted to carry this philsophy one step further 

by requiring that the President study the feasibility of establishing tax 

and other incentives for private enterprise to help develop the economic 

resources and productive capacities of the less developed countries. The 

House bill did not contain a comparable provision, and the Senate receded 

in conference. But the Bouse bill did contain a provision that i t was the 

sense of Congress that the Agency for International Development should con-

tinue to encourage the use of engineering and professional services of u.S. 

firms or their affiliates in financing capital projects authorized under the 

act, and this provision was incnrporated in the Foreign As sistance Act of 

1964, although not in the policy segment. While indicating that Congress 

was trying to bring private resources to bear on the development problem, 

these provi . i ons did not affect the underlying rationale for the foreign aid 

program. But an insight into congressional thinking as to the purpose of 

the aid program is provi ded in the following comment from the Senate Foreign 

Re l ations Commi t t ee in its report on the 1964 bill: 

It i s mo r e difficult to see whether public understanding 
of the 9id program i s growing s i gnificantly with the passage 
of t i me . To some extent, the lack of understanding reflects 
a fai l ure t o percei ve that the aid program is a mUltipurpose 
i nstrument of fore ign policy, not a single doctrinal approach 
t o t he problems of the developing world. The criticism that 
fore ign a id wi ll not S'Jcceed until there is agreement on what 
t he pr ogram seeks to achieve is not realistic. Clearly, the 
i mmed i ate obj ective of forei gn aid in Africa, for example, is 
by and l arge quite di f ferent from that in Latin ~erica, and 
its i mmediate objective there i s different from that in south­
east Asia. There i9, to be sure, the broad underlying purpose 
of encouraging the development of a stable world order, within 
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which independent societies may freely pursue policies deemed 
consistent with their own highest interests. the foreign aid 
program should contribute to this purpose by helping transi­
tional societies along the path toward stronger economies and 
institutions; by helping others to preserve their independence; 
by helping primitive societies to learn and deal with contem­
porary problems and opportunities. 

Senator Horse entered a separate report altogether on the Foreign 

Assistance Act of 1964, in which he made some trenchant criticisms of the 

program. He said that aid must serve the interests of the United States, 

and that he believed in "strings" on aid. Congress could not spend money 

for the general welfare of other people, no matter how deserving, he said. 

Hence, foreign aid could not serve a purely humanitarian purpose, devoid 

of self-interest for the United States. He questioned whether the program, 

as it operated, really served U.S. self-interest. He did not believe that 

aid intended for security reasons, or, as he put it, "for reasons of 

political intrigue," served our long-run interests. He said that aid should 

be primarily developmental and for specific purposes, with short-run consid-

erations very secondary, instead of the other way around. It appeared that, 

in Senator Horse's view, aid could not be justified in both security terms 

and developmental terms at the same time, at least not if one were thinking 

in long-range terms. 

In 1966 three criteria were added that were to be taken into account in 

making development loans. These included: first, the recipient's progress 

toward the rule of law, freedom of· expression, recognition of the importance 

of individual initiative and private enterprise; second, the degree to which 

the recipient was taking steps to improve the climate for private investment; 

and third, whether or not the activity to be financed would contribute to 

the achievement of self-susta.ning growth. these criteria, rather than 

instituting any new rationale for development assistance, could be said to 
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illustrate an aim not often voiced about the aid program; namely fostering 

the development of societies broadly similar to the American model. 

d. New Directions Precursors in the Major Policy Revisions of the Foreign 
Assistance Act of 1967 

In 1967, for the first time in a half-dozen years, Congress made a 

major restatement of the policy underlying the foreign aid program and added 

a new section (sec. 207) on the purposes of development assistance. Section 

102 of the Foreign Assistance Act of 1961 was completely amended and included 

the following language: 

The Congress declares that the freedom, security, and pros­
perity of the United States are best sustained in a community of 
free, secure, and prospering nations. In particular, the Con­
gress recognizes the threat to world peace posed by aggression 
and subversion wherever they occur, and that ignorance, want, and 
despair breed the extremism and violence which lead to aggression 
and subversion. The Congress declares therefore that it is not 
only expressive of our sense of freedom, justice, and compassion 
but also important to our national security that the United 
States, through private as well as public efforts, aasist the 
people of less developed countries in their efforts to acquire 
the knowledge and resources essential for development and to 
build the economic, political, and social institutions which will 
meet their aspirations for a better life, with freedom, and in 
peace. 

Congress further declared that to achieve the objectives of the 

Act, programs authorized by the Act should be carried out in accordance with 

the following principles: 

First, development is primarily the responsibility of the 
people of the less developed countries themselves. Assistance 
from the United States shall be used in support of, rather than 
substitution for, the self-help efforts that are essential to 
successful development programs, and shall be concentrated in 
those countries that take positive steps to help themselves. 
Maximum effort shall be made, in the administration of this Act, 
to stimulate the involvement of the people in the development 
process through the encouragement of democratic participation 
in private and local government activities and institution­
building appropriate to the requirements of recipient nations • 

• • • • • • 
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Fourth, the first objects of assistance shall be to 
support the efforts of less developed countries to meet the 
fundamental needs of their peoples for sufficient food, good 
health, home ownership and decent housing, and the opportunity 
to gain the basic knowledge and skills required to make their 
own way forward to a brighter future. In supporting these 
objectives, particular emphasis shall be placed on utilization 
of resources for food production and voluntary family planning. 

The two passages quoted above foreShadow the later New Directions 

policies. Similarly, section 207, on the purposes of development assistance, 

contained the following provisions: 

In furnishing development assistance under this chapter the 
President shall place appropriate emphasis on -

(a) aasuring maximum participation in the task of economic 
development by the people of less ~eveloped countries 
through the encouragement of strong economic, political, 
and social institutions needed for a progres.ive democratic 
society; 

(b) programs directed at enabling a country to meet the 
food needs of its people from ita own resources, including 
the furnishing of technical knowledge and of resources 
necessary to increase agricultural productivity; as.is­
tance for improved atorage., transportation, .. arketing, slld 
credit facilities (including provision of foreign currency 
loan. to .... 11 farmers), cooperatives , vater cOllservation 
programs, alld adaptive research programa; and technological 
advice; 

(c) a •• iating recipient countries in their effort. to meet 
increaaing needs for trailled manpover in their developmellt 
efforts by improvillg education plannillg and research, 
training teachers and adminiatrators, developing and con­
atructing educatiollal institutions, and using modern educa­
tional technology; 

(d) developing programs to combat maillutrition, to control 
and eradicate disease, to clear slums, and to provide ade­
quate and aafe drinking vater , adequate sevage disposal 
ayatems, overall health education, maternal and child care, 
and voluntary family planning services which shall, where 
feasible, be included as part of programs of .. aternal and 
child care, and other public health assistance; 

Another section of the Foreign Assistance Act of 1967, section 208, 

also seemed to envision Nev Directions policies. In defining self-help 
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criteria it stipulated that the President should take into account the 

extent to which the receiving country was taking measures that might 

be appropriate to its needs and capabilities for increasing food production 

and improving the means for storage and distribution of food. Additional 

criteria included the extent to which the government of such a country was 

increasing the role of the people in the development process, the extent 

to which its expenditures were allocated to key developmental areas, 

including agriculture, health, and education, and the extent to which it 

waa making economic and social reforms, such as tax collection improvements 

and changes in land tenure. 

The thoroughgoing restatement of 1967 was not repeated in the 1968 or 

1969 Foreign Assistance Acts. The foreign aid bills of the early 1970s 

became focal point. for the legi.lative battles to restrict and terminate 

U.S. involvement in the Southeast Asia war. 

e. The Peterson Report 

The report of the taak force headed by Rudolph A. Peterson, which had 

been appointed by President Hixon in 1969 to make a comprehensive review 

of U.S. aid programs, was published in 1970. This "Peterson Report" 

contained a number of recommendations, on foreign aid policy and programs. 

Among the policy recommendationa were the following: 1) It should be a 

cardinal aim of U.S. foreign policy to help build an equitable economic 

and political order in which the world's people, governments, and other 

institutions could effectively share resources and knowledge. 2) The 

United States should continue to provide its fair share of resources to 

those countries showing a determination to advance. 3) U.S. aid policies 

should be redesigned so that developing countries could establish their 
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own priorities and receive assistance in proportion to tbeir own self­

belp efforts, and so that international lending institutions become tbe 

main cbannel for development assistance. 4) U.S. development policies 

sbould seek to widen the use of private initiative, skills and resources 

in the developing countries. 5) U.S. policy sbould also seek popular 

participation and dispersion of the benefits of development. 

The Peterson Report's programmatic recommendations included the 

following, among others: 1) A U.S. international development bank should 

be established to make capital and technical assistance loans, and to 

administer selected programs of special interest to tbe United States. 

3) A U.S. International Development Institut~ should also be established, 

which would be concerned with research, training, population programs, 

civic and social development, and the application of science and tech­

nology to resources and processes vital to developing nations. 4) The 

establishment of a U.S. International Development Council, whose purpose 

would be to assure that development receives greater emphasis in U.S. 

trade, investment, financial and similar policies. 

The Nixon Administration proposed legislation based on the Peterson 

Report . One of the bills it submitted, the proposed International Devel­

opment and Humanitarian Assistance Act of 1971, contained a number of 

policy recommendations, Some of which reflected the ideas and to Some 

degree the language of the Peterson Report. But this bill never became 

law. Neither did a companion bill, which was proposed as a separate 

International Security Assistance Act. The Foreign Aasistance Act of 

1971, finally passed in 1972, contained no modification of earlier policy 

statements relating to development assistance. 



100 

CRS-28 

The proposed foreign aid authorization for fiscal 1973, H.R. 16029, 

died in conference in October of 1972. It was the third time in four 

years that Congress failed to complete action on eit her a foreign aid 

authorization or appropriation . The bill covered military assistance and 

related programs, however, and did not authorize appropirations for devel­

opment assistance. Host of its policy provisions reflected Congress' desire 

to assert its powers in fore i gn affairs, which had been stimulated by the 

Vietnam experience. As the result of the failure to work out a compromise 

on H.R. 16029, Congress passed a continuing resolution authorizing foreign 

aid funding through the end of February, 1973. 

Although the New Directions legislation was not adopted until 1973, 

earlier legialation anticipated its emphasis on food assistance, health, 

and education. But such earlier legislation did not assign quite the same 

priority to these areas. More significantly, perhaps, the economic 

rationale underlying development assistance, namely the building of an 

infrastructure base through imports of capital, continued to be dominant 

until the New Directions policy came into force. In addition, earlier 

legislation did not target the poor in the manner that was attempted after 

1973. There was recognition of the plight of the poor and of the need 

for U.S. aid to reach them, but this need was not assigned top priority 

until concentration of the aid effort on capital intensive activities was 

abandoned in favor of concentration on labor-intenaive industries, agri­

culture, and food production. 

Self-help was continually cited as a requirement for U.S. develo~­

ment aid, and countries taking effective steps in that direction were 

preferred recipients uf u.S. sssistance. Those countries, and others in 

what were known as forward defense areas, might thus be said to have 
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been targeted for our aid. Also, from time to time specific groups such 

as cooperatives were sing l ed out for assistance, but there does not appear 

to have been much consistency in the way this was done. 
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I . B. BRIEF REVIEW OF THE THESIS THAT DEVELOPMENT 
IN GENERAL HAD FAILED TO BENEFIT THE POOR 

since the end of World War II a series of different approaches or 

strategies for development occupied development economist.. Among these were 

capital accummulation; the bottleneck theory, based on the availability of 

foreign exchange; industrial growth, either to substitute for imports or to 

be sold in export markets; rural development; and population control. More 

recently, in the 1970., export oriented growth , and redistribution with 

growth, or growth with equity strategies have been the focus of attention. 

The philosophical origins of the New Direction. legislation stem largely 

from two basic sources: a perception on the part of some observers that the 

raditional economic growth strategies had not adequately met the basic needs 

of the poor in the developing countries; and evidence from a select number 

of countries, predominantly in East Asia, that basic needs could be met 

through alternative development approaches. 

Until the early 1970s, the primary development approaches emphasi~ed 

economic growth as the key to overall development. According to this set 

of theories, the more rapid economic growth, the faster the overall develop-

ment process. Furthermore, it was believed that the most effective means 

of maximizing economic development was through capital-intensive industrial 

production in urban centers. Once this growth process was generated and 

sustained, the benefits from it would disperse, or "trickle down," throughout 

the economy. In time, the rural poor would be beneficiaries of the development 

process. 

In important respects, the results of the traditional development 

approach in the LDCs proved positive. Economic growth rates among the LDCs 

as a group had been quite impressive during the 1950s and 1960s. During the 

.~ 
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1960s the developing countries averaged a 5.5 percent annual increase in 

Gross National Product and an annual per capita GNP increase of 3.2 percent. 

This rate of growth was greater than that experienced by the developed 

countries at comparable stages of their economic development. Several 

developing countries had experienced annual growth rates of 10 percent or even 

higher. Some low-income agricultural societies had been rapid ly trans formed 

into countries with significant industrial sectors . Manufac t ur ed goods 

exports increased rapidly and, by the early 19708, accounted for 23 percent 

of LDC total exports. !I 

Yet, accompanying this impressive economic growth was evidence that the 

poorest inhabitants of many LDCs had been excluded from the development 

process, and in some cases, actually had been adversely affected by the high 

growth. The conSensus of a number of studies which appeared in the late 

1960s and early 19708 was that in many instance. the gains of the trickle 

down development approach had so far failed to trickle down. The Interna-

t ional Labor Organization (ILO) found that despite the s i gnificant increases 

in per capita incomes, unemploymen t in various deve oping count ries was also 

i ncreasing during the 1960s.!1 St udies by Albert Fishlow~, and I rma Adel-

man and Cynthia T. Morris il showed that not only had there been a relat~ve 

II James Grant. [Testimony] . In U.S . Congress. House . Committee 
on F07eign Affairs. Mutual Devel opment and Cooperation Act of 1973. 
Hearings, 93d Congress, 1s t session on H.R. 7484, H.R. 8258 and H.R. 
8297. June 12, 1973. Washington . U. S. Govt. Print. Off . 1973. p. 474. 

21 Inter na t ional Labor Organiza tion . Towards full employment : 
a program for Co l umb ia . Geneva , International Labor Organization, 1970. 

31 FiGhlow, Al bert. Braz il ian size di s tr i bution of income . 
American economic rev i ew, v. 62, May 1972: 391- 402. 

41 Adelman , Irma , and C. T. Morr is . Economic growth and social 
equity in developing countries. Stanford , Ca li fornia, Stanford Univer­
sity Press, 1973. 

87-392 0 - 82 - 8 
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decline in the living standarda of the lowest income stratum in the developing 

coun t ries, but also an absolute decline in income in some circumstances during 

the 1960s. Other, later, studies maintained that malnourishment 11 and illi-

teracy ~ had increased among the poor in the LOCs. 

According to one witness testifying before Congress in support of the New 

Directions legislative proposals, the bottom two- thirds of the popu l ation with-

in the developing world still had no meaningful access to health fac ilities . 

In the rural areas, the majority of the people were still illiterate. Foreign 

assistance, in the form of large capital transfers and commercial loans, had 

often only exacerbated development problems by helping to engender suffocating 

debt burdens in the developing world. In addition, significant and steady 

increases in population and rural-to-urban migration largely negated the 

beneficial effects that did result from economic growth. II 

Some people believed that another reappraisal of accepted development 

theory and practice waa needed. Much of the bas i s for a new theory of 

development was derived from the experiences in a number of low-income coun-

tries whose development strategies during the 1960s appeared to have been 

quite effective in meeting the basic needs of the poorest inhabitants. The 

countries included South Korea, Taiwan, Hong Kong, and Singapore. The ex-

perience in these countries seemed to provide evidence that a development 

11 Teutlinger, Shlomo, and Marcelo Selowsky. Malnutrition and 
poverty: magnitude and policy options. Baltimore, Published for the 
World Bank by Johns Hopkins University Press, 1976. 

il International Bank for Reconstruction and Development. Education 
sector strategy paper. Washington, World Bank, 1974. 

71 James Grant. [Testimony) In U.S. Congress. House. 
on Foreign Affairs. Mutual Development and Cooperation Act of 
Hear ings, 9Jd Congress, 1st session on H.i. 7484, H.R. 8297. 
1973 . Washington. U.S. Govt. Print. Off. 1973. p. 474. 

COlllmittee 
19iJ. 
June 12, 
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strategy could simultaneously create jobs, decrease income dls~arlties, 

increase access to health and education facilities, improve nutrition, 

and increase per capita income. It was thought that given the right 

circumstances, the poor could be productive and efficient and could 

contribute to the development process. The approach to development in 

all these countries was similar. Emphasis was placed on Q8~lmizing em-

ployment via labor-intensive economic activities and insuring access of 

the poor, usually small, rural producers to the means of production, the 

market, the financial system, and technical knowledge.!/ These countries 

become a model for the development of New Directions Concepts. 

8/ See also, Edgar Owens. (Testimony) In U.S. Congress. House. 

Committee on Foreign Affairs. Mutual Development and Cooperation 4ct 

of 1973. H.R. 8258 and M.R. 8297. June 12, 1~73. Washington. U.S. 

Govt. PriDt. Off. 1973. p. 497-507 . 
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I. C. ORIGINS AND JUSTIFICATION IN CONGRESS OF THE 
NEED FOR THE NEW DIRECTIONS LEGISLATION 

When the Foreign Assistance Act of 1973 was sent to Congre s s in ear ly 

Hay 1973, the bill was essentially a continuation of existing law . No 

policy changes were recommended and, as noted above , no sign i ficant policy 

changes had been proposed the previous year. The year before, one aid 

authorization bill had been defeated in the Senate and the authorization 

bill that did pass died in conference at the adjournment of the 92nd 

Congress. 

When administration witnesses began their testimony on Hay IS, 1973, they 

directed their remarks to supporting the administration proposal which 

recommended no major change. The Deputy Secretary and Undersecretary 

of State and the Administrator of the Agency for International Development 

all supported the portions of the bill dealing with development assistance 

as those portions were submitted. 

Simultaneously, it was reported in the press, that several members 

of the House Foreign Affairs Committee and senior committee staff were 

meeting to develop what was to become the New Directions approach. As 

the Foreign Affairs Committee hearings on the administration proposal 

continued, there was some public discussion during the hearings with 

administration witnesses about the intention of this group of members 

to offer changes. Any discussions that took place between administration 

witnesses and New Directions proponents in Congress did not appear in 

the public record. 
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On June 5, when Secretary of State William Rogers testified, the 

proposed New Directions changes had been introduced by 26 members of 

the Foreign Affairs Committee in H.R. 8258, the administration had not 

publicly responded to them. 

But, by June 6, the testimony of the AID administrators for Latin 

America and Africa was couched in terms of the new functional budget 

categories, and in terms of how the existing programs were d ~ signed 

to reach to poor. 

As Samuel C. Adams, AID Assistant Administrstor for Africa stated 

Mr. Chairman and members of the Committee, 1 would 
like to cite for you the instances of activities in 
our programs which are designed to increase the well 
being of poor people in Africa. 1 cite these as 
illustrations of the kind of things we are trying 
to do to help Africans overcome the obstacles to 
achieving a higher quality of life in the areas of 
food and nutrition, population and health, and in 
development of human resources. 

The first person to deal directly in the hearings with the proposed 

New Directions changes was Edward Mason, professor emeritus of Harvard 

University. Professor Mason was the 25th person to testify on the 1973 foreign 

aid bill. His brief testimony does not appear until page 457 of the hearings. 

The first person to deal extensively with the proposed New Directions changes 

was James P. Grant, then president of the Overseas Development Council. Grant 

appeared two witnesses after Professor Mason. 

Grant's teatimony is the clearest, most extensive, and most detailed public 

explanation of the New Directions changes and the reasons for them. It was also 
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the only in-depth presentation of the New Directions policies in the Foreign 

Affairs Committee hearings. Out of a total of 670 pages of hearings, only some 

50 pages dealt directly with the New Directions. The hearings however, were not 

printed until after the legislation was considered on the floor. 

What the House was obliged to rely upon in voting for the New Directions 

changes was the Committee Report (H. Rept. 93-388). The first 30 pages of the 

report--released one week before floor action began -- did provide a good cap­

sule description of the intended changes. 

The bill itself was finally passed on July 26, 1973 by 5 votes, 188-183. 

Of the 29 floor amendments proposed, none was specifically related to the New 

Directions policy changes, though Representative H.R. Gross of Iowa did offer 

five amendments cutting the amounts authorized in the new functional budget 

categories. 

In the Senate, hearings on the 1973 aid bill did not begin until the 

House Foreign Affairs Committee hearings had been concluded. Unlike the 

Foreign Affairs Committee, the Foreign Relations Committee had the New 

Directions proposals in relatively final form from the outset of the hearings. 

Father Theodore Hesburgh, chairman of the Board of Directors of the Over­

seas Development Council and President of Notre Dame University, played a role 

before the Senate Committee similar to that of James Grant before the House 

Committee. By that time, there seemed to be fairly widespread support on 

the committee for changes. In the record of the Senate hearings, there was 

even less explanation of the reaoons for the changes than before the Foreign 

Affairs Committee--some comments by AID Adminstrator Hannah and Father Hesburgh's 

brief testimony. Part of this was due to the pronounced opposition of Foreign 

Relations Committee Chairman Fulbright to foreign aid generally; a significant 
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amount of the pub l ic .ecord contains mate.ial and testimony not favorable to foreign 

aid of any type. 

Senat or Ceorge Aiken of Vermont, the .anki ng minority member of 

the committee set out his understanding of the purposes of the changes 

in giving the reason. he cosponsored the bill. 

Apparently, a majority of this committee prefers to 
cosponsor this bill. The reason that 1 agreed to co­
sponsor it was that it was designed to help people rather 
than to help and control the governments of these smaller 
countries and that it recommends using private organi­
zations to the fullest exten t that they can be used 
effectively. It provides that countries would set forth 
their own needs for the poorer people of their countries 
and make their own plans. Of course that does not obli­
gate us to approve of all their plans, bot it really 
helps the poorest people and not, as we found some few 
years ago, instead of helping the poorest people help­
ing some of the wealthiest people of some of these 
smaller countries. There is no question but what it 
would be helpful to certain phases of American industry, 

although that i. not the primary purpose. However, 
if supplies are needed 1 assume American industry would 
provide them. (p. 141 Senate Hearings on Foreign Economic 
Assistance, 1973) 

The Foreign Relations Committee reported out its version of the New 

Directions changes on August 2, 1973. The Foreign Relations Committee report, 

while not as detailed as that of the House Foreign Affairs Committee, did set 

out the New Directions justifications clearly. The committee reported out 

the changes in spite of the strong opposition of three senior members 

of the Committee: Chairman Fulbright and Senators Mansfield and Church. 

On the Senate floor, Hubert Humphrey, at the time the most junior 

member of the majority on the Committee, was bill manager. The only 

real debate over any of the New Directions provisions that took place during 

the entire floor consideration of the 1973 bill arose in connection with Senator 
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Fulbright's amendment to substitute a continuation of the old budget categories 

- - and reduction of $217 million in the overall program--for the New Directions 

changes. The debate on the Fulbright amendment did not provide any additional 

guidance as to the intentions of the Senate in making the New Directions 

changes beyond what appeared in the Foreign Rel a tions Committee report. The 

debate, and the 31 to 64 vote, did however clearly indicate strong support 

for the changes. 

If one concentrates on the public record, it seems clear that the New 

Directions changes were not thoroughly justified to Congress. However, 

certain members of the House Foreign Affairs Committee did have a good grasp 

of the basic intentions of the legislation. Going beyond this conclusion, 

it appears from the debate that most members of Congress, especially in the 

House, had not given much systematic consideration to the practical rami fica-

tions of the change when they voted for the bill. 

A persuasive graduate thesis on the New Directions changes provides a dif-

ferent perspective on the origins of the legislation.!1 While this paper 

does an excellent job of filling in the historical record, it does not 

present any data that would significantly modify the conclusion that the 

justifications for the changes in the public record were superficial or that 

much of the Congress, especially the House, waS unaware of the ramifications 

of the changes when the 1973 authorization was passed. 

II Berg, Ellen Z. The 1973 Legislative Reorientation of the United 
States Foreign Assistance Policy: The Content and Context of a . Change. H.A. 
Thesis, The George Washington University. 1976. Unpublished. 
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The author places the locus of the New Directions changes in three places: 

to be sure, Congress; but more importantly, AID and the Overseas Development 

Council (ODC). ~/ 

In brief, as early as 1971, internal studies at AID had recommended a func-

tional division of the foreign aid budget categories. A 1972 AID task force 

Report also recommended a functional approach. Neither of these exercises mcn-

tioned an emphasis on reaching the poor or on participation of the poor as a 

primary program goal. 

In the fall of 1972, AID Administrator John Hannah had two bills prepared: 

one a continuation of the existing budget mechanism, the other with functional 

budget categories. The draft functional bill waS informally presented to the 

two authorizing and appropriating committees at the same time it was circulated 

i nside the executive branch. Because the new format was not well received 

i nside the executive branch -- though the committees reportedly did like it 

-- the legislation which was introduced in May 1973 followed the then existing 

format. 

In earl y Apr i I, a group of congressmen -- 15 Democrats and one RepubI ican 

on the House Fore i gn Affairs Committee sent a letter to President Ni xon urging 

him to reform the a i d program on t he basis of six principles: 

1. Bilatera l foreign aid should concentrate on sharing American 
technical expertise, f arm commodities. and industrial goods. 

2. Future U.S. bi lateral support for developm~nt shou ld conc en tra te 
on functiona l sectors s uch as food production 4nd rura l de ve lopment; 
population, hea l th , and nutrition; education, manpower, and publi c 
adminis t ration . 

3. Deve l opment planning must be the responsib i lity of each sovereign 
country - - a respons i bility which many les s devel o ped countries we re 
i ncreas i ngly capable of discharging themselve s . 

Y Ibid., p. 164-172. 
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4. U.S. bilateral support should be provided only for undertakings 
submitted by the host country which involved the masses of the people 
who were trying to help themselves. 

5. U.S. development efforts should be channeled increasingly through 
the private sector. 

6. A single agency of the U.S. government should be given the respon­
sibility for coordinating all U.S. development-related inputs. 

Berg describes a series of breakfast meetings was hosted April and May 

by Representatives Clement Zablocki of Wisconsin and Donald Fraser of Minnesota. 

A group of 7-10 congressmen and staff members met five or six times to discuss 

the outlines and content of a bill. James Howe of DOC and Edgar Owens of AID 

attended some of these meetings. In addition, Charles Paolillo, then on the 

DOC staff, but later to join the Foreign Affairs Committee staff, was enlisted 

to write the legislative language. The group met to write several drafts over 

t he next few weeks. During this phase the DOC served as an intermediary be-

tween the Foreign Affairs Committee, AID, and other parts of the executive 

branch. When the bill was introduced on May 3D, it reflected the six princi-

ples in the April 10 letter to the President. As noted above, James Grant 

and Father Hesburgh testified in support of the New Directions measures before 

the relevant committees. 

Two other observations of Berg deserve comment here because of their 

relationship to Part III of this study. 

First, she concludes that there was a true divergence among the main ac-

tors as to the primary concern of the legislation. AID personnel described it 

as the shift to the functional budget structure . On the other hand congres-

sional and DOC personnel described the most important change as the emphasis 

on reaching the poor through a strategy of participation. To support this 

view, she quotes scepticism of an AID official about the participation 

strategy as well as the observations of a congressional staff member who was 
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very active in the process, that the functional budget categories, the 

limitations on large construction projects, and the selfhelp collaborative 

style all obscured the central point: the participation strategy. Th i s 

Congressional staff member claimed that, in his opinion, the Foreign Affairs 

Committee and Congress, in limiting large industrial and construction projects , 

went beyond what the participation strategy demanded. II 

Second, Berg suggests that different elements of the New Directions stra­

tegy came from different sets of participants: the functional budget category 

approach originated with AID, Congress added the idea of concentrating on the 

poor rural majority, and the participation strategy came from several people, 

most prominently Edgar Owens at AID and those at ODC. 41 

11 Ibid., p. 168-169. 

~I Ibid., p. 170-176. 



120 

I.D. CURRENT CRITIQUES OF EMPIRICAL EVIDENCE PRESENTED IN 1973 

One of the basic assumptions behind the proposals of the New Directions 

policies in 1973 was that the development process had not worked for the ma-

jority of people in the LDCs. Recent research has cast a different light on 

this issue. David "orawetz, in Twenty-Five Years of Economic Development 1/, 

has challenged the thesis that the third world was a great bottomless pit into 

which the rich countries kept throwing dollars that were used and wasted by 

corrupt local elites. 

Morawetz fairly convincingly demonstrated that there was spectacular 

growth of GNP in the LDCs in the last 25 years. Table 1 presents Morawetz' 

findings concerning growth. 

Table 1: GNP per Capita and Its Annual Growth Rate, by Region, 1950-75 !I 

Annual growth 
Population, 1974 U.S. dollars rate, 

1975 1950-75 
(millions) 1950 1975 (percent) 

Region (1) (2) (3) (4) 

South Asia 830 85 132 1.7 
Africa 384 170 308 2.4 
Latin America 304 495 944 2.6 
East Asia 312 130 341 3.9 
China, People's 

Republic of 820 113 320 4.2 
Middle East 81 460 1,660 5.2 
Developing countries 2,732 160 375 3.4 
Developing countries 

excluding China 1,912 187 400 3.0 
Developed countries 654 2,378 5,238 3.2 

a. All DECD countries except: Greece, Portugal, Spain, and Turkey. 
Sources: Columns 1 and 3: data tapes of World Bank Atlas (1977), Column 2: 
estimated by applying growth rate of GDP per capita, 1950-60 (World Bank, ~ 
Tables, 1976), to figures for 1960 GNP per capita (Atlas tapes). Column 4: 
co;puted from columns 2 and 3. -----

II "orawetz, David. Twenty-Five Years of Economic Development. Washington, 
D.C.,-World Bank, 1977. 

Y Ibid., p. 13 
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This table reveals that the GNP per capita in the LDCs increased 3. 4 per­

cent per year over the last 25 years. This was faster than today's developed 

countries grew during their development, fa8ter than the LDC. had ever grown 

before, and faster than anyone expected them to grow. 

The growth rates differ by region. The Middle East, East Asia, Latin 

America, and Africa all had per capita GNP growth of 2.4 percent per annum or 

higher. Unfortunately, South A8ia, with a population of 830 million and a per 

capita annual income of only $132, only grew at a rate of 1.7 percent a year. 

This is where the really difficult ma8sive poverty problems continue to exist. 

Horawetz' m08t striking findings, however, concern areas other than simple 

growth of GNP. He finds that by any measure, overall development over the last 

25 yeara appears to have been successful. 

The amount of food available per capita has kept pace with a doubling 

population in the LOCs since World War II. Life expectancy in the LOCs is now 

50 years. The countries of Western Europe only achieved this level of life 

expectancy in 1900, after a century of growth and development. 

Infant mortality rates in the LDCs have dropped precipitously. Hany 

diseases have been virtually eliminated. The percentage of adults who are 

literste in the LDCs now stands at 50 percent, compared to 40 percent literacy 

in 1960. Between 1950 and 1960, LDC primary school enrollments trebled and 

secondary and tertiary enrollment8 increased sixfold. 

Horawetz presents data for unemployment rates in those LOCs where reason­

ably reliable data are available: nine countries in Latin America, three 

countries in East Asia, and one nation each in Africa and the Middle Ea8t. 

These data show no clear trend toward a worsening of open unemployment. 
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In many countries, the share of the GNP received by the poor 5tayed con-

stant or increased. This means the incomes of the poor were increasing as 

rapidly as the rich and as rapidly as the average . Countries which fell into 

this category were Iran, Israel, Korea, Taiwan, Singapore, Sri Lanka, Costa 

Rica, El Salvador, and possibly Colombia. 

Another group of countries saw the share of th.e poorest group decline. 

This meant the per capita incomes of the poor were not growing as rapidly as 

the incomes of the rich or as rapidly as the average. This group of countries 

included Argentina, Brazil, India, Mexico, Panama, Peru, and the Philippines. 

There appears to be no relationship between rate of growth of GNP and the 

degree of income inequality. Some fast growers achieved wide income distri-

bution; others did not. The same was true for the slow growth countries as well. 

Morawetz examines the issue of an abeolute decline in the incomes of the 

poor. "Are there countries in which the poor have experienced an absolute 

worsening over time? Unfortunately, the available data do not allow an unam-

biguous answer to this question." 11 

Does economic growth meet basic needs? Horawetz presents data to show 

that the higher per capita income LDCs better met basic needs than did lower 

per capita income countries -- as would be expected. However, Morawetz found 

weak correlation between improvement in basic needs indices and growth in 

per capita income over the decade 1960-1970. il Thus, the data are ambiguous 

but tend to cast some doubt on the hypothesis that economic growth alone 

will meet basic needs. 

31 Morawetz, David. Twenty-Five Years of Economic Development . In Finance 
and Development, v. 14 September 1977. p. 3 

il Morawetz, David. Twenty-Five Years of Economic Development, pp. 54- 58. 
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New Directions policies grew out of the belief that growth had failed 

to benefit the poor. This is true in the sense that growth in Taiwan, Korea, 

Bra zi l, and Mexico have failed to eliminate poverty in Senegal and India. 

However , if one looks at the data, most of the poorest people are concentrated 

in a very few countries -- mostly in South Asia. Eighty percent of the people 

l i ving in absolute poverty in the world live in 40 countries with per capita 

incomes of less than $300. India alone accounts for 37 percent of the people 

living in absolute poverty. 
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Table II: The Distribution of Povert~ AmooB Couotr:z: Groue_ 

1977 Poor CUlllUlative Couotr~ COroul! Poeulat1oo !22!. Poeulatioo Percent of Percent of (1971 Per Capita GNP) (lII111ioo&) (lII111ion&) Total Poor Total Poor 
Leas thaD $15U 219 . 1 62 135.8 17.4 17 .4 (14 couotr ies) 

India - $15U 631. 7 46 290.6 37.2 54.6 
$15U - $300 401.3 51 203.6 26.1 80.7 (24 countries) 

$301 - $450 245.9 31 76.6 9.8 90.5 (13 countries) 

$451 - $1,200 326.4 15 49.0 6.2 96.7 (28 couotries) 

$1,201 - $4,800 208.5 12 24.9 3.:.! 99.9 (22 couotrie&) 

Total 
(102 couotrie&) 2,032.9 38 780.6 99.9 

Couotry groupiogs are based 00 1977 per capita CONP figures from the World Devel0l!ment Ree0rt 1979, or io a few cases from the 1979 World Bank Atlaa. Pop­ulatioo figures are from tha 1979 World Bank atlas. 

Sourca: Crosswell, Kichael J. ·~rowth, Poverty Alleviation, aod Foreign 
Assistance. 
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By and large, the poorest LDCs grew more slowly during the last 30 years 

than did the middle income LDCs. Per capita incomes in low income LOCs 

(per capita incomes of les8 than $300) grew 1.5 percent per annum from 1960 

to 1970 and only .9 percent from 1970 to 1977. Per capita incomes in middle 

income LDCs, by contrast, increased 3.7 percent per annum from 1960 to 1970 

and 3.5 percent per annum from 1970 to 1977. 

Table 2 Growth and Poverty 

Country Group 

Low-income 

Middle-income 

Average Per 
Capita In­
come Level 

($) 

170 

1,140 

Incidence 
of Poverty 

(%) 

50 

19 

Share of 
LDC 
Poverty 

(%) 

81 

19 

Average Annual 
Per Capita GDP 
Growth 

(%) 

1.5 0.9 

3.7 3.5 

World Development Report 1979 for data on income levels and growth 
rates. "l.ow-income" refer. to countries at or below $300 (1977 prices). 
Averages are weighted averages. 

Source: Croswell, Michael J. Growth, Poverty Alleviation and Foreign 

Assistance, p. 21. 

This rapid growth in the middle income LDCs has significantly reduced 

the numbers of people living in absolute poverty in these countries. Figure 

1 below clearly indicates that the incidence of absolute poverty in the LDCs 

falls dramatically as one goes up the per capita income scale. 

A?_'Q? n - A2 - 9 
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FIGURE 1 
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Source: Michael J. Croswell, "Growth, Poverty Alleviation, and Foreign 

Assistance," p. 17 

What can be concluded from all this? Successful development appears to 

be taking place almost everywhere. The le •• developed countries as a group 

continue to are experience growth in per capita gross national product. Their 

economies are being transformed at varying rates from largely agricultural 
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economies to industrial economies. During this process of growth, the inci­

dence of absolute poverty appears to be declining. It can be asserted with sub­

stantial justification that the trickle down theory appears to work. Absolute 

poverty on a Mass scale is largely a low inCOMe country phenomenon today . How­

ever, despite this twenty-five years of successful developMent, there are still 

enormous numbers of people living in absolute poverty. The best estiMates that 

have been Made of the nUMbers living in absolute poverty in the less developed 

countries center around 800 Million people. 
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II. ~~ISLAXIVE RISTORY OF THE NEW DIRSCTIONS PROVI SIONS 
IN THE FOREIGN ASSISTANCE ACT AND OTHER BILLS 

The goal of this part is to indicaee in some detail the complexity of the 

basic guide for AID in implemeting the New Directions policies, the legi slation 

itself. The format chosen is intended to allow citation to the basic hearings, 

reports and bills if further research is needed on the origi ns and reasons for 

any particular provision. 

The 1973 legislation set out the basic goals of the New Directions programs, 

major policy revi sions and refinements were then made in 1975, and less wide 

ranging changes in other years. 

A. THE FOREIGN ASSISTANCE ACT OF 1973 - (S. 1443) 

1. The House of Representatives 

On April 10, 1973, sixteen members of the Rouse Foreign Affairs Committee 

wrote a letter to President Nixon expressing the .belief that a major change 

in U.S. foreign economic aid policy was needed. The Administration responded 

with its own forei gn aid bill (H.R . 7484) on Kay 3. However, because the 

Administration bill lacked substantive changes desired by the sixteen members, 

a bipartisan group of twenty-six Foreign Affairs Committee members introduced 

their own legislation on May 30. This legialation took the form of two identi-

cal bills (H.R. 8258 and H.R. 8297) and was entitled the Mutual Development 

and Cooperation Act of 1973. 

a. Hearings 

Hearings ware held by the House Foreign Affairs Committee on the adminis-

tration bill (H .R. 7484) and the Mutual Developm9nt and Cooperation Act (H.R. 
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8258 and H.R. 8297) in ten sessioos duriog Hay and Juoe of 1973. 11 Key 

witnesses commenting 00 the reform legislatioo iocluded: Joho Hsonah (Admiois-

trator for the Agency for International Development), WilliaG Rogers (Secretsry 

of State), Keaoeth Rush (Ueputy Secretary of State), Jarold Kieffer (Assistant 

AdGinistrstor, Buresu of Population and Humanitarian Assistance, AID), William 

Paddock (author and consultant in tropical agricultural development), Orville 

Freeman (Busioess International Corporation), James Grant (President, Overseas 

Development Council), Edward Mason (Professor Emeritus, Harvard University), 

and James McCracken (Chairman, American Council of Voluntary Agencies). In 

addition, statements from Edgar Owens (AID official and author of Development 

Reconsidered) , Dsvid Rockefeller (President, Chase Manhattan Bank), R.T. Raven-

holt (Uirector, Office of Population, Bureau for Population snd Humanitarian 

Assistance, AID), and Edward Hood (Vice President, General Electric Company) 

were among those submitted for the record. 

Several common themes emerged from the hearings. Some of the witnesses 

believed that the traditional economic growth approach had failed to benefit 

the poor in a majority of the developing countries. These countrias typically 

had exhibited impressive GNP growth rates, yet the standard of living among 

the poorest had declined relatively if not absolutely. Mexico, with a captial-

intensive growth approach and high income concentration, was a commonly cited 

example of a country that had relied on the traditional approsch. 

1/ U.S. Congress. Bouse. Committee on Foreign Affairs. Mutual 

Devalopment and Cooperation Act of 1973. 93d Congrass, 1st sessioo 

on H.R. 74B4, H.R. 8258 aod H.R. 8297. Hay 15, 17, 23, 24, 31; June 

5, 6, II, 12, aod 13, 1973. Washington. U.S. Govt. Print. Off. 1973. 

m~ 



130 

CRS-3 

On the other hand, countries such as Taiwan and South Korea were 

commonly referred to a8 the "success stories" in the developing world. 

According to James Grant the decentralized, labor-intensive approaches 

of these countries had proven very effective in improving the lives of 

the poor. The poor majority had had access to capital and services to 

meet basic needa in t hese countries, and had, thus, actively participated 

in the development process . The development results in these countries 

had shown that small producers and labor-intensive means could be efficient; 

that the poor could viably contribute to development; and more importantly, 

that social equity need not conflict with economic growth. 

A proposal for an Export Development Credit Fund, perhaps the most 

novel aspect of the bill, was discussed at length. This fund was to provide 

concessional loans to the poorest countries in the developing world to facili­

tate their imports of U.S. development-related goods and services. The propo­

sal was discus8ed extensively and on the whole, very favorably. The extent 

to which this credit would increase U.S. exports as opposed to merely 

displacing existing financing was debated. It was generally agreed, however, 

that this proposal could help reverse the trend of a declining volume 

of U.S. exports to the targeted countries. Commonly raised questions included: 

Would the Fund create U.S. jobs? Given the heavy debt burden among many 

poor countries, would the additional lending merely exacerbate their problems? 

Would Fund-financed exports help development? 

The potential short and long-term benefits that would accrue to the 

United States from the Hutual Development and Cooperation Act were reviewed 
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extensively. 11 It was generally felt that passage and implementation 

of such a bill would serve U.S. interests. It was observed that the developing 

world -- which occupied two-thirds of the earth's land area, contained vast 

amounts of natural resources and seventy-four percent of the world's total 

population -- would continue to playa major role in the global economy. 

The need for good relations with the developing countries was, hence, 

largely recogni~ed as self-evident. The promotion of a development strategy 

as outlined by the Mutual Development and Cooperation Act was commonly 

viewed as one way to engender these good relations. 

From an economic standpoint, the developing world was viewed by many 

witnesses as not only a potential source of vital raw materials and 

energy supplies, but also as an increasingly important market for U.S. 

good.. According to AID Administrator, John Hannah, thirty percent of 

all U.S. exports went to developing countries in 1970. Hannah maintained 

that the investment of U.S. capital in developing countries totaled 

$30 billion and was growing at about ten percent a year. Strong, 

healthy relations were needed to enable the development of a satisfactory 

international monetary system as well. 

In addition, it was maintained that the new bill, by helping to alleviate 

the poverty and inequality in the developing countries, would contribute 

to world stability and peace. Finally, it was contended that the U.S. 

economy would benefit directly from this foreign aid bill since most of 

the fund would be spent in the United States. Secretary of State William 

Rogers noted that approximately eighty percent of U.S. foreign assistance 

2/ Included among the witnesses that discussed such matters were 
AID Administrator , John Hannah and Secretary of State, Wllliam Rogers. 
Ibid., p . 50ff and p. 254ff. 
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money was being spenc in chis councry. 1f 

William Paddock provided the primary criticism of the new legislation 

and of AID programs in general. if Based on hi. field scudy of che "mosc 

effective" developmenc projects <as determined by the various development 

organi~ations that he approached) in Central America and Mexico, Paddock 

concluded that development professionals did not know how to implement 

effective development programs. Of the various projeccs he examined, none 

aucceeded in achieving the intended objectives. Paddock staced thst few 

professionals in che developmenC field reali~ed the extenc of their ignorance, 

"we do not know that we do not know how" to implement effective development 

programs. 2J Furthermore, chere was no accurate way to measure tha 

effectiveness of a projecc. The field reports were "grossly biased." 

Finally, foreign aid programs merely raised false hopes in the developing 

world. The drastic action needed to adequately upgrade the lives of the 

world's poor majority would possibly never be undertaken by the developing 

countries a& long as they could continue to rely on the meager flow of aid 

from the developed countries. Paddock advocated a two-year moratorium 

on the start of any new AID program of loans. According to Paddock, AID 

should use this time to assea. its past programs to "determine which parts 

were effective, which were not, and why," and to develop cechniques for 

measuring the effectiveness of fucure programs. 

11 Ibid., p. 295 . 

!! Ibid., pp. 370-389. 

21 Ibid. 



l~ 

b. House Foreign Affairs Committee Report 

After a mark up session on the bills, Foreign Affairs Committee Chairman 

Thomas Morgan introduced a clean bill, H.R. 9360, on July 18. The following 

day the Foreign Affairs Committee ordered, by a vote of thiry-one to nine, 

H.R. 9360 to be reported. Following is a summary of the "New Directions " 

portions of the House bill as stated in the House Report. il 

1) Title of Act and Change in Name of Agency 

The Foreign Assistance Act of 1961 was to be amended by the Mutual 

Development and Cooperation Act of 1973. The name of the agency responsible 

for administering the programs under the act was to be changed from the 

Agency for International Development to the Mutual Development and Coopera-

tion Agency (MOCA). 

The intent of such changes was to reflect more accurately the nature 

of the interdependent relationship emerging between the United States and 

the developing world. AID and "aid" had come to connote a one-way donor-

recipient relationship. The title changes were to better depict the 

development process as a mutually beneficial one. 

2) Statement of Policy 

U.S. bilateral development aid was to concentrate increasingly on 

sharing American technical expertise, farm commodities, and industrial 

goods to meet critical development problema, with consequently less emphasis 

on large-scale capital transfers. The commitee concluded that GNP growth 

was not a sufficient criteria for development. Benefits from capital 

transfers of past foreign aid programs largely failed to "trickle down." 

61 U.S. Congress. House. Committee on Foreign Affairs. Mutual 
Development and Cooperation Act of 1973; Report to accompany H.R. 9360. 
Washington, D.S. Govt. Print. Off. 1973. (93d Congress, 1st session. 
House. Report no. 93-388) 106 p. 
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Bilateral development aid was to be given in association with contri­

butions from other industrialized countries working in a mult i lateral 

framework. The committee stipulated that not until it was clear the multi­

lateral channels existed which could effectively replace U.S. bilateral 

aid, should U.S. development assistance be given in multilateral form only. 

Future U.S. aid waa to be focused an three major functional categories: 

1) food production, rural development, and nutrition; 2) population planning 

and health, education, public administration; and 3) human resource development. 

The Foreign Affairs Committeee maintained that the ability of the United 

States to meet the -staggering" needs of, law-income peoples was limited. 

Consequently, aid was to be efficiently targeted snd based on clear priorities. 

These priorities were to be directly related to meeting the basic needs 

of the poorest majority in the developing world so that these people would 

have increased opportunities for employment, a more equitable share of 

the wealth, and greater social justice. The committee indicated that, in some 

cases, the greatest needs and opportunities would lie outside the main 

functional sectors. Consequently, the bill was structured so aa to enable 

exceptions to be taken to permit funds to be used "where common sense would 

dictate." 11 Projects that aimed at development through the "trickle 

down- approach were to be left to the multilateral banks and private in­

vestment. 

More emphasis was to be given to coordinating project implementation 

with the private sector. The committee felt that there should be much 

less project 'implementation directly by the MDCA and more coordination 

with those U.S. institutions and groups that already had established ties 

11 Ibid. p. 17. 
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in the developing countries, such as educational institutions, cooperatives, 

credit uo1ons, and voluntary organizations. The intent of such coordination 

wss to increase the effectiveness of the development projects while simpli­

fying the HDCA's administrative requirements and decreasing coats (the number 

of MOCA personnel, both in the field and in Washington, was to be reduced). 

In addition, development planning was to be better coordinated with 

the recipient country. It was stipulated that the developing country 

should take increasing responsibility in the project cycle. Furthermore, 

the committee stated that U.S. bilateral aid should give highest priority 

to undertakings submitted by host governments tbat directly improved tbe 

lives of the poorest majority and tbeir capacity to participate in tbe 

development process. One purpose of tbe change in program orientation 

was to give LOes the message to use technology suited to their needs, 

keep investments labor-intensive, and pay attention to the immediate 

needs of their poorest inhabitants. Finally, the MOCA was to coordinate 

all U.S. development-related activities. 

3) Functional Budget Categories 

a) Agriculture, Rural Development, and Nutrition. $300 million was 

autborized for each of the fiscal years 1974 and 1975 for agriculture, 

rural development, and nutrition. 

The committee report stated that in order for world food production to 

keep up with population growth, if current trends were projected , if one as­

sumed population growth rates continued at the same pace in the developing 

world that world food production would have to double by the year 2000 

merely to maintain current inadequate diets. Yet, according to the Commtttee, 

increasing production of food grains was not, by itself, suffiCient. Better 

distribution of foodstuffs and better nutrition were essential objectives. 
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Emphasis on research towards increasing food production and nutritional 

status was to be an important component in the development strategy. 

Funds authorized for rural development were to be concentrated on local 

institutions such as cooperatives, banks, and merket towns. Development 

of local infrastructure, particularly feeder roads, storage facilities, 

water supplies, and small-scale agriculturally-related industries was to 

be given priority. 

b) Population Planning and Health. $150 million was to be authorized 

for each of fiscal years 1974 and 1975 for population planning and health. 

According to the committee, it was ,imperative tbat family plaaaing 

program implementation be based on an "integrated; approach, that is, one 

that combined simultaneously family planning with programs to increase 

food, jobs, health, and education for the poor. The rural and urban poor 

who had little or nO access to family plauaing and health aervicea were 

to be tbe primary recipients of theae funds. The committee advocated using 

paramedical personnel and building simple, yet utilitarian, rural health 

centers. 

c) Education and Human Resources Development. $115 million was to 

authorized for each of fiscal yeara 1974 and 1975 for education, public 

administretion, end human resource development. 

The number of illiterate people in the developing world had increaaed, 

as had the number of children without acceas to an elementary education. 

The Committee argued that Western-style education waa inappropriate in 

the developing countries; that low-coat innovative systems of education 

bad to be provided. The funda under this section were thua to be targeted 

at expanding non-formal education with particular empbasis on reducing 

illiteracy. Higher education was given low priority. In addition, 
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attempts to improve the administrative capacity of government at all levels 

were to be stressed. 

d) Selected Development Problema. Included in the bill as reported 

by the Foreign Affairs Committee was a section authorizing $93 million 

for each of fiscal years 1974 and 1975 for infrastructure projects, industry, 

and urban development. Though largely financing a continuation of the 

capital-intensive infrastructure projects of the previous years, this 

section was justified as part of a necessary "transitional" strategy. 

The projects were to be kept to a minimum and were to coincide as much 

as possible with the bill's general objective of benefiting the poorest 

majority. It was reasoned that most large infrastructure projects could 

(and would) eventually be multilaterally assisted. 

e) Selected Countries and Organizations. $6U million was to be allocated 

for each of fiscal years 1974 and 1975 for tbree purposes: 1) to support 

the general economy of certain key countries primarily througb general 

program lending !/; 2) to sssist private development organizations such 

aa the International Executive Service Carps, tbe Asia Foundation, coopera-

tives, credit unions, and voluntary agancies; and 3) to assist tbe development 

programa of international organizations such ss the Organization of American 

States (OAS) and tbe Central Treaty Organization (CENTO). 

The first purpose of the section, program lending, though a continua-

tion of past AID poliCies, waa to be greatly reduced fro. prior years . Tbe 

committee antiCipated that much of the direct program lending would be replaced 

by ezport credits under the Ezport Development Credit Fund. 

8/ India, Pakistan, Indonesia, Sudan, and Ghana were to be the 
recipIents for fiscal year 1974. 
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Funds expended for the last two purpoaes of the aection were to help 

fulfill the bill's objectives of increasing coordination with international 

and private development organizations. It was maintained that such an 

spproach could sugment the quality snd flexibility of American assistance, 

and mitigate some of the difficulties and inefficiencies encountered in 

government-to-government relationahips. 

The total amount that wes authorized by the House Foreign Affairs 

Committee in the Mutual Development and Cooperation Act was $2.765.868.000. 

The economic aid programs amounted to $1.610,868,Uoo. The functional categories 

of tbe bill totalled $718 million. $l4.5·million less than the former 

budget categories, Development Loans and Grants. that tbese provisions were 

to "replace." 

4) The Export Development Credit Fund 

The Export Development Credit Fund was intended to be a loan facility 

to expand U.S. exports to and, hence, advance the development of the lowest 

income countries of Asia, Africa, and Latin America. The main reCipients 

ware to be countries witb le.s tban $375 per capita annual gross national 

prod~ct, though this criteria waa to be administered witb some flexibility. 

The credit extended was to be concesaional, though "not easier tban the minimum 

terms specified by law for devslopment lsnding." !! Tbe Fund was to be 

"treated in the same fashion as tbe Export-Import BaDk for purposes of 

exclusion from budget totals and exemption from expenditure and outlay 

limitations." ~ In sddition, the Export Development Credit Fund was 

2! Ibid •• p. 59. 

10/ Ibid. 
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only to be used to finance goods that advanced development objectives. 

Repayments from eXisting development loans were to be used to bridge the 

difference between the concessional lending of the Fund and its commercial 

borrowing. The bill authorized the President to borrow an amount up to 

one- fourth of Export-Import Bank loan, guaranty, and insurance authority 

(which was $5 billion in 1973) during the period from the enactment of 

the bill through December 31, 1977, for the purposes of the Fund. Ten 

percent ($500 million) of this amount, however, was to be reserved to 

cover unpaid debts. B.R. 9360 authorized the Fund to operate until 

December 31, 1977. 

5) U.S. Development Assistance Coordination 

A Development Coordination Committee was to be established by the 

President to advise him on U.S. bilateral and multilateral policies 

and programs affecting the development of low-income countries. The 

Development Coordination Committee was to be a statutory body, chaired 

by the Adminiatrator of the MOCA. Its membership was to include officials 

of the Departments of State, Treasury, Commerce, and Agriculture as well 

as the Executive Office of the President, and others as designated by 

the President. The committee was to operate under the policy guidance 

of the Secretary of State. 

The Foreign Affairs Committee maintained that there were only two 

organizations that coordinated O.S. policies and programs having inter­

national economic implications: the National Advisory Committee on Inter­

nstional Monetary and Financial Policies (NAC), and the Council on 

International Economic Policy (CIEP). Neither body was development­

oriented and/or sufficiently comprehensive in nature. Neither contained 
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AID as a member. the committee highlighted the need for a more effec­

tive development-oriented coordination organization. 

Included in the House Foreign Affairs Committee Report were the 

dissenting minority views of Representatives B.R. Gross, Edward J. 

Derwinski, Vernon W. thomson, and J. Herbert Burke. these committae 

members maintained that the only major changes that had been made in the 

U.S. aid program were those changes that incorporated the pet projects of 

the bill's proponents. the end product, the opponents claimed, was lsrgely 

a superficial transformation (a "rhetoric-wrapped package of bologna that 

is cut into sections instead of sliced. 11/)" According to these committee 

members, H.R. 9360 would merely serve to subsidize a variety of domestic 

interests: universities and private organizstions, business 3nd banking 

(via the Export Development Credit Fund), cooperatives and lsbor. In 

addition, they argued that the Mutual Development and Cooperation Act's 

sponsors failed adequately to examine past shortcomings and failures of 

AID programs that could provide insight into the likelihood and means 

of success of future programs. "there was a lot of spilled verbiage about 

reaching the people - but no one asked how we are going to do that if the 

governments and leaders are not agreeable." 121 Finally, J. Herbert Burke 

advocated that Congress, given the precsrious state of the U.S. economy, 

attend directly to the welfare of the United States ' first. ~hen our 

own economic problems are solved, then we perhaps can help the rest of 

the world in keeping with our practice of helping others to help themselves." ~I 

l!! Ibid., p. 103. 

121 Ibid. 

13/ Ibid., p. lOS. 



141 

CRS-14 

c. House Floor Debate 

On Jul y 26 , 1973, the House debated t he Mutual Development and Cooperation 

Act of 1973. Several of t he bill's proponents (Representatives Horgan, 

Zablocki, Biester, Frenzel , and Badillo) reviewed the reform provisions 

in terms similar to t hese used during the hear i ngs. Both humanitarian 

and pragmatic reasons fnr supporting the bill were presented. 

A smaller group of Congressmen (particularly, Gross, Passman, Randall, 

and Hays) emphatically dissented with respect to the U.S . foreign aid 

program in general and the reform measures in specific. Many in this 

contingent felt the "New Directions· legislation was merely a facade for 

the same old giveaway programs of former years. Representative Randall 

felt U.S. domestic development should have first priority. The adverse 

effects of the bill on the dollar abroad and consequently inflation at 

home were commonly mentioned by the bill's opponents. Representative 

Gross cited several AID failures as evidence of the ineptitude of the 

foreign aid program. Representative Zablocki countered Gross' discusoion 

with several of AID's more effective projects. 

Representative Gross pr oposed several'amendments that sought to: 

a) reduce funds suthorized in each of the five budget cstegories; and b) 

eliminste the President's power of authorizing the appropriations in these 

categories. All the amendments were rejected. Representative Syuma 

proposed an amendment to reduce each authorization ia the bill by 2 percent. 

This, too, was r ejected. 

Significant criticism was directed at the Export Development Credit 

Fund. Representative Passman cited fifteen development lending agencies 

already in existence (e.g . , AID's Development Loan Fund, the Export-Import 

Bank, the International Bank for Reconstruction and Development, the Asian 

87-392 0 - 82 - 10 
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Development Bank). According to Passman, an additional lending agency would 

clearly be superfluous. 

It was maintainad that the Export Development Credit Fund would prove a 

costly venture. The question of the ability of the developing countries to 

pay back the loans was rsised often. Many felt the Fund was unjustifiable on 

the grounds that American businessmen and industries would not have compsrable 

access to credit on such concessional teras. Wou l d not the United States bene­

fit more directly if these credit terms were offered to domestic consumers and 

businesses instead? 

Representative Yanik contended tha~ the bill remained unclear with respect 

to the types of export goods to be included in the Fund. How was a development­

related good tn be defined? In addition, Mr. Yanik felt that the Export 

Development Credit Fund simply did not belong in the Mutual Devalopment and 

Coop~ration Act, but rather in trade legislation which, at the time of the floor 

debate On the foreign aid bill, was being considered by the Ways and Mean. Com­

mittee. 

Representative Psssman offered an amendment to delete the Export Develop­

ment Credit Fund from the Mutual Development and Cooperation Act of 1973. The 

amendment was agreed to by a recorded vote of 240 ayes to 137 noes. 

A motion to recommit B.R. 9360 and reduce the total authorization by $68 

million was passed. The final passage of the bill was then sgraed to by a vote 

of 188 to 183. 

2. The Senste 

a . Hearings 

On June 20, 1973, Senators Humphrey, Aiken, snd McGee introduced the Se­

nate's version of the Mutual Development and Cooperation Act, S. 2026. Hearings 

were held on this bill (together with the Administration's bill, S. 1711) on 
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June 26 and 27. 1!! In addition, Senator Fulbright introduced his own 

bill, S. 2059 (which radically differed trom the other foreign aid bills), 

"Dot for the purpose of obtaining action on it (that) session, but in 

order to stimulate public discussion of foreign assistance issues". 15/ 

Many of the witnesses that appeared before the House Foreign Affairs 

Committee also spoke during, or supplied statements ·for, the Senate Foreign 

Relations Committee's hearings. Such witnesses included Dr. John Hannah, 

Jarold Kieffer, William Paddock, Orville Freeman, James Grant, Robert Nooter 

(Assistant Administrator for Supporting Assistance, AID), William Draper 

(Honorary Chairman, Population Crisis Committee), and Leonard Woodcock 

(United Auto Workers). Additional substantive input was supplied by 

Dr. Timothy Stanley (Executive Vice President, I nternational Economic 

Policy Association), Father Theodore M. Besburgh (President, University 

of Notre Dsme), Dr. George Lodge (Graduate School of Business Administration, 

Harvard University), and Senators Humphrey, Fulbright, and Chiles. 

Much was reiterated from the House committee hearings during these 

two sessions. The proposed legislative changes were reviewed and were 

met largely with approval. 16/ Several witnesses believed that a change 

in the foreign aid program was necessary and that past aid programa had 

largely failed to benefit the poor in the LDCs. Some witnesses questioned, 

14/ U.S. Congress. Senate. Committee on Foreign Relations. Foreign 
EconnmIc Assistance, 1973. Hearings, 93d Congress, 1st session on S. 1711, 
S. 2026 and S. 2059. June 26 and 27, 1973. Washington. U.S. Govt. Print. 
Off. 1973. 371 p. 

15/ Ibid., p. 1. 

16/ Included among tbose who stated explicit approval of tbe bill 
during-the hearings were Dr. Hannah, Orville Freeman, Theodore Hesburgh, 
Dr. Lodge, Dr. Stanley, and Leonard Woodcock. Ibid., p. 67ff., p. 324ff., 
p. 262ff., p. 254ff., p. 310ff., and p. 358ff., respectively. 
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however, whetber AID could ever effectively address tbe cbaoge required 

for global atabi1ity and peace. Evolutionary cbange, a8 advocated by 

the United States and furthered by AlD programs, might prove insufficient. 

As in the House hearings, William Paddock provided the main disaenting 

viewpoint (aee House hearings). AID in a prepared statement, countered 

Paddock's conclusions and findings with three primary criticisms : 1) his 

study waa based on a few isolated projects; 2) his conclusions overlooked 

the baaic responsibilities of the recipient countries to put to effective 

use the foreign ea.iatance; and 3) his study reported out-of-date and inaccurate 

data for those few projects that were examined. 

The degree to which the naw legia1ation would be in the netiona1 

interest was reviewed extensively. J1! In addition, tbe urgency of succeaa-

fu1 family planning in the developing countries emarged as a common theme. 

The need for continued congressiona! support for family planning was noted. 

William Draper cited Taiwan, Singapore, Korea, and Hong Kong as examples 

of developing countries that had incorporated successful family planning 

techniquea into viable dave10pment strategies. 

Finally, world food shortages and the impact of tbe Green Revolution 

On these shortagea were discusaed at 1engtb. It was acknowledged by many 

that modern technology, despita the auccesses of the Green Revolution, 

appeared to be no panacea. 

b. Senate Foreign Relations Committee Report 

After three days of executive sessions, a clean bi ll, S. 2335, was 

17/ Witnesses who maintained that such a bill was in the national 
interest included Dr. Uannah, Dr. Lodge, Theodore Hesburgh, and Dr. Stanley. 
Ibid., p. 67ff., p. 254ff., p. 262ff., and p. 310ff. , respectively. 
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ordered reported on July 14 by a vote of 12-3. 18/ Senators Sparkman, Pell, 

McGee, McGovern, Humphrey, Case, Javits, Scott, Pearson, Percy, and ~riffin 

voted in favor. Senators Fulbright, Mansfield, and Church voted against. 

1) Export Development Credit Fund 

On August 2, S. 2335 was referred to the Senate Finence Committee 

for appraisal of the Export Development Credit Fund. The Finance Committee 

submitted its report on September 10, recommending the Fund be deleted. ~ 

The main reasons for this recommendation included: 1) the opinion that 

such a fund would be superfluous, given the wide array of development-lending 

institutions already in existence; 2) the potentially deleterious impact 

such a fund would have on the dollar abroad, and inflation at home; 3) the 

fact that the Fund would provide credit to foreigners at a much lower rate 

than would be available to Americans; and 4) that the Export Development 

Credit Fund would not be subject to the annual authorization and appropria-

tion proceases. 

S. 2335 (as reported by the Senate Foreign Relatione and Senate Finance 

Committees) contained virtually the same framework with respect to the "New 

Directions· legislation aa did the House bill, H.R. 9360. 

Though the propoaal by the Houae Foreign Affairs Committee to change 

the title of the act and name of agency was not adopted by the Senate 

Foreign Relations Committee, essentially all the aajor policy declarations 

18/ u.S. Congress. Senate. Committee on Foreign Relations. Foreign 
Assistance Act of 1973; Report to accompany S. 2335. Washington, U.S. 
Gavt. Print. Off., 1973 . (93d Congress, 1st ses8ion. Senste. Report no. 
93-377) 66 p. 

19/ u .S. Congress. Senare. Committee on Finance. The Foreign A8S1s­
tance~ct of 1973; Report to accompany s. 2335. Washington. U.S. Govt. 
Print. Off., 1973. (93d Congress, 1st session. Senate. Report no. 93-386) 
4 p . 
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were. Between committees, the functional categories did differ, however, 

in amounts authorized, and consequently merit brief attention. 

2) Functional Budget Categories: 

a) Agriculture, Rural Development. $282 million was to be allocated 

for agriculture, rural development, and nutrition for each of fiscal years 

1974 and 1975. As with the House bill, these funds were to concentrate 

on local infrastructure, local institutions, and the small farmer. With 

respect to nutrition, specisl emphasis waS to be placed on improving the 

diets of young children and pregnant women. 

b) Population Planning and Health, $141 million was to be earmarked 

for population planning and bealtb for eacb of fiscal years 1974 and 1975. 

$150 million was to be allocated for this category in the House bill. 

The Senate Foreign Relations Committee allocated $125 million for programs 

relating to population growth for each of flscal years 1974 and 1975. 

Tbe cOmmittae's intended use of the funds for both population planning 

and health paralleled closely the House ForeigD Affairs Committee's epproach. 

c) Education and Human Resources Development. $94 million was to 

be used for education, public edm1a1stration, and human resource development 

purposes . Tbis compares witb the $115 million to be allocated for this 

section in H.R. 9360. As with H.R. 9360, these funds were to be used 

towards decreasing illiteracy and increasing vocational skills snd manpower 

training. Emphasis waa to be placed on tbe integration of women into 

tbe national economy. 

d) Selected Development Problems. $47 million was to be utilized 

for projects in transportation and power, industry, and urban development. 

$93 million was to be allocated for this purpose in the House bill. Unlike 
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t he Ho~se committee, the Senate Foreign Relations Committee explicitly 

stated that s~ch projects sho~ld be small-scale in nature; projects which 

would be of greatest benefit to the locsl people involved. The committee 

ssserted that no more showplace projects were to be financed by AID. 

e) Selected Co~ntries and Organizations. $28 million was to be allocated 

for this section. $60 million was authorized in H.R. 9360. The committee's 

intended use of these funds was identical to the House Foreign Affairs 

Committee's objectivea. 

Two major Senate provisions were not contained in the House bill. They 

were: 1) at least 25% of the cost of a.project or activity included one 

of the five functional budget categories was to be paid by the reCipient 

country; and 2) not more than one-half of aggregate appropriations for 

the five new categories was to be used for grants. 

The Senate Committee's version of the Export Development Credit Fund 

differed slightly froa the House version. The Senate Foreign Relations 

Committee proposed that the Fund be authorized to make loans up to 15 percent 

(rather than 25 percent as in the Bouse bill) of the Export-Import Bank's 

obligations. This was equivalent to $3 billioo. The Senate committee also 

specified that the President could extend credit at ioterest rates not 

less than 3 percent per year, that repayment was to be within 30 years, with 

a grace period of not more than five years. Countries below $375 per capita 

GNP were to be the recipients with particular emphasis on the least develop­

ment countries with $200 per capita GNP or less. 

The total amount authorized by the Senate Foreign Relations Committee 

in S. 2335 for economic assistance for eech of fiscs1 years 1974 and 1975 

was $1,218,222,000. The five new functional budget categories were to total 
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$592 million for fiscal year 1974, lower than the $650 million to be 

allocated for similar purposes in the House bill, or the $733 million 

actually allocated 1n fiscsl year 1973 for comparable programs. 

c. Senate Floor Debate 

On October 1 and 2, 1973, S. 2335 was debated on the Senate floor . 

Senator Humphrey, as floor manager, reviewed the provisions of the bill 

and the potential mutual benefits that would accrue in the U.S. and the 

developing world from the bill. An amendment that would authorize the 

President to create a high level commission to study and report on the 

world food situation through 1985 was proposed by the Senator. The com­

mission's report was to include world food production and utilization 

estimates, assessments of the transportation, fertilizer, and distribution 

facilities, future sources of protein, project. of food relief requirements, 

and the role of national trade policy in encouraging agriculture. The 

amendment was adopted by the Senate. 

Senator Fulbright, Chairman of the Foreign Relations Committee, advocated 

reverting back to the format of the existing Foreign Assistance Act but with 

a reduction of $217 million from the existing budget. Two reasons were 

given: 1) the new bill was a cosmetic effort designed to give a facelift to 

the existing foreign aid program; and 2) the state of the domestic economy 

and the government's fiscal condition were such that tbe United States 

could not afford to squander its resources via a bill that was both "deceptive 

and defective." Fulbright claimed that S. 2335 was so loosely drawn that 

it was conceivable all the funding for the new categories could remain 

within the United State&. According to Hr. Fulbright, adoption of S. 2335 

would create the illusion that major corrective change had taken place. 
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Hr . Fulbright's substitute bill would continue the existing progrsm at 

• slightly reduced level, giving Congress the opportunity to conduct an 

i ndepth study of the u.s. foreign aid program. 

To support his claims, Hr. Fulbright inserted into the record articles 

by Peter T. Bauer and William Paddock. Bauer, in his article, "The Case 

Against Foreign Aid,· maintained that aid was not necessary for development, 

and, in fact, would produce a deleterioua net-effect in the developing 

country. ~ Some of these repercussions included: 1) a reduction in 

sel f-reliance; aid often reinforced "torpor, fatalism, or even beggary 

and blackmail"; 2) aid promoted the adoption of "inappropriate external 

prototypes" (e.g., capital-intensive technology); aod 3) aid reinforced 

the resources and power of the government and bureaucratic elite in the 

LOes - typically a status quo repressive to many. Bauer contended that 

development depended on people's capacities, motivation, and social 

and political institutions. If s society could not develop without 

external aid, it would not develop with it. Thus, whether aid promoted 

development or not depended on the specific circumstances of each 

country. 

In response to Senator Fulbright's contentions, Senator Ke~edy en-

dors d S. 2335, claiming that the bill would not be cosmetic if Congress 

followed through with it. Noting domestic fiscal difficulties, Kennedy, 

nevertheless, felt the $1.2 billion allocated for the bill should remain. 

According to Kennedy, this was a small sum to begin with in terma of 

201 Bauer, Peter T. The case against foreign aid. Insertion in 
the a;Cord by Senator Fulbright. Congressional Record, v. 119, 
October 2, 1973: S. 18392-18293 . 
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effectively assisting the developing world. A reduction in the amount 

authorized would deny the legislation a chance of ever working. 

Senator Fulbright's amendment was rejected 31 to 64 . 

Senator Church proposed an amendment to reduce the overall authoriza-

tion of S. 2335 by $134 million. The Senator stated that the bill should 

be viewed ss one component of an extravagant and largely ill-conceived 

$7.8 billion foreign assistance program which included military and security 

assistance, P.L. 480, and Export-Import Bank loans. According to Mr. Church, 

the United States was bearing a "far, far larger burden" of foreign ass is-

tance than any other country. Concurring with Senator Fulbright, Senator 

Church stated that the new bill was largely cosmetic. "The same agency 

with the same people will still be dispensing money for the same projects 

and programs." 21/ The only substantial change that would result from 

S. 2335 would be a change in Congress - and a negative change at that. 

According to Mr. Church, congressional control over AID money (what 

categories the money will go towards, and in what form - grants or loans) 

would lessen. Senator Church's amendment was rejected by a vote of 31 

to 64 . 

Additional related amendments considered, and eccepted , on the floor 

included: 1) the Senate Finance Committee's amendmenta deleting the 

Export Development Credit Fund; 2) an amendment by Senator Church stipu-

lating congressional approval of the use of AlD's reprogramming funds; and 

3) Senator Percy's amendment providing for increased emphssis and attention 

to integrating women into t he national economies while administering the 

21/ Church, Frank. Foreign Assistance Act of 1973. Remarks in the 
Senate7 Congressional Record, v. 119, October 2, 1973: S. 18380. 
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Dev fUDctional sections of the bill. 

S. 2335 . the Fore1gn Assistance Act of 1973, vas passed by the 

Senate by a vote of 54 to 42 on October 3, 1973. On October 10, the 

House took up conaideration of S. 2335. A substitute bill, insert1ng 

the contents of H. R. 9360 for the text of S. 2335. vas passed. Each house 

insisted on its own version. A conference vas requested. Representatives 

Morgsn. Zablocki. Hsys, Fascell, Ma1lliard, Fre11nghuysen, and Broomfield 

vere app01nted House conferees. Senators Fulbright. Church. Humphrey. 

Aiken, and Case vere appointed Senate conferees. 

3. Conference Report on S. 1443 (H. Rapt. 93-664) 

The Conference Report on S. 1443 22/ vas f1led on November 27, 1973. 23/ 

The bill author1zed economic ass1stance for one fiscal year (1974). The major 

reconciliat10ns pertinent to th1s study vere as follows: 

a. Title of Act and Chanse 1n Name of Asency 

The House measure to change the Dame of the Foreign Assistance Act 

to the Mutual Development and Cooperat10n Act, and the Agency for Inter­

nat10nal Development to the Mutual Development and Cooperat1on Agency 

vas deleted . 

b. Statement of Po11cy 

The conferees reconc1led three major policy statement differences: 

1) The Senate's prov1sion to include emphasis on employment-intensive 

22/ The Conferenca Committee conaidered the House and Senate vers10na 
of the-economic s1d b1ll , S. 2335, but reported out S. 1443, the DUmber 
of a military aid b1ll vh1ch had been passed separately earlier. S. 1443 
as reported from Conference authorized both military and economic aid. 

l3/ U.S. Congreas. Confer ence Committees, 1973. The Foreign Assistance 
Act o~1973; Conference Report to accompany S. 1443 . Washington. U. S. GoVt. 
Print. Off •• 1973. (93d Congress. l at session. House. Report no. 93-664) 
»~ 
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technologies suitable to the less developed countries was deleted. 

ii) The Senate bill contained a policy statement urging a shift to 

multilateral approaches to development. The Bouse version stated that 

U.S. development assistance should continue via bilateral channels 

·until it is clear that multilateral chaDDels exist which can do the job 

with no loss of development momentum". Both statements were omitted. 

lii) The House stipulation that the role of U. S. private investment in 

development programs should be empbasized was adopted. The Senate bill 

had not contained a comparable measure. 

c . Policy Provisions Pertinent to the "New Directions" Budlet Catelories 

1) The Senate provision that no amount available in the five new 

functional budget categories could be obligated for any follow-on project 

without further congressional authorization was deleted. 2) The Senate 

provision limiting grants under the fUDCtional budget categories to not 

more than 50 percent of the funds appropriated for each fiscal year for 

these sectors was deleted. 3) The Senate section providing for not less than 

$20 million during fiscal years 1974 and 1975 for assistance in the development 

of cooperatives 10 lesa developed countries was adopted. 4) The Senate provision 

prohibiting the use of funda, directly or indirectly, to pay for abortioDB 

in developing countries was accepted. 5) The Senate provision containing language 

urging full participation by the United States in efforts to alleviate current 

and future food shortages, and to establish a high level commission to study 

the world food situation was adopted. 
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The figures decided upon by the conference committee in comparison 

to the House and Senate authorizstions for the new functional budget 

categories were as follows: 

Authorizations for "!lew DirectioDS· Progrs1ll8 
(in millions of dollars) 

Senate - S. 2335 
1974 !ol 1975 

House - H.R. 9360 
1974 1975 

Conference 
1974 1975 

Food and Nutrition 282 282 300 300 291 291 

Population Planning 141 141 150 150 145 145 

and Health 

Education and Human 94 94 · 90 90 90 90 

Resources Development 

Selected Development 47 47 60 60 53 53 

Prob1elllS 

Selected Countries 28 28 50 50 39 39 

and Organ1zationa 

Totals ~ S'92 S'92 65il TsO 6i86i8 

!f In fiscal years 

b/ The original amounts of the new fUDCtional budget categories 

decided upon by the House Forelln AffaLrs Committee in H.R. 9360 Were 

reduced by $68 mil110n durinl the floor debatea. 

On December 4, 1973, the House agreed to the Conference Report by 

a vote of 265 to 137. The following day, the Senate agreed to the Report 

by a vote of 44 to 41. S. 1443 became Public Law 93-189 on December 

17, 1973. 

Total economic and military aid authorized tor fiscal year 1974 was 

$2,392,234,000. Total economic assistance was to be $1,429,734,000. The 

new functional budget catelories amounted to $618 million or approximately 

26 percent of the total bill. 
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B. FISCAL YEAR 1974 FOREIGN ASSISTANCE AND RELATED PROGRftHS APPROPRIATIONS 
ACT - (H.R. 11771) 

1. Hearings (SeDAte and House) 

The hearings CD the "New DirectioDA" legislation before the SeDAte 

and House appropriations committees were virtually the same. The Senate 

hearings before the SubcOmmittee on Foreigo Assistsnce and Related Programs 

were dispersed througbout April and May of 1973. The House hearings before 

the House Subcommittee on Foreigo Operations and Related Agencies took 

place during July 1973. 

John Hannah (Administrator for AID) reviewed in detail before both 

committees the measures proposed, namely: 1) the new functional budget 

categories; 2) the Export Development Credit Fund; 3) the change in name 

of the act and agency; and 4) the new coordination initiatives. Past and 

future programs were discussed in terms of tbeir objectives, effectiveness, 

and impact on tbe United States. The advantages and disadvantages of 

multilateral and bilateral assistance were weighed. The regional AID programs 

in Africa, Latin America, and Asia were extensively reviewed by AID personnel. 

DiacuasioDB of programs in specific countries ensued. 

The United States' role in assisting U.N. affiliated organizations and 

programs as well as domestic and interoational cooperative organizatons 

was reviewed. Jarold Kieffer (Assistant Administrator for Population and 

Humanitarian Assiatance, AID) and Dr. R.T. Ravenholt (Director, Office of 

Population, Bureau for Population and Humanitarian Assistance, AID) dis-

cussed at length the functions of the newly created Bureau for Population 

and Humanitarian Assistance emphasizing the critical need for population 

planning and coordinating development efforts with tbe private voluntary 

organizations. 
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2. The House of Representatives 

On December 4, 1973, the House Appropriations Committee reported 

H.R . 11771, the Foreign Assistance and Related Programs Appropriat ions 

Act of 1973. ~ The act consisted of four sections (titles). Title 1 

referred to Foreign Assistance Act activities and conformed closely to 

the format initiated by the House Foreign Affairs Committee. 

For Title 1, the House Appropriations Committee recommended appropria-

tions of $2,044,932,000 for fiscal year 1974. This was a reduction of 

$456,750,000 below the budget estimate for 1974 (the executive branch 

request); $185,289,000 below fiscal year 1973 appropriations; and 

$347,302,000 below the total amount authorized in the Foreign Assistance 

Act of 1973. The new functional budget categories totaled $580 million. 

(See table at end of this section for amounts recommended for individual 

functional categories.) 

Virtually all of the Houae Appropriations Committee policy statements 

concerning "New Directions" matters paralleled closely or were taken from 

the Foreign Affairs Committee Report on the Mutual Development and Cooperation 

Act. 

The Foreign Assistance Appropriations Act was debated on the floor on 

December 11, 1973. Several amendments were rejected, none of which related 

directly to the "New Directions" legislation. That -same day, the House passed 

the Appropriations Act by a vote of 219-180 . 

24/ U.S. Congress. House. Committee on Appropriations. Foreign 
Assistance and Related Programs Appropriation B1ll, 1974; Report to accompany 
H.R. 11771. Washington, U.S. Govt. Pr1nt. Off. 1973. (93d Congress. lat 
sess10n. House. Report no. 93-694) 75 p. 
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3. The Senate 

The Foreign Assistance Appropriations Act was referred to the Senate 

Appropriations Committee on December 12. The following day, B.R. 11771 

waa reported. 21/ The Senate cOmmittee's report contained a much more 

detailed treatment of the "New Directions" proposals than had been the 

case in the Houae Committee report. 

The Senate committee recommended that $1,647,057,000 be appropriated 

for Foreign Assistance Act activities. This was $395,866,000 less than the 

amount recommended by the Bouse committee. The new functional budget categories 

totaled $590 million -- $10 million more than the Bouse Appropriations Committee's 

recommendations. (See table at end of this section for amounts recommended 

for indiVidual functional budget categories.) 

a. Functional Budset Categories 

1) Fond and Nutrition 

The Senate committee report stipulated emphasis in several areas. 

Forty percent of the funds were to be allocated for agricultural planning 

and rural development, including land reform and construction of rural 

roads. Over one-third of thia category'a funda was to be channeled into 

programs concerned with rapidly increasing the quantity of food in 

recipient countries. Emphasis was to be placed on agricultural productivity 

and technology - including fuller utili~ation of the aquacultural yield 

of the world's oceans. The report slao recommended that $30 million 

be allocated for researching innovative ways to create new, low cost foods 

25/ u.S. Congress. Senate. Committee on Appropriations. Foreign A.sistance 
and Related Programs Appropriation Blll, 1974; Report to accompany B.R . 11771. 
Washington, U.S. Govt. Print. Off. 1973. (93d Congress. 1st sesaion. Senate. 
Report no. 93-620) 147 p. 
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and to increese the nutritive content in traditional cereals and starchy 

food8. 

2) Population Plann1ns and Health 

Almost one-half of the amount for population planning and health was 

to be used to build effective systems for the delivery of family planning 

and health services. Twelve percent of the $145 million was to be used 

for training and program evaluation. 

3) Education and Human Resources Development 

The Senate appropriations Committee reiterated the authorization 

committees' objective that emphasis be placed on low-cost. non-trsditional 

systems of education. Specifically. $2.7 million was to be programmed for 

research and for tests of low-cost. non-formal eduction. Acknowledging 

the inadequacy of formal educational systems in the developing world. the 

committee. nevertheless. stipulated that formal education programs were 

to be supported on a selective hasis so that the minimum numbers of 

essential profeaaional. technical. snd clerical peraonnel could continue 

to be trained. 

4) Selected Development Problems 

In addition to what was stated in the authorization committees' reports. 

the Senate Appropriations Committee noted that new demands for land use 

controls. essential municipal services. and more houaing had accompanied 

rapid urbanization in the developing world. Presumably. the committee's 

intent was to target the $29 million recommended for ~elected development 

problems towards satisfying thase specific demands. 

5) Selected Countriea and Org!nizations 

The Senate committee specified that special emphasis was to be placed 

on programs designed to promote the development of capital at the grass 

87-392 0 - 82 - 11 
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roots level - through co-ops, credit unions, savings and loan associationa, for 

example. 

On December 17, the Senate debated the apprnpriations bill on the floor. 

Ten amendments were adopted, though, as in the House, none related directly 

to the "New Directions" legislation. The bill wss passed by a vote of 

55 to 31. 

4. Conference Committee 

A conference was arranged to resolve the differences between the House 

and Senate versions. The figures recommended by the conferees for the 

new functional budget categories for fiscal year 1974 appear in the table 

at the end of this section. The total of the new functional budget categories 

combined, $585 million, was $5 million les8 than the Senate eppropriations 

bill and $5 million more than the House bill. 

The conferees' joint statement included an amendment deleting the 

House Appropriations Committee provision which would have prohibited the 

usage of any grants earmarked for any of the five new functional budget 

categories which had not been justified to the Congress. 26/ In addition, 

in concurrence with a proposal of the aouse Appropriations Committee, not 

more than $300 million of the $585 million appropriated for the five 

categories was to be made available for grants . 

On December 20, 1973, the House and Senate agreed to the conference 

report. H.a. 11771, the Foreign Assistance and Related Prograas Approprla-

tions Act of 1974, became Public Law 93-240 on January 2, 1974. 

261 U.S. Congress. Conference Committees, 1973. Foreign Assistance 
Appropriations, Fiscal year 1974; Report to accompany a.R. 11771. Washing­
ton. U.S. Govt. Print. Off., 1973. (93d Congress, 1st session. House. 
Report no. 93-742) 13 p. 
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Fiocal Year 1974 Aeeroeriations for "Naw Directions" Prollr ..... 
(iD IIlillio08 of dollar.) 

FY '73 Budllet AuthorizatioDa H. Aeeroe. S. Aeeroe. Public La .. 
FY 1974 FY 1974 FY 1974 FY 1974 

Worldwide, Technical 155 
AssistaDce 

Alliance for Progreas, 77 .5 
Technical A •• istance 

ProsralU relat10g to 100 
Population Growth 

Alliance for Progrea., 150 
Development lOaDS 

Development loan. 250 

Food and Nutrition 291 277 291 284 

Popu1atioD Planoing 145 125 145 135 
aod Health 

Education aod HU1ll&l1 

Resources Development 90 88 90 89 

Selected Develop .... nt 
Probl ..... 53 52 29 40.5 

Selected Countriea and 
Organizatio08 39 38 35 36.5 

Totels 732 . 5 618 580 590 585 
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MAJOR CHANGES IN "NEW DIRECTIONS" POLICIES AND PROGRAMS AFTER 1973 

C. FOREIGN ASSISTAriCE ACT OF 1974 (s. 3394) 

Beeeuae the 1973 bill had authorized eeonomie aid for two fiseal yeers, 

the 1974 Foreign Assistanee Aet consisted largely of military assistaDee 

authorizations. There were, however, 80me ehanges in the legislation affeet-

iDg "New Directions" programs aDd polie1es. 

1. Overall Poliey 

In ita report's introductory sectioD, the Houae Foreign Affaira Committee 

elaborated further 00 the development aaaistance poliey set out 1n the 

1973 legislation. !II The committee noted that iD addition to targeting 

aid direetly to the poor, a primary purpoae of the 1973 refor. asesures 

was to put an end to all transfers of resourees which eou1d be handled 

by the private sector, World Bank, or by regional and other international 

institutions. Furtheraore, potential programs were to be judged not aere1y 

on whether they were intended to benefit the poor, but 00 whether they 

were designed to enable the poor to take an aetive part in the deve10paent 

process. The eommittee stated that it expected a preliminary report by 

271 O.S. Congress. House. Committee on Foreign Affairs. Foreign 
Assistanee Act of 1974; Report to acco.pany B.R. 17234. Washington. O.S. 
Govt. Print. Off., 1974 (93d Congress, 2d session. Bouse. Report no. 
93-1471) 80 p. 
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the end of the calendar year (1974) on what was being done in the way of 

implementation of the reforms, and a full report at the time of the pre-

sentation of the legislative program for FY 1976. The committee recommended 

a widespread effort on the part of AID to inform and educate its own persoonel 

end potential recipient countries on the reform measures. 

The House committee also stated its expectation that the Development 

Coordination Commmittee would work with the Council on International 

EconOmic Policy. The committee felt that both organizations should assist 

the joint ministerial committee 28/ of the International Honetary Fund 

and the World Bank in examining issues involving the transfer of real 

reaources to the developing world. 

2. Functional Budset categories 

a. Food and Nutrition 

Tha administration proposed a $225 million increaae in the existing 

FY 1975 authorization for food and nutrition programs - an increase which 

would bring tbe total to $516 million. As elucidated throughout passage 

of the bill from the hearings to the conference report, the developing 

world waa particularly hard hit by recent widespread scsrcities and consequent-

ly rapidly incressing prices of food, petroleum, and fertilizer. Further 

justification for the increased authorization included the need to counteract 

the 50 percent reduction in the availability of receipts from prior loans 

as mandated by the 1973 Foreign Assistance Act. 

28/ The establishment of the jOint ministerial committee of the tHF 
and thiWorld Bank was recommended by the C-20 Group of the Finance Hinisters 
Meeting in Waebington, June 13, 1974. 
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The question of whether AID could effectively absorb such a large 

increase in its Food and Nutrition programs was debated in the hearings 

and floor debates. AID officials felt that given the recent reduction 

in loan receipts available to AID and the significantly higher costs 

involved in implementing the programs (higher food and fertilizer costs, 

for example), this increase could be efficiently utilized. 

The House-Senate conference authorized an increase of $209 million 

in the existing fiscal year 1975 authorization for Food and Nutrition, 

bringing the total authorization for the category to $500 million. The 

Senate bill had authorized an increaae of $239 million; the House bill 

$180 million. 

A new subsection was added to the Food and Nutrition category directing 

that special attention be given to increasing agricultural production in 

those countries with per capits incomes of under $300 a year which had 

been most severely affected by the sharp commodity price increases. Par­

ticular emphasis was to be placed on increasing the productivity of small 

farmers. According to the House Foreign Affairs Committee, this was the 

key to broad based rural development, which, in turn, would be instrumental 

in slowing population growth. 29/ The Senate Foreign Relations Committee 

maintained that the greatest potential for s i gnificantly increasing world 

food production at relatively low cost lay in increasing the productivity 

of small farmers who constituted a majority of neerly one billion people 

29/ Ibid., p. 11. 



1~ 

CRS-36 

in the developing countries. 30/ Specific means to assist the small 

farmer as proposed by Daniel Parker, Administrator for AID, included 

allocating funds for improving rural roads, irrigation systems, market 

towns, and co-ops. 

b. Population Planning and Health 

The FY 1975 authorization for Population Planning and Health was 

increaaed from $145 million to $165 million. $150 million of these 

funds were authorized for programs relating to population growth. The 

FY 1974 authorization for FY 1975 population programs had been $130 million. 

c. Education and Human Resources Development 

The FY 1975 authorization for Educatinn and Human Resource Development 

wes increased by $2 million to $92 million. The Senate Committee stipu-

lated in its report that $3 million was to be earmarked to help expand 

and improve the organization and management of the Opportunities lndua-

trialization Centers International (OICI) which at the time of the 

committee's report was engaged in alleviating urbsn employment problems 

in four African countries (Ethiopia, Ghana, Kenya, and Nigeria). 

3. Other Related Provisions 

Authority to issue guarantees in connection with the Agricultural 

and Productive Credit and Self-Help Community Development Program was 

transferred from the Overseas Private Investment Corporation (OPIC) to 

30/ U.S. Congress. Senate . Committee on Foreign Relations. Foreign 
ASSistance Act of 1974; Reports to sccompany s. 3394. Washington. U.S. 
Govt. Print. Off., 1974. (93d Congress. 2d session. Senate. Report 
noS. 93-1134 and 93-1299) p . 21 and 11 respectively. 
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the Agency for International Development. Both the House Foreign Affairs 

Committee and the Senate Foreign Relations Committee believed that the 

program fell more appropriately under the purview of AID. 31/ The agricultural 

credit program was designed to encourage private banks, credit institutiona, 

and private non-profit development organizations to make oans for agricultural 

purposes and community development projects. Among the projects and purposes 

listed were: wells, pumps, farm machinery, improved seed, fertilizer, 

pesticides, vocational training, looms, schoolhouses, sanitation facilities, 

community centers, food industry development, and handicraft aids. 

The Foreign Assistance Act of 1969 had restricted the Agricultural 

and Productive Credit and Self-Help Community Development program to five 

Latin American countries. Both committees felt that, given the fact that 

tbe results of the pilot programs were yet unclear and the program was 

to be transferred to a new adminiatering agency, the restriction ahould 

be retained. 

lnaerted into the record by Senator Church during the Senate floor 

debate on S. 3394, was a series of articles by two Philadelphia Inquirer 

journalists, Donald Barlett and James Steele. 32/ The authors s i fted 

through thousands of pages of State Department reports and examined a 

variety of foreign aid projects in four countries: Tbailand, Peru, 

Korea , and Colombia. Their hasic conclusion was that tbe U.S. foreign 

31/ Op. cit., House Report 93-1471, p. 32; Senate Report 93-1299, p. 22 . 

32/ Barlett, Donald L., snd Steele, James B., Philadelphia Inquirer 
article series on foreign aid, November 1974. In remarks of Senstor Frank 
Church. Congressional Record. v. 120, December 4, 1974: S. 20558-20576. 
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aid program had gona "terribly awry." It had enriched the rich and 1m-

poverished the poor. The foreign aid program had been punctuated by 

deception, profiteering, waste and corruption, and gave "every indication 

of running out of control." The program had aggravated the world food 

shortage by discouraging agricultural production. It had entrenched 

those in power and generated windfalls for selected businesses at home 

and abroad. Rather than serving as a catalyst to self-sustaining develop-

ment, the U.S. foreign aid program had increased the dependency of the 

developing countries on the United States. The developing world had 

become increasingly indebted to its donors which necessitated continued 

borrowing to payoff past loans. According to Barlett and Steele, in 

program after program the State Depsrtment rhetoric failed to match 

reality. 

Senator McGee, making the primary rebuttal, maintained that the 

articles were filled with "myths and misstatements of facts." 33/ 

According to McGee, the U.S. aid program had been growing leaner rather 

than the reverse as Barlett and Steele contended. Furthermore, the 

program had been generally well received worldwide. It was undeniable 

that flaws existed; that results did not always match objectives. 

Yet one could not expect miracles. Development was a long and complex 

process understood fully by no one. The Senator stated that few programs 

were under closer and more continuous scrutiny than those of AID. 

33/ McGee, Gale. Forsign Assistance Act of 1974. Remarks in the 
Senat~ Congressional Record. v. 120, December 4, 1974: s. 20578-
2U579. 
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it 1975 Authorizations b S. 3394 for "New DirectioDS" Pro rams 
(in million, of dollars 

Food and Nutrition 180.3 !I 239 !I 

Population Plaa.a.1ni 20 E./ 20 !/ 
and Health 

Education and Human 
Resources Develop. 

2 !;/ 

Selected Development 
Problema 

Selected Countries 
and Ori8Dizations 

Total 2iiO':3 -m 

Conference 

209 !I 

20 W 

2 £01 

""'fir 

Total Authorizations 
for FY 1975 
(s. 1443 + S. 3394) 

. 500 

165 

92 

53 

39 

849 

!I In addition to the $291 million previously authorized for FY 1975. 

W In addition to the $145 million previously authorized for FY 1975. 

£.I In addition to the $90 million previously authorized for FY 1975. 
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D. FISCAL YEAR 1915 FOREIGN ASSISTANCE AND RELATED PROOIlAHS APPROPRIATION 
ACT (b.R. 4592) 

On Karch 26, 1915, Congress passed the FY 1915 Foreign Assistance and 

Related Programs Appropriations Act. The bill totaled S3.7 billion. The 

amounts appropriated for the functional budget categories were as follows: 

1. FY 1915 Appropriations for "New Directions" Programs 
(in millions of dollars) 

!!.2!!!!. ~ 

Food and Nutrition 234 450 

Population Planning 115 145 
and Health 

Education and Human 82 82 
Resource Develop. 

Selected Development 31 40 
Problems 

Selected Countries 30 32 
and Organizations 

Total 498 -m-

2. Other Pertinent Provisions 

Conference 

300 

125 

82 

31 

3U 

-m 

According to the House Appropriations Committee 34/, existing patterns 

of manpower such as traditional midwives, village volunteers, religious 

leaders, and indigenous practitioners should be utilized in popUlation 

control and health programs. AID should rely more on contract hire personnel 

as well. Finally, the population control program could only be successful 

34/ U.S. Congress. Bouse. Committee on Appropriations. Foreign Assis­
tance-and Related Programs Appropriation Bill, 1975. Report to accompany 
B.R. 4592. Washington. U.S. Govt. Print. Off., 1975. (94th Congress. 
1st session. House. Report no. 94-53) pp. 12-22 . 
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if the problem was attacked through ao educatiooal process aimed at 

the family level. Accordiog to the COmmittee, oeglect io this aapect 

of the programs 10 the past resulted io sigo1ficaot waste. 35/ 

E. lNTERNAXIONAL DEVELOPMENT ANU FOOD ASSISTANC~ A~7 OF 1915 (B.R. 9005) 

b.R. 9005 cootaioed major revisioos aod additioos to the "New 

Directioos" laoguage io tbe Foreigo Assistance Act. The priocipal thruat 

of the bill was to "iostitutiooalize, reinforce aod expaod" 00 the "New 

Directioos" legislation initiated in 1913. 36/ According to the Senate 

Foreigo Relations Committee, B.R. 9u05 directed that u.S. development 

assistance resources be allocated primarily to countries and activities 

whicb most effectively involved the poor io the development process by 

making ~t possible for tbem to better tbeir own lives tbrough their own 

efforts. E'/ 
The bill contained tbree titles: International Disaster Assistance 

(Title 1); Pood Assistance to Poor Countries (Title II); and Development 

Assistaoce (Title Ill). In a departure from past foreigo aid bills, 

35/ See also: U.S. Congre.a. Seoate. Committee on Appropriations. 
Poreigo Assistance and Related Programs Appropriation Bill, 1915; Report 
to accompany B.a. 4592. Washington. U.S. Govt. Print. Off., 1915. 
(94tb Congress. 1st session. Senate. Report no. 94-39) 113 p. 

36/ U.S. Congress. Senate. Committee 00 Foreigo Relations. Ioter­
oatioDal Development and Food Assiatance Act of 1915; Report to accompaoy 
B.R. 9005. Washington. U.S. Govt. Print. Off., 1975. (94th Congresa, 
1at seaaion. Senate. Report no. 94-406) p. 1. See alao p. 8 of Bouae 
Report 94-442 cited on next page. 

EJ Ibid. 
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no military aid or Security Supporting Assistance was included in the 

aid authorization. This separation of aid programs was based on the belief 

of Congress that "economic and disaster assistance should be insulsted 

from traditional political considerations snd the vicissitudes of day-to-

day conduct of foreign policy." 381 In addition, reflecting its recently 

acquired jurisdictional authority over the foreign aspects of food aid, 

the House International Relations Committee proposed several amendmeots 

to P.L. 480, the Food for Peace program. In the Senate, jurisdiction for 

P.L. 480 remained in the Agriculture Committee. Thus, amendments relating 

to P.L. 480 proposed by the International Relations Committee were referred 

to the Senate Agriculture Committee for action rather then the Senate 

Foreign Relations Committee. As a result of the assumption of jurisdiction 

by the International Relations Committee, many of the general ~ew Directiona" 

policies were proposed for P.L. 480. 

1. H.R. 9005 in the House of Representatives 

As reported out by the House International Relations Committee, 39/ 

H.R. 9005 contained the following major ~ew Directions" provisions: 401 

a. Development Assistance Policy 

A new policy subsection was added reaffirming the 1973 reforms in 

the major functional budget categories of Agriculture, Rural Development 

38/ Ibid., p. 10. 

391 The House Foreign Affairs Committee was renamed the House Inter­
national Relations Committee for the 94th and 95th Congresses. The Committee 
became the Foreign Affairs Committee again at the beginning of the 96th 
CongresB. 

40/ U.S. Congress. House. Committee on International Relations. 
Internationsl Development and Food Assistance Act of 1975; Report to 
accompany B.R. 9005 Washington: U.S. Govt. Print. Off., 1975. (94th 
Congress, 1st session. House. Report no. 94-442) 98 p. 
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and flutrition; Population Plaoning and Health; and Education and Hu1ll8l1 

Resource Development. The new subsection specified that AID's development 

prograas should be implemented in ways that would substantially increase 

the participation of the poor. The House Internationsl Relations Committee 

set out what it considered to be three basic means of involving the poor 

in development: 1) insure their access to the economy through services 

and institutions at the local level; 2) increase production by creat1ng 

jobs so that the abundant labor which so many poor countries had could 

be utilized, end the high cost capital equipment could be saved; and 3) 

invest in productive activities according to the geographical area to 

be served (i.e., focus more on smaller tOWQS and rural areas and less 

on the overpopulated metropolitan areas where investment was generally 

concentrated) . 41/ 

b. Functionsl Budget Catasories 

1) Food and Nutrition 

The Internationsl Relations Committae authorized $638 million for 

fiscal year 1976 and $760 million for fiscal yeer 1977 for sctivities 

in the field of agriculture, rural development, and nutrition. 

A new subaection (103c) added to the Food and Nutrition policy section 

of the act specified that assistance in this budget category was to be 

used primarily for activities designed to increase the productivity and 

income of the rural poor. According to the committee, the main focus 

was not to be on those who ate the food , but who grew it and derived the 

income from its production. 42/ This prOVision was intended to help counteract 

41/ Ibid., p. 69. 

42/ Ibid., p. 45. 
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the common occurence whereby government policies in developing countries 

discriminated ageinst the rural poor by holding down farm prices so as 

to reduce food COsts in the cities. 

The International Relations Coamittee reiterated its contention that 

small-farm, labor-intensive agriculture wes the key to greater food pro­

duction. 

Another new subsection (103d) added to the Food end Nutrition policy 

section specified that foreign currencies received from the sale of Public 

Law 480 commodities and owned by foreign governments were to be used whenever 

practicable to carry out the purposes of the Food and Nutrition budget 

category. 

Finally, new Subsettion 103e stipulated that repayments on previous 

economic assistance 1080S Were to be made aVailable for certain specific 

purposes. The first priority, for which the bill earmarked $200 million, 

was to be s u.s. contribution to the proposed $1.25 billion International 

Fund for Agricultural Development. In addition, loan ref lows were to be 

used to help "spearhesd a major agricultural research effort" , and for 

other importsnt activities in the fields of agricultur e, rural development, 

and nutrition. 

A new section (lOJA) was added to the Food and Nutrit ion policy 

portion of the Act setting forth the policy applicable to all agricultural 

research carried out under the bill. The new section required that agricultural 

research be responsive to the needs of small farmers; that it not neglect 

non-technological aspects of small-farm agriculture, such as economic, 

cultural, and social factors, appropriate institutions, and the relationships 

among all these elements; and that research be adapted to local conditions 
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chrough excensive field testing. Section 103A alao stipulated that research 

resulcs should be disseminaced chrough insciCutional and ocher arrangements 

which assured that small farmers had access both to existing technology 

and to new technology resulting from further research. 

2) Population Plannins and Health 

The House committee authorized $248 million for fiscsl year 1976 and 

$280 million for fiscal year 1977 for populat i on planning and health. 

Sixty percent of chese funds were earmarked for population planniDg. 

The policy language added paralleled concepts which had previously 

appeared in the legislative his cory of .the Foreign Assiscance Act of 1973. 

In its report, the International Relacions Committee reiceraced its belief 

in che need for an "integrated" approach to family planning. Simply 

supplying birth control devices was deemed insufficient. Reducing infant 

mortality was viewed as a necessary pre-condition for reducing birch rates. 

The committee advocated a program which included low-cost integrated 

health and population planning delivery systems, preventive health programs, 

and population planning programs which included education in responsible 

parenthood and motivational programs and which were coordinated with health, 

nutrition, and other programs aimed at raising the standard of living of 

the poor. 

3) Education and Human Resources Development · 

$89.2 million was authorized for fiscal year 1976 and $101.8 million 

for fiscal year 1977 for accivities in the field of education, human 

resource development, and public administration. The International 

Relations Committee stipulated that assistance under this section was to 

be used primarily for programs in both nonformal and formal education 
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which were desigaed to improve the productive skills of rural families 

and the urban poor; and for programs which strengthened the management 

capsbilities of those institutions which enabled the poor to participate 

in development. !!I Primary emphasis was to remain on rural areas. 

4) Technical Assistance, Energy, Research, Reconstruction, and 
Selected Development Problems 

$99 million was authorized tor fiscal year 1976 and $104 million for 

fiscal year 1977 for the new budget category, ~echnical Assistance, 

Energy, Research, Reconstruction, and Selected Development Problems.· 

This new section combined two functional budget categorias created 

in 1973: ·Selected Development Problems,· and ·Selected Countries and Or-

ganizations.· According to the Committee report, this merger coincided 

with the intention of Congress to shift of AlD activities away from 

program lending and major infrastruture projects in fields such as trans-

portation and power. Program emphasis for the new section included: 

a) technical assistance, particularly through U.S. private and voluntary 

organizations and regional and international development organizations; 

b) programs to help those poor countries particularly hard hit by high 

anergy costs to increase energy production and conservation; c) research 

actiVities, to the extent that they were not carried out under the three 

primary functional budget categories; d) disaster reconstruction; 

e) special development problems, particularly in Africa; and f) urban 

development activities directly related to helping the urban poor in 

slum areas of large cities. 

431 Ibid. p. 51. 
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5) Intermediate Technology 

M.R. 9005 added a new section (107) to the Foreign Assistsnce 

Act which permitted a total of up to ~20 million of the funds available 

under the food and nutrition, population planning and health, and education 

and human resources budgetary categories to be used for grants to support 

an expanded and centralized private effort in the field of intermediate 

technology over the three year period covering fiscal years 1976-1978. 

(Note that no additional appropriations were authorized by this section). 

Elaborating on the 1973 legislation, the International Relations Committee 

stated that if the poor were to participate in the development process, 

"they must have access to the tools and machines that are suited to labor­

intensive production methods and fit their small farms, small businesses, 

and small incomes. They must have access to technology which 1s neither 

so primitive that it offers no escape from low production and low income 

nor so highly sophisticated that it is out of reach for poor people and 

ultimately uneconomic for poor countries - in short, intermediate 

technology." 44/ 

Specific intermediate technology objectives for AID to pursue included: 

1) to study proposals for an Institute of Intermediate Technology; 2) to 

promote the development and dissemination of technologies particularly 

pertinent to agriculture and rural development, small business enterprises, 

and energy; 3) to identify, deSign, and adapt from existing designs, appro­

priately scaled, labor-intensive technology, and policies and institutions 

directly related to its use; 4) to formulate policies and techniques to 

fscilitate the orgsn1zation of new small businesses; 5) to engage in field 

44/ Ibid., p. 54. 
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testing of inte~diate technology; 6) to establish and maintain an infor­

QRtion center for the collection 80d dissemination of information on 

intermediate technology; aad 7) to support expaaaion and coordination of 

developing country efforts 10 this field. 

c. Other Pertinent Provisions in the House Version of H.R. 9u05 

1) The bill permitted the President to waive the requirement that the 

receiving country must put up 25 percent of the cost of esch project or activity 

for the "relatively least developed" countries as defined by the Uoited 

Natioaa. The Sahelian African countries were cited as examples of countries 

having extreme difficulty covering 25 percent of project costs. 

2) A section was included in the bill requirlog that high priority 

be given to developing cooperatives 10 LOCs, and earmarking $20 million 

over tbe two and one half year period comprislog fiscal years 1976 aad 

1977 80d the interim quarter to be uaed for technical assistance for that 

purposa. Tbe Houae International Relations Committee stated tbat strong 

cooperatives constituted ODe of the moat important aspects of broad-baaed 

economic development. The committee pointed to the lack of balance between 

geographic regions 10 the fuading of cooperatives 10 AID's programs, aad 

urged that AID "respond to opportunities which exist for strengtbaa1Dg 

cooperatives 10 countries whicb are not now receivins assistance for that 

purpose." 45/ 

3) A new section vas added that provided that 80y country grossly 

violatiag human rights vould be refused development assistance unless there 

vas proof thst such assistance vas benefiting the poor. 

45/ Ibid., p. 55-56. 
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4) The bill added a new title, '~itle XII: Famine Pre¥ention and 

Freedom from Hunger" to the Foreign Assistance Act of 1961. This pro­

¥ision called for an increased role for U.S. land-grant colleges and other 

eligible univeraities in program-related agricultural institution de¥elop­

ment and research. More participation from these universities in inter­

national efforts to expand the world food production via more scientific 

research was also requested. The teaching, research, snd extension work 

was to focus on producers' needs and activities adapted to local circum­

stances within the developing countries. The President was to establish 

a permanent Board for International Food and Agricultural De¥elopment to 

assist in the administrstion of such programs. 

5) A section was added requiring that development aid programs author­

ized under the functional budget categories be administered sO a8 to give 

particular attention to iDtegration of women into tbe national economies 

of foreign countries. 

d. Food Aid to Poor Countries (Title 11) 

Title II of H.R. 9005 consisted of amendments to the P.L. 480, tbe Food 

for Peace Program. The intent of Title 11 was: 1) to strengthen tbe 

humanitarian and self-help development role of American food aid to the 

least developed countries by amending the Agricultural Trade, Development, 

and Assistance Act of 1954 (P.L. 480), the authority for tbe Food-for-Peace 

program; and 2) to provide closer integration between the food program 

and the development assistance program. 46/ 

46/ Ibid., p. 16-19. 
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Included in Title I I of the House version of H.R. 9005 vere the following 

pertinent amendments: 

1) A section sdding policy language to P.L. 480 specifying that the 

President was to a) give priority consideretion to providing the maximum 

feasible volume of food to those countries most seriously affected by 

food shortages. b) urge other donor countries to increase their participation 

in addressing the food shortages in the developing countries; and c) relate 

U.S. assistance to tbe efforts of the aid-receiving countries to increase 

tbeir own agricultural production, with emphaSis on labor-intensive small-farm 

agriculture. 

2) A section providing that not more than 30 percent of food aid under 

P.L. 480 Title I was to be allocated to countries otber than tbose most 

seriously effected by the food sbortages. 

3) Policy language stating that the United States was to emphasize 

the use of foreign currency proceeds for purposes wbich directly improved the 

lives of tbe poorest people in the receiving countries and for programs 

of agricultural development, rural development, nutrition, and population 

planning in those countries wbich had undertaken self-belp measures. 

4) AD additional amendment urging tbe President to maintain a signifi­

cant D.S. contribution to tbe World Food Conferenee goal of ten million 

tODS of food assistance annually to the world's needy nations. The President 

was encouraged to seek international agreement for a system of food reserves, 

as well. 

H.R. 9005 waa passed by tbe House on September 10, 1975, witb nO major 

changes in the "New Directiona" provisions that had been reported out by 

the International Relations Committee. 
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2. The Senaee and H.R. 9005 

The Senate Foreign Relations Committee ordered its version of H.R. 

9U05 reporeed on October 1, 1975. 47/ The major changes in the "New 

Uirections· language made by the committee were as follows: 

a. Functional Budget Categories 

1) Food and Nutrition 

$608 million was authorized for fiscal year 1976 for food end nutrition, 

and $735 million was euthorized for fiscal year 1977. 

The Foreign Relations Cnmmittee's Food and Nutrition policy language 

was very similar to that of the House Committee. However, the Senate 

Committee specified that assistance provided under the Food and Nutrition 

budget category be used for activities which were designed to assist 

the rural poor. These included: the creation and strengthening of local 

institutions linked to the regional and national level; organization of 

a system of financial institutions which would provide both savings and 

credit services to the poor; stimulation of small, labor-intensive enter-

prises in rural towns; improvement of marketing facilities and systems; 

expansion of local or small-scale rural infrastructure and utilities 

such as farm-to-market roads, land improvement, snergy, and storage 

facilities; establishment of more equitable and more secure land tenure 

arrangements; and creation and strengthening of systems eo provide other 

services and supplies needed by farmers, such as extension, research, training 

47/ U.S. Congress. Senate. Committee on Foreign Relations. Interna­
tionar-Development and Food Assistance Act of 1975; Report to accompany 
H.R. 9UU5. Washington. U.S. Gavt. Print. Off., 1975. (94th Congress. 
1st aession. Senate. Report no. 94-406) 80 p. 
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fertilizer. water. and improved seed, in ways which assured access to 

~hem by small farmers. 4!/ 

the House language earmarking $200 million from aid loan repayment 

receipts for the International Fund for Agricultural Development was 

modif1ed to require appropriate participation by other donors as a cond1tion 

for U.S. participation. the Senate Foreign Relations Committee also included 

the drought-stricken areas of Africa as potential recipients of such receipts. 

2) Population Planning and Health 

$243 million for fiscal year 1976 and $275 million for fiscal 

year 1977 Were authorized for population planning and health. 

the Senate committee stated that the 67 percent of these funds to be 

used for population planning could go either to separate population 

programs or to population programs carried out as an element of health 

programs. As did the International Relations Committee, the Foreian 

Relations Committee endoraed an integrated approach to family planning 

and adopted moat of the House cOmmittee's policy language. 

b. Other Pertinent Senate Chanles from the Bouse Version of B.R. 9005 

1) The section stipulating that any couotry grossly violating human 

rights would be refused development assistance was deleted. Its place 

was taken by a provision that stated that should either house of Congres8 

believe that basic human rights were being denied in an aid reCipient 

country, then AID would be responsible for informing the Senate 

Foreian Relations Committee and the Bouse International Relations 

Committee how the proposed assistance could be provided in a manner which 
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would benefit the poor without contributing to the perpetuation of 

~uman rights violations. 

2) The Senate Foreign Relations Committee added a new aection 

requesting the President to establish criteris to measure the commitment 

and progress of recipient countries in meeting development objectives. 

The intent was to enable the U.S. development assistance programs to 

be increasingly focused on those countries "which demonstrated the most 

dedication and discipline in mobilizing their development efforts." 49/ 

The criteria were to include the efforts of countries: to carry out 

land reforms and cooperative arrangements; to achieve a greater degree 

of self-sufficiency in food production; and to reduce infant mortality. 

c. Food Aid to Poor Countries (Title II) 

While, as noted above, the Senate Agriculture Committee had primary 

jurisdiction over P.L. 480 matters, initial referral of all of H.R. 9005 

was to the Foreign Relations Committee. The Foreign Relations Committee 

revised the allocation of food commodities under Title I of P.L. 480 

so that only 20% was to be available for countries other than those 

most seriously affected by the food shortages. The House International 

Relations Committee had allocated 30 percent to these countries for 

1975. 

49/ Ibid., p. 36. 
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d. Creation of a Senate Subcommittee on Foreign Assistance 

In its report, the Foreign Relations Committee stated that "Congress 

may have reached the point where what ia needed to make foreign assistance 

more effective is not more legislation, or tighter restrictions on the 

Executive Branch, but better congressional oversight of existing laws." 50/ 

Early in the year, the Committee had created a subcommittee whose primary 

responsibility during fiscal years 1976 and 1977 was to oversee the foreign 

aid progra~ both in Wsshington and abroad. In addition, the subcommittee 

was to provide a focal point for both evaluation of the foreign assistance 

programs and the definition of policy guidelines within which the committee 

expected AID to conduct 1ts progra~ under the "New Directions." The Committee 

report stated that "our subcommittee will be rigorous and unflinching 

in its efforts to analyze the impact of the new legislation, the performance 

of its administrators and the efforts of rec1pient governments." 51/ Senator 

Humphrey was designated the subcOmmittee's chairman. 

e. Senate Asriculture Committee Action 

On October 2, 1975, the bill was referred to the Senate Committee 

on Agriculture and Forestry where two segments of the bill were reviewed: 

1) T1tle II dealing with P.L. 480; and 2) the new section creating a Title 

XII "Famine Prevention and Freedom from Hunger," 1n the Foreign Assistance 

,Act. Among the changes made by the Agriculture Committee in H. R. 9005 

12! Ibid., p. 7. 

1!! Ib1d. 
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as reported ~ by the Foreign Relations Committee were the following: 

1) The policy language was deleted which specified that the President 

give priority consideration to providing food to countries that emphasized 

labor-intensive, small-farm agriculture. 

2) Food aid-receiving countries would be required to improve their 

facilities for transporting, storing, and distributing food commodities. 

3) The restrictions on P.L. 480 assistance to the most seriously 

affected countries were to be for one year rather than permanently, 

and the percent set aside Was reduced from 80 percent to 70 percent. 

In addition, the President, rather than the United Nations, was to determine 

which countries would be categorized as "most seriously affected". 

4) The provisions of H.R. 9005 creating a new Title XlI were changed 

to a new title of P.L. 480 rather than of the Foreign Assistance Act. 

f. Senate Floor Action 

The Committee on Agriculture reported H.R. 9005 with its revisions 

on October 22, 1975. The Senate passed H.R. 9005 on November 5, 1975 

by a vote of 54 to 41. "New Directions"-related amendments that were 

adopted on the floor were as follows: 

1) An amendment by Senator Humphrey to initiate proposals for the 

establishment of an Intermediate Technology Institute as part of AID. 

2) An amendment which raised P.L. 480 assistance to the most 

seriously affected countries from 70 percent to 80 percent of total Title I 

53/ U.S. Congress. Senate. Committee on Agriculture and Forestry. 
International Development and Food Assistance Act of 1975; Report to 
accompany B.R. 9005. Washington. U.S. Govt. Print. Off., 1975. 194th 
Congress. 1st session. Senate. Report no. 94-434) 90 p. 
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sales snd stipulated a maximum of $250 per capita gross national product 

~ a guideline for assistance eligibility. 

3. Conference Report - H.R. 9005 

After passing the Senate, b.R. 9005 went to conference for recon-

ciliation of differences. Because DOat of the "New Directions" policy 

provisions of the Senate bill were the same 4S, or sim1lar to, House 

provisions, there were not many areas of conflict in policy which needed 

resolution by the Conference Committee. The major "New Directions" 

reconciliations were as follows: 54/ 

a. Development Assistance Policy Reconciliations 

1) AID was required to prepare a detailed proposal for the coordina-

tion of private efforts in the field of intermediate technology. The 

proposal was to be transmitted to the Senate Foreign Relations Committee 

and the House International Relations Committee no later than Harch 

31, 1976. 

2) As stipulated in the Bouse bill, the President could waive the 

requirement that an aid-receiving relatively least developed country 

put up 25 percent of a project cost. 

3) The conference committee revised the human rights provision 

by stating that any country grossly violating huiman rights would be 

refused development sssistance unless: 1) there was proof that such 

assistance vas benefiting the poor; and 2) neither Bouae disapproved. 

54/ U.S . Congress. Conference Committees, 1975. International Develop­
Dent and Food Assistance Act of 1975; Conference report to accompany B.R. 
9005. Washington. U.S. Govt. Print. Off., 1975. (94th Congress. 1st session. 
House. Report no. 94-691) 41 p. 
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4) The conference report contained a section modifying the Senate'a 

measurement criteria provision. The criteria to be established to measure 

the recipient countries' development were to include: 1) increasing 

agricultural productivity per unit of land through amall-farm, labor-intensive 

sgricult~re; 2) reducing infant mortality; 3) controlling population 

growth; 4) promoting greater equality of income distribution , including 

measures such as more progressive taxation and more equitable returns 

to small farmers; and 5) reducing rates of unemployment and under-employment. 

While the Senate Foreign Relations Committee was more explicit in 

its support for certain specific measures of land reform, the conference 

committee wished "to stress that more equitable distribution of land 

tenure, more efficient use of land, and encouragement of operator-ownership 

of farma are among the important objectives of development" sougbt 

by Congress in the Foreiga Assistance Act. 55/ 

b. Food Aid to Poor Countries (Title II) 

1) Policy language was agreed upon vb1ch related tbe availability 

of U.S. food assistance to the receiving countries' emphasis on the 

development of small, family farm agriculture and improved facilities 

for transportation, storage, and distribution of food commodities. 

House language encouraging "labor intensive" farming was deleted. 

2) Not less tban 75 percent of the food aid provided under Title 1 

of P.L. 480 was to be sllocated to those countries with a per capita 

GNP of $300 or leas. 

1i! Ibid., p. 33. 
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Amounts authorized in H.R. 90U5 for "New Directioaa" Programs 
(in millions of dollars) 

~ ~ Conference 

1976 !I 1977 1976 1977 1976 1977 

Food aad Nutrition 638 76U 608 735 618 745 

Population Plaaninl 248 280 243 275 243 275 

aad Health 

Education and Human 89 101 89 101 89 101 

Resources Develop. 

Technical aaa1atance, .l! -!Qi -.l! -!Qi .l! ~ 
etc. 

Total 1,075 1,246 1,040 1,216 1,050 1,226 

!I fiscal years 

The conference committee decided upon a total authorizaton for all 

provisions of H.R. 9005 of $1.6 billion for fiscal year 1976 aDd $1.5 

billlon for f1aca1 year 1977. 
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F. FOREIGN ASSISTANCE AND RELATED PROGRAMS APPROPRIATION ACT FOR FY 1976 
AND THE THREE MONTH TRANSITION QUARTER THROUGB SEPT. 1976 (B.R. 12203) 

The final FY 1976 (July I, 1975 to June 30, 1976) foreign aid 

appropriations bill totaled $5.2 billion for all titles. An additional 

$759 million was appropriated for the three month transition period 

to the start of the new fiscal year which was to begin October I, 1976. 

1. FY 1976 + T Appropriations in H.R. 12203 for "New Directions" Programs !I 
(in millions of dollars) 

!!!!!!!!. ~ Conference 

Food and Nutrition 609 576 539 

Population Planning 225 179 179 
and Health 

Education and Buman 102 69 69 
Resource Develop. 

Technical Aasistance, 
Energy, etc. 90 68 68 

Total 1,926 8'94 857 

a/ figures include appropriations for FY 1976 plus a three month 
transition quarter (July - September, 1976). 

2. Other Pertinent Provisions 

a. Food and Nutrition 

In its report, the Senate Appropriations Committee stated that two 

basic structural imbalances existed in cODDection with AlD'.s food and 

nutrition program that needed rectification: the food and nutrition 

program had given too much emphasis to Latin Americs and not enough to 

Africa; and there was an imbalance between the food and nutrition program 
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and population planning. 56/ It was recommended that increaaing emphasis 

~hould be focu8ed on the demand side of the world food problem (i.e., to the 

world ' s increasing population problem) in addition to the supply side. 1Z! 

b. Intermediate Technology 

The House Appropriations Committee indicated that it expected 

AID to move rapidly to implement prosrams using intermediate technology 

such aa animal-drawn plows and seeders, roto-tillers, simple grain 

storage bins, small scale irrigation works, hand-operated irrigation 

pumps, manually-operated corn and peanut shellers, and intermediate 

road construction eqUipment (e.g., ox-carts). In other worda, 

technology that was appropriate to the scarcity of capital and abun-

dence of labor. 58/ According to Representative Clarence Long, Chairman 

of the House Appropriations Foreign OperatioDS Subcommittee credit 

in8titution8 mu8t be created to chanoel large DUmbera of 8mall loans 

to the poor peasants ao that they might be able to buy new machines. 59/ 

Repreaentative Long stated th8t a $100 loan could b8 an effective 

upper limit; that equipment at thi8 level of 8implicity already exi8ted 

in countries 8uch as Senegal (animal-drawn agricultural implement8) 

56/ U.S. Congre8s. Senate. Committee on Appropriations. Foreian 
Assi8tance and Related Programs Appropriation Bill, 1976; aeport to accompany 
H.R. l22U3. Washington. U.S. Govt. Print. Off. 1976. (94th Congres8, 
2d 8ession. Senate. Report no. 94-704) 192 p. 

57/ Ibid., p. 46. 

58/ U.S. Congress. House. Committee on Appropriations. Foreign 
Asei8tance and Related Programs Appropriation Bill, 1976; Report to 
accompany H.a. 12203. Washington. U.S. Govt. Print. Off. 1976. 
(94th Congress, 2d aesaion. Houae. Report no. 94-857) pp. 14-15. 

59/ Ibid., additional views of Clarence D. Long. pp. 61-63. 
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and Bangladesh (manually operated irrigation pumps). Long contended 

.that a coordinated policy to disseminate "light capital" technology vas 

needed betveen foreign aid agencies as vell as coordinatio' in the 

initiation of pilot "light capital" projects. 

G. FISCAL YEAlI. 1977 FOREIGN ASSISTANCE AND RELATED PKOG1WIS 
APPROPRIATION ACT (H.K. 14260) 60/ 

The format and statements in H.K. 14260 paralleled closely the 

previous year's appropriations bill. The main differences lay in the 

amounts appropriated. $5.1 billion vas the total amount appropriated 

for FY 1977 for all titles in the bill. 

1 . rY 1977 Appropriations in H.K. l426U for "New Directions" Programs 
(in millions of dollars) 

!!!!!!!!. ~ Conference 

Food and Nutrition 475 535 505 

Population Planning 200 228 214 
and Health 

Education and Ruman 70 70 70 
Resources Develop. 

Tecbnical Assistance, 70 64 67 
etc. 

Total "8iS ""'897 "'"'856 

60/ The International Development and Food Assistance Act of 1975 
authorIZed economic aid ·for tvo fiscal yeara: FY 1976 and 1977. 
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2. Other Pertinant Proviaions 

a. Food and Nutrition 

The members of the Senate Appropriations Committee were "wary" of AID's 

~ostly rural roads proje~ts. 61/ The ~ommittee felt su~h undertakings 

were largely a local responsibility, and that any external assistan~e 

thet proved ne~e.sary should be provided by multinational institutions 

such as international development banks. 

b. Te~hoi~al Assistsnce, Energy, Resear~h, Reconstruction, snd 
Selected Devalopment Proble .. 

The Conference Committee report indicated that it was felt that 

a relationship between AID and the private voluntary organizations (PVOs) 

financially heavily dependent upon AID waa deleterious to all interests 

involved. 62/ The conferees directed AID to establish funding guide-

lines which would place a ~ailing on U.S. support grants to any privata 

voluntary organization at SO percent of the annual caah requirement for over-

head and persoDDel compensation costs of the organization. In addition, 

the committee directed the Agency to prepare a regiatry, no later thaD 

Karch 1, 1977, of private voluntary organizatioDS eligible for U.S. 

government aaaiatance. The ~ommittee felt thet any private voluntary 

organization abould be ineligible for inelusion in tbe regiatry, aDd 

611 U.S. Congreaa. Senate. Committee on Appropriatiooa. Foreign 
Aaaiai:.aoce aDd Related Programs Appropriation Bill, 1977; Report to 
accompany B.R. 14260. Washington. O.S. Gove. Print. Off., 1976. 
(94th Congreas, 2d aeaaion. Senate. Report no. 94-1009) p. 36. 

62/ O.S. Congress. Conference Committees, 1976. Making Appro­
priatioQ8 for Foreign Assistance and Related Programs for tbe Fiacal 
Year ending September 30, 1977; Conference Report tD a~company B.R. 
14260. Waah1Dgton. O.S. Gavt. Print. Off., 1976. (94th Congreas, 
2d 88a8ion. Bou8e. Report DO. 94-1642) pp. 5-6. 

81-392 0 - 82 - 13 
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hence ineligible for U.S. funding, if it failed to disclose to AID its financisl 

.statements together with its current budget. 

The Senate Appropriations Committee urged a pilot project be initiated for 

FY 1977 for the establishment of an Indigenous technical Assistance Corporation 

under the sponsorship of universities in selected countries in Latin America and 

the Middle East. 

R. INTERNATIONAL DEVELOPMENT AND FOOD ASSISTANCE ACT OF 1977 (M.R. 6714) 

The principal purposes of ".R. 6714 were to authorize development 

assistance programs for FY 1978 and to further amend P.L. 480. $1.65 

billion was the total amount authorized for all titles. Following are the 

major "New Directions" related provisions of the bill. 

1. Functional Budget Categories 

a . Pood and Nutrition 

$580 million was authorized for FY 1978 for food and nutrition. 

In addition to reiterating much of the policy language of recent 

foreign assistance bills, the Poreign Relations Committee urged AID 

to provide mare assistance for the purpose of redUCing harvest losses 

of food, and expreseed the deaire that the executive branch use the in-

fluence of the U.S. Government to assure the effective use of International 

Pund for Agricultural Development (lPAD) funds through existing organiza-

tions. W 

63/ U.S. Congress. Senate. Committee on Foreign Relations. 
International Development Assistance Act of 1977; Report to accompany 
S. 1520. Washington. U.S. Govt. Print. Off., 1977. (95th Congress, 
1st session. Senate. Report no. 95-161) pp. 19-20. 
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b. Populatiou Planuiug aud Health 

The populatiou planning and health category was separated into 

two distinct subaectioua. $167 million was authorized for population 

plaDDiog. $107 mi1Uou was authorized for health. 

The Couterence Committee stipulated that particular attention 

be given to the interrelationship between populatiou growth, develop-

ment growth, and overall improvement in Uving standards, and to the 

impact of all programs, projects, and sctivities on population growth. 641 

c. Tecbuica1 Assistance, Energy, Research, Recoustruction, and 
Selected Development Problems 

$105 million was authorized for this omotbus category for fiscal 

19!§. 

$18 milUou was nuthorized to carry out cooperative programs 

~it.h developing countries in renewable and uncouveutioual euargy pro-

ductiou and couaervation. Particular emphasis was to be placed on 

small-scale, decentralized, reuewab1e energy sources for rural areas. 

The Seuate Foreign Re1atious Committee, elaboratiug on poteutial uoder-

takings, included programs involving identification of researcb and 

development priorities, market research, field testing, dissemination 

. of iutormation, and pilot projects in photovoltaic applications, wind 

appUcatious, biomass projects, solar-thermal appUcations, aud simple 

total energy systems. 65/ 

64/ U.S. Congress. Conference Committees, 1977. International Developmsot 
and Food Assistance Act of 1977; Report to accompany B.a. 6714. Washington. 
U.S. Govt. Print. Off., 1977. (95th Congress, lat sessiou. House. Report 
no. 95-501) pp. 27-28. 

65/ Seuate Foreign Relat10ua Committee. Report no. 95-161. p. 31. 
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The Conference Committee requested the President to review the 

.options for implementing these energy technologies and specifically 

the feasibility of working with a nonprofit International Energy 

Ioatitute on this metter. 66/ The President was to report his 

recommendatiooa to Congress by January 1, 1978. 

2 . Other Pertinent Provisions 

s) The 1975 development assistance assessmen t language was 

modified. 

b) A new section was added that authorized the President to make 

development assistance avsilable on a grant,basis, to the maximum extent 

consistent with U.S. development objectives, to countries on the U.N. 

Conference on Trade and Development (UNCTAD) list of (29) relatively 

least development countries. 

c) Language was added to the existing "Development and Use of 

Cooperatives" section to specify the types of assistance (technical 

and capital) these funds were to be used for. The Conference Committee 

urged the executive branch to include representatives of cooperative 

development organizations as sdvisors to the Board for International 

Food and Agricultural Development. !1! 

d) The existing "Integration of Women in National Economies" 

section was slightly revised. The Conference Committee stipulated 

that the President, 10 weighing potential U.S. contributiooa to recipients 

among international organizations, must consider the progress of those 

66/ Conference Committee Report no. 95-5Ul. p. 31. 

!1! Ibid., p. 28. 
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international organizations in developing policies which encouraged 

.the integration of women into the recipient economies. 68/ 

e) The Conference Committee encouraged the President to. i) 

devise and carry out in partnership with developing natioDB a strategy 

for integrated programs of nutrition and health improvement for mothers 

and children, including breast feeding; and ii) provide technical, 

financial, and material support to individuals or groups at the local 

level for such purposes. 69/ In its report, the Bouse International 

Relations Committee had stated that convincing evidence existed that 

many children had died or had been permanently damaged by infant for-

mula prepared in the LDCs. 121 Bence, increased emphasis on breast 

feeding was deemed desirable. 

f) A section was added to the Foreign A8Bistance Act stipulating 

that assistance should be provided in developing and strengthening 

the capacity of LDCs to protect and manage their environment and natural 

resources. Special efforts were to be made to restore the "land, 

vegetation, water, Wildlife, and other resources upon which depend 

economic growth and human well-being, espeCially that of the poor.- 11/ 

6&/ Ibid., pp. 28-29. 

~ Ibid., p. 30. 

70/ U.S. Congress. Bouse. Committee on International Relations. 
International Development and Food Assistance Act of 1977; Report to 
accompany B.R. 6714. Washington. U.S. Govt. Print. Off., 1977. (95th 
Congress, 1st 8ession. Bouse. Report no. 95-24U) p. 32. 

l!! Conference Report no. 95-501. pp. 30-31. 
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Specific potential projects as outlined by both authorizing committees 

,included: crop rotation programs, reforestation, waterahed protection, 

wildlife habitat preservation, and drainage projects to control salini­

zation and waterlogging caused by irrigstion. 

g) A proviSion, originally proposed on the floor by Senator Hart, 

was added further expanding the coordination role of the Development 

Coordination Committee. The Development Coordination Committee was 

to: i) implement studies on developmental problems; ii) devise 

implementation strategies on developmental problems appropriate to 

each relevant department or agency; iii) monitor and evaluate the results 

of the development activities of each department or agency; and iv) 

arrange for the exchange of information and studies between agencies 

and departments. 72/ 

3. Public Law 480 - Food for Peace 

a. Food for Development 

1) A "Food for Development Program" title was added, giving the 

President the authority to forgive repayments from a certain percentage 

of P.L. 480 sales if the proceeds from the sales were used for specific 

"New Directions" type development programs (agricultural development, 

rural development, nutrition, health services, popUlation planning, 

and farmer-to-farmer programs) that would not otherwise 'have been 

undertaken. The bill stipulated that reCipient countries submit 

multi-year proposals for the use of commodities provided under the 

program. 

72/ ~onference Report no. 95-5ul. p. 36. 
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b. Storage in Recipient Countries 

2) H.R. 6714 required the Secretary of Agriculture to determine 

that adequate storage facilities were available in recipient countries 

before P.L. 480 commodities were provided. The Conference Committee 

intended that P.L. 480 commodity shipments not be substantial disin­

centives to production in the developing country. 111 

4. Senate Foreign Relations Committee Comments on North- South Issues 

According to the Senate Foreign Relations Committee, the U.S. 

needed to view the North-South issues in a new perspective. 1i1 Given 

increasing global interdependence, the committee felt that there were 

no clear cut wiDDers and losers from specific policies. Individual 

country interests were increasingly becoming inter twined with those 

of other countries. In addition, the committee maintained that bilatera l 

aid was no longer the centerpiece of developed country policy towards 

the developing world. It remained a crucisl element but only in the 

context of a broader development strategy. Its effectivenes8 waa 

contiDgent on how carefully it was targeted. 

The Foreign Relation8 Committee stated that different types of 

developing countries warranted different developmant policies. In 

the Committee's view, the developing world coosisted of two basic 

groups: the Third World countries and the least developed Fourth 

World countries. Emphasis on concessionary aid and bilateral develop­

Gent assistance was needed to aid countries in the latter category whereas 

1l! Ibid., p. 43. 

74/ Senate Foreign Relations Committee nO. 95-161. pp. 6-14. 
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certain New International Economic Order proposals (such as commodity 

agreements and technology transfer. ) and private lending institutions 

would be of primary benefit to the more prosperous Third World countries. 

FY 1978 Authorizations in Ii.R. 6714 f or "New Directions" Programs 
(in millions of dollars) 

~ ~ Conference 

Food and Nutrition 613 SSO 580 

Population Planning 181 160 167 

liea lth 105 109 107 

Education and liuman 84 84 84 
Resources Develop. 

Technical Assistance, 110 100 105 
etc. 

Total 1,095 1,003 1,044 

1. FISCAL YEAR 1978 FOREIGN ASSISTANCE AND RELATED PROGRaMS APPROPRIATION 
ACT (Ii.R. 7797) 

Ii.R. 7797 appropriated $6.8 billion for all titles and retained the aame 

format of the previous year's appropriations bill. 
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1. FY 1978 Appropriations 1n B.R. 7797 for -New Directions- Programs 
(1n millions of dollars) 

~ ~ Conference 

Food and Nutrit10n 535 515 515 

Population PlaDDing 160 155 155 

Health 100 95 95 

Education and Buman 80 75 76 
Reaources Develop. 

Technical A881stance, 95 90 90 
etc. 

Total ---m> ""'930 931 

2. Other Pertinent Provisions 

a . Food and Nutrition 

The Senate Appropriations Committee reiterated its concern that 

AlD's use of funds for food and nutrition activities was still too 

haavil1ty oriented towards 1Dfrastructure projects. The Committee did 

acknowledge, however, that funding farm-to-market road projects might 

be deemed acceptable 10 certain cases. 75/ 

75/ u.S. Congress. Senate. Committee on Appropriatioua. Foreign 
Aasist:ance and Related Programs Appropriation Bill, 1978; Report to eccompany 
B.a. 7797. Washington. u.S. Govt. Print. Off., 1977. (95th Congress, 
lat session. Senste. Report no. 95-352) pp. 34-35. 
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b. Technical Assistance, Energy, Research, Reconstruction, and 

Selected Development Assistance 

The ~ouse Appropriations Committee requested AID to examine the 

feasibility of working with District of Co1umbia universities (who in turn 

would work with selected universities in Latin America) for the purpose 

of supporting the development of indigenous technical assistance centers 

in Latin America. The Appropriations Committee reiterated its concerns over 

the high coats of American technicians and expected AID to increase its 

assistance to local training institutions. 76/ 

The House Appropriations Committee again stressed the importance 

of -light capital- technology in deve10pment assistance. 1l/ The committee 

applauded the creation of Appropriate Technology International (ATI), 

an independent, private nonprofit organization created to carry out 

the interme41ate technology program mandated by Congress. The Committee 

desired ATI to retain its flexibility (its abil1ty to respond to grant 

requests within sixty days) and its autonomy. The Committee stated 

that its ezpansion should continue and emphasis on indigenous development 

of technology should continue. In addition, the Developmen~ Coord ina-

tion Committee was to p1sy an important coordinating role with respect 

to "l1ght capital" technologies. 

76/ U.S. Congress. House. Committee on Appropriations. Foreign 

ASSistance and Re1sted Programs Appropriations 8i11, 1978; Report to 

accompany H.R. 7797. Washington. U.S. Gove . Print. Off., 1977. 

(95th Congress. 1st session. House. Report no. 95-417) p. 17. 

77/ Ibid., p. 14. 
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J. INTERNATIONAL DEVELOPMENT AND FOOD ASSISTANCE ACT OF 1978 
(H. R. 12222) 

B.R. 12222 contained amendments to the authorizations for economic 

assistance programs, P.L. 480, and provisions intended to improve the 

coordination and administration of U.S. development-related polic1es 

and programs. The total authorization for all titles was $1. 8 b11lion. 

1. Development Msistance Pollcy 

Much of the policy statement updated, revised, and conaol1dated 

existing language. The "New Directions" program statements were largely 

re-packaged from previous foreign aid bills. 

H.R. 12222 stipulated that U.S. development cooperation policy 

should emphasize four principal goals: 1) the alleviation of the worst 

physical manifestations of poverty among the world's poor majority; 2) 

the promotion of conditions enabling developing countries to echieve 

selt-sustaining economic growth witp equitable distribution of benefits; 

3) tba encouragement of development processes in which individual civil 

and economic rights were respected and enhanced; aDd 4) tbe integrstion 

of the developing countries into an open and equitable international 

economic system. W 

The bilateral development assistance authorized by the Foreign 

Assistance Act, as amended, was to be programmed in accordance with 

twelve g~tding principles including: 

78/ U.S. Congress. Conference Committees, 1978. Internat10nal Develop­
ment aDd Food Assistance Act of 1978; Conference Report to accompany 
B.R. 12222 . Wash1ngton. U.S . Govt. Print. Off., 1978. (95th Congress. 
2d aession. House. Report no. 95-1545) p. 2. 
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a) Developmeut was to be primarily the respousibility of the people 

. iu the developiug countries themselves. U.S . aid should support self-

help efforts. 

b) Priority should be giveu to developmeut programs iuitiated by the 

developiug country which directly improved tbe 11ves of the poorest 

people and tbeir capacity to participate lu their couutrles. 

c) Priority should be giveu to developmeut programs iu countries 

whicb would make the most effective use of such assistance to help 

satisfy the basic human needs of the poor. The earlier criteria for 

asseasin~ progress toward meeting tbe objectives and goals of tbe act 

were reiterated. 

d) The critical problems 1u the functional budget categories (Food and 

Nutritiou, etc.) should be a primary focus for U.S. assistance. 

e) U.S. cooperation in development should be carried out to tbe 

maximum exteut possible tbrough the nou-goveruaental sector. 

f) U.5. bilateral development aBsistance should be conceutrated on 

projects which did not involve large-scale capital transfers. 791 

A new section was added to provide a clearer and broader policy direction 

with reapect to tbe private voluntary organizatioua (PVOa). According 

to the Senate Foreign Relations Committee, PVOs could play an iutegral 

part iu U.S. developmeut assistauce programs by effectively implementiug 

equity-orieuted development strategies at the local level. 801 Their 

l!1 Ibid., pp. 3-5. 

8u/ U.S. Congress. Senate. Committee ou Foreign Relationa. Iuter­
national Davelopmeut Assistauce Act of 1978; Report to accompany S. 3074. 
Washington. U.5. Govt. Print. Off., 1978. (95th Congress, 2d session. 
Senate. Report nO. 95-840) pp. 8-9. 
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resources should be supplemented with public funding, though not at the 

-expense of the organizations' private, independent nature. 

2. functional Budget Categories 

a . Agriculture, Rural Development, and Nutrition 

$665.2 million was authorized for this section. The title of the 

section was amended from "Food and Nutrition" to more accurately reflect 

the range of activities autborized. The changes in policy language were 

sligbt; for example, forestry and soil conservation was added to the 

existing list of services and supplies needed by farmers. 

b. Population Planning and Health 

$224.7 million was authorized to carry out populatioo programs. 

$148.5 million was authorized for programs relating to health and disease 

prevention. 

c. Education and Human Resources Development 

$109 million was authorized for the purposes of this section. llO 

new policy language was added. 

d. Technical Assistance, EnerBY, Research, Reconstruction, and 
Selected Development Problems 

$126.2 million was earmarked for this section. AID was directed to 

coordinate with the Department of Energy the planning and implementation 

of energy programs related to development assistance. 

e. Other Pertinent Provisions 

a) Not less thsn $1.5 million was to be used for studies to identify 

the major problems relating to the environment and nstural resources in 

LDCs and the institutional capabilities of LDCs to deal with these 

problema. The conference committee alao urged AID to enaure that each 
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of its missions had personnel knowledgeable about AID's energy 

_programs. 811 

b) A new section was added to deal with what the Foreign Relatione 

Committee called the Relatively Least Developed Countries (RLDCs). 821 

The RLDCs were to be determined on the basis of criteria comparable to 

those used for the U.N. General Aesembly list of least developed coun­

tries - countries characterized by extreme poverty, very limited infra­

structure and limited administrative capacity to implement a basic 

human needs growth strategy. 

The new section provided that aid to RLDCs be on a grant basis 

to the maximum extent consistent with the attainment of U.S. development 

objectives. Speciel local currency accounts were to be established to 

recieve repayments from RLDCs, to be used by RLDCs for development purposes. 

The new section also indicated that different policies concerning waivers, 

grants, and concessional 10an8 may be necessary for the RLDCa than for 

the more advanced developing countries. 

c) H.R. 12222 directed the President to institute a strengthened 

system of coordination of U.S. economic policies which impacted on 

developins nations and required that he submit a report on implementa­

tion of these provisions by February 1, 1979. 

The Conference Committee urged the President to consider estab­

lishing an International Development Cooperation Administration which 

811 Conference Committee Report no. 95-1545. p. 36. 

~I Senate Foreign Relations Committee Report no. 95-840. pp. 28-30. 
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would supersede AID and have primary responsibility within the U.S • 

. government for coordination of international development-related 

activities. ~I 

FY 1979 Authorizationa in B.R. 12222 for "New Directions Programs" 
(in millions of dollars) 

~ ~ Conference 

Agriculture, Rural b7J 665 665 
Development and 
Nutrition 

Population Planning 225 224 224 

Bealth 148 144 148 

Education and Human lU9 98 109 
Resources Develop. 

Technical Assistance, 126 126 126 
etc. 

Total 1,282 1,258 1,273 

K. FISCAL YEAR 1979 FOREIGN ASSISTANCE AND RELATED PROGlWIS APPROPRIATION 
ACT (H.R. 12931) 

The appropriations bill, totaling $7.3 billion, included Foreign Assis-

tance Act activities, foreign military credit sales, related foreign 

assistance (such as ACTION) , and Export~Import Bank expenditures. 

83/ Conference Committee Report no. 95- 1545. p. 42. See also 
U.S . COngress. House. Committee on International Relations. Inter~ 
national Development and Food Assistance Act of 1978; Report to 
accompany B.a. 12222. Washington, U.S. Uovt Print. Off., 1978. (95th 
Congress, 2d session. Bouse. Report no. 95- 1087) pp. 44-45. 
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1. FY 1979 Apppropriations in H. R. 12931 for ··New Directions - Programs 
(in millions of dollars) 

~ ~ Conference 

Agriculture, Rural 610 605 605 
Oevelopment, and 
Nutrition 

Populat10n Planning 19~ 180 185 

Health 35 125 13U 

Educat10n and Hu .... n l OU 94 97 
Resource Develop. 

Technical Assistance, l2u 114 115 
etc. 

Total l,I6U l,ilS 1,132 

2. Other Pertinent Provisions 

Though there were no policy changes proposed, the House Appropriat10ns 

Committee advocated in its report, increased usage of light capital technology, 

renewable and unconventional energy technologies, a strong AlO evaluation 

program, self-help projects by aid recipients, and the development of simple, 

low-cost delivery systems for technical assistance. 84/ 

The Senate Appropriations Committee indicated its concern that 

some of the language changes made by the authorizing Committees in 

M.R. 12222 might he used to justify larger scale infrastructure 

projects, that greater emphasis be placed on field activities rather 

84/ U.S. Congress. House. Committee on Appropriations. Foreign 
AssiscaDce and Related Programs Appropriations Act, 1979; Report to 
accompany H.R. 12931. Washington. U.S. Govt. Print. Off., 1978. 
(95th Congress, 2d session. House. Report no. 95-l25U) pp. 13, 15, 
and 18. 
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than research on population control and that AID education funds should 

be focused on the illiterate and untutored poor. ~/ 

L. INTERNATIONAL DEVELOPH£NT COOPERATIOIl ACT 01, 1979 (Ii.R. 33~4) 

Authorization for fiscal year 1980 economic assistance programs was 

contained in H.R. 3324 together with fund a for the Peace Corpa and amendments 

to P.L. 480. The measure also provided for the es t ablis hment of the Insti t ute 

for Scientific and rechnological Cooperation Which would assume AlD' s responsi-

bility for development-related research and promot e cooperative research 

efforts with developing nations. The total authorizat i on for all programs 

in H.R. 3324 was $1.979 billion. 

1. Development Assistsnce Policy 

Although no new major policy statements were enacted in Ii . R. 3324, 

the principle of "New Directions" programs of self-help assiscance to 

poor nations Was continued in the bill. Other than making changes to 

the energy functional category, Congress focused on deficiencies it 

found in the implementation of past initiatives. 

Both the House Foreign Affairs and Senate For e i gn Relations Committees 

expressed concern over t he ineffective utili za tion of U. S. private and 

voluntary organizations (PVOs) by AlD. The Senate Committee reemphasized 

its position expressed in 1978 concerning the potential for PVOs to playa 

major role in U. S. development assistance programs . The House For eign Affairs 

Committee stated its intenti on to thoroughly revi ew AlD' s relationship with 

PVOs and requested a report from the President by January I, 1980 on the 

85/ u.S. Congress. Senate. Committee on Appropriations. Fore i gG 
Assis~nce and Related Programs Appropriations Bill , 1979 ; Report to 
accompany Ii.R. 12931. Wash ngton. U.S. Govt. Print. Off., 1978. 
(95th Congress. 2d session. Senate. Report no. 95- 1194) pp. 28 , 33 , 
and 40. 

87-392 0 " 82 - 14 
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feasibility of creating a unit within lUCA "to finance and provide support 

functions for the development-related activities" of PVOs and cooperatives. 861 

The Senate Committee on Foreign RelatioDs alao built on past statements 

which supported the role of cooperatives in development programs. Committee 

members were concerned over reports that AlD considered cooperatives to 

be "outside the mainstream of U.S. development assistance efforts." 

Therefore, the Committee called for the expansion of cooperative development 

activities through a variety of existing and new channels. The Committee 

also emphasized the need for these groups to remain independent from AID 

and called On the Agency to reduce bureaucratic burdens placed on cooperatives . 

It had also been reported to the Committee that AID was cnnsidering t~e 

termination of support for cooperatives in "middle income" countries, 

even those in which large sectors of poor people continued to exist. 

The Committee expressed its support for continued assistance to some of 

these nstions, particularly where it affected the urban poor. !II 

For each of the five functional bilateral development assistance 

accounts, the Foreign Relations Committee authorized funding levels 

substantially below those proposed by the Administration and recommended 

by the House. This not only reflected the Committee's recognition of 

attempts to trim the Federal budget, but also its desire to channel more 

8~1 U.S. Congress . House. Committee on Foreign Affairs. International 
Development Cooperation Act of 1979; Report to accompany M.R. 3324. 
Washington. U.S. Govt. Print. Off., 1979. (96th Congress, 1st session. 
House. Report no . 96-79) pp. 11-12. 

871 U.S. Congress. Senate. Committee on Foreign Relations. The Inter­
national ~evelopment Assistance Act of 1979; Report to accompany S. 588. 
Washington. U.S. ~ovt. Print. Off., 1979. (96th Congress, 1st session. 
Senate. Report no. 96-137) pp. 7- 9. 
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aid through multilateral agencies. 88/ The Committee. however. emphasized 

that these cuts in the bilateral program should come out of aid to 

middle income nations since these countries had better opportunities to 

seek support from the multilateral development banks. It was the Committee's 

intent that these reductions should not reduce assistance to the 

poorest nations. 

2. functional Budget Categories 

a. Agriculture. Rural Development, and Nutrition 

H.R. 3324 authorized $659 million for this category. New language 

was added which concerned the increasing p~oblems brought on by 

deforestation in developing countries. Programs authorized included 

community woodlots. agroforestry, reforestation. protection of watershed 

forests. and improved forest management. Developing countries were 

encouraged to increase their national food security. Although Congress 

did not specifically earmark how the money was to be spent, it was the 

intent thst it be contributed to national. regional, and international 

food corps program. 

The House Foreign Affairs Committee also noted the upcoming FAD 

Conference on Agrarian Reform and Rural Development and encouraged 

active U.S. participation. The Committee considered the stated goals 

of the conference to be comparable to those of the "New Directions" 

policy. 89/ 

88/ Ibid., p. 

89/ House Foreign Affairs Committee. Report No. 96-79. p. 14. 
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b. Population Plannins and health 

$2u1 million was authorized for population programs while $141 million 

was specified for health activites. The House Committee added a reference 

to community-based development progrsms which recognized individuals working 

to limit the size of their families. This language was added to the list of 

appropriate activities for increasing motivation for family plannins among 

developing nations. 

c. Education and Human Resources Development 

This section was $lU5 million for FY 1980. The only policy change 

resulted from an amendment sponsored by Senator Percy which was intended to 

clarify AID's authority and responsibility to provide advanced education and 

training in disciplines required for planning and implementing development 

programs. 

d. Technical Assistance, Energy, Research, Reconatruction, and Selected 
Uevelopment Problems 

The bill authorized $125 million for these activities. Perhaps the 

most attention to "New Uirectiona" policy in 1979 was focused on the energy 

programs under this section. Congress sought to reinforce the policy 

guidelines on energy activities and to encourage AID to increase work 

in projects for conventional energy technologies and resources in the 

developing nations. The intent was to complement, not diminish, other 

programs concerning renewable and unconventional energy technologies which 

were specified in section 119 of the Foreign Assistance Act of 1961. New 

language also authorized the President to assist nations (particularly 

non-OPEC members) in developing indigenous energy resources to produce 
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energy needed to sustsin their economies. This would include help in geological 

and geophys~cal survey work necessary to locate and explore for oil, natural 

gas and coal. 

The Foreign Affairs Committee also gave high marks to the early operations 

of Appropriate Technology International (ATI), a program initiated by the House 

Committee. Concern, however, was expressed that AID might not fund AT! at 

previously agreed-upon levels and that AT! was being unecessarily bogged down 

in burdensome contracting procedures promulgated by AlD. The Committee hoped 

that ATI would eventually receive a $10 million annual budget as suggested by 

the Agency. 901 

2. Other Pertinent Provisions 

a. Ths Foreign Affairs Committee noted its continued support for the integra­

tion of wOlDen in the development process. Although n,o policy changes were 

suggested, the Committee recommended that the annual report submitted to Congress 

by the Chairman of the Development Coordination Committee include a discussion 

on AlD efforts to implement women in development objectives. The Committee also 

expressed its expectation thst continued progress in this area would be 

supported by the Agency. 211 

b. A new section was added (section 126) which declared that a close relationship 

existed between development assistance and illicit narcotics production in LDCa, 

and that in most cases it was the pooreat population that was engeged in 

illegal activity. It was argued that in order to 8ucceslifully prevent narcotics 

production in developing countries, alternative economic opportunities must be 

W Ibid. p. 17. 

~ Ibid. p. 12. 
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promoted. Therefore, AID was directed to support broader development programs 

in these nations. Programs would include crop substitution alternatives and 

constructive educational and social programs for poor farmers engaged in illegal 

drug cultivation. W 

c . The Senate, on the recommendation of Senator Hc~overn, sdopted a change 

to Title XII, famine Prevention and freedom from Hunger. In order to reaffirm 

the intent that programs under Title XlI specifically emphasize the food and 

agricultural needs of the LDCs, f1ve areas of activ1ties were added to the 

legislation. The amendment was slso meant to stress the need for resesrch 

to be "conducted in the developing countries themselves" and should be "adopted 

to local circumatances." 21V 
d. The ¥oreign Relations Committee also focused attention on development 

activities in the South Pacific finding that an emphasis should be placed 

on programs concerning population control, appropriate technology in agri­

culture snd aquaculture, and appropriate technology training. 94/ 

3.~ 

a. Title II waa amended to encourage local participation in the distribution 

of commodities in order to promote the effective use of this title. This was 

also intended to nurture the principle of self-reliance in conducting food 

assistance projects. 

Title II was also changed by broadening the authority for sales of title 

II commodities for local currencies, an activity which was prohibited except 

under specific conditions. This Senate-initiated chaoge permitted foreign 

92/ Ibid. p. 19. 

21V Senate Foreign Relations Committee. Report No. 96-137. p. 32. 

94/ Ibid. p. 9. 
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currency sales of title II commodities if the currencies were used for 

"alleviating the causes of the need for the Assistance in accordance with the 

purposes and policies specified in section 103 of the Foreign Assistance Act of 

1961 . " 

b. Additional lanaguage was added in order to prevent PL 480-suppl1ed 

commodities from interfering with production or marketing in recipient 

countries. This was added to an existing stipulation that PL 480 

commodities not act as a disincentive to domestic production in recipient 

nations. 

c. A new section was added requiring, to the greatest extent possible. that 

PL 480 commodities which were supplied for development purposes be made 

available on a multiyear basis when necessary. 

FY 1980 AUthorizations in H.i. 3324 for "New Directions" Programs 
(in million of dollars) 

~ ~ Conference 

Food and Nutrition 713.1 583.6 659 

Population Planning 216.3 193.6 201 

Health 15u.3 128.7 141 

Education and Human 132.0 87.6 105 
Resources Develp. 

Technical Assistance, 136.1 119.7 125 
etc . 

Total 1,347.8 1,113.2 1,231 
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~. FI~CAL YEAR 1980 FOR£I~N ASSISTANCE APPRUPRIATIONS 

Congres8 did not enact a Foreign Assistance and Related Programs Appropria-

tion Act for fY 1980. The activities normally funded by this bill operated 

the entire year under the authority of a continuing resolution. Por the eaat 

part, the foreign aid program was funded at levals providad in fiscal year 

1979. The total amount appropriated for foraign assistance under the contin-

uing resolution (H.J. Res. 440) for FY 1980 was $7.6 billion. 

1. FY 1980 APpropriations in ~.J. Res. 440 for "New Directions" Prosrame 
(in aillion of dollsrs) 

!!2!!!!.* ~* Continuinll 
Resolution 

Agricultura, Rural 6S9.U 619.9 605 
Development, and 
Nutrition 

Population Planning 195.5 183.6 185 

Health 140.6 134.9 130 

Education and HWIIIlII lU5.0 101.0 97 
Resource Develop. 

Techoical assistanca, 118.0 105.2 115 
etc. 

Total 1,218.7 r:w;:6 r:m 

*Represants funds containad in ~.R. 4473, the unadopted FY 1980 Foreign 
Assistance and Related Programs Appropriation Act. 
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~ummary Outline of the Evolution of "New Directions" Policies 
(by year, 1973-1978) 

1973 Legislation 

I. General Policy 

A. Primary emphasis to be plsced on meeting the basic needs of 
rural poor majority in the development countries 

b. Increase Coordination 

1. With the private sector through: 

a. Educational institutions, cooperatives, credit unions, 
private voluntary organizations 

2. Among all U.S. development-related activities 

a. The vehicle: Development Coordination Committee 

3. With recipient countries 

II. Program focus to be on Specific Functional Categories 

~. Food and Nutrition 

1. Goal to rapidly increase food production of small farmers 

2. Focus 00 distribution and nutrition of foods 

3. Emphasize agricultural plsnning and rural development 
including: 

a. Local institutions (cooperatives, banks, market 
towns) 

b. Local infrastructure (feeder roads, storage facilities, 
small-scale agricultural-related industries, water 
supplies) 

4 . Emphasize research to: 

a. Increase food productivity of small farmer 

b. Create new, low cost foods 

c. Increase nutritive content in traditional cereals and 
starchy foods. Improve diets of young children and 
pregnant women. 
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B. Population Planning and Health 

1. Build effective systems for the delivery of family planning 
and health services for the poor 

a. Implement an integrated approach (i.e., combine 
population programs with programs to incraase food, 
employment, education, heslth) 

2. Emphasize paramedical personnel 

3. Emphasize construction of simple, yet utilitarian rural 
health centers 

4. Contribute to international, multilateral programs 

>. Stresa research on: 

a. Fertility 

b. Disease cnntrol 

6. Training and program evaluation 

c. Education and Human Resources Development 

1. Emphasize low cost, non-traditional systems of education 

2. Focus on decreasing illiteracy 

3. lntegrste women into national economies 

4. Focus on imprOving administrative capacities of recipient 
governments 

5. Support higher education only on a selective bssis 

U. Selected Development Problems 

1. Focus on small-scale urban infrastructure and industrial 
projects such ss: 

a. Transportation, power, housing, muniCipal services, 
land use controls 
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E. Selected Countries and Organizations 

1. Provide loans to alleviate foreign exchange problems in 
select DUmber of countries. 

a. India, Pakistan, lndoneaia, ~hana, Sudan 

2. Support private development organizations; development 
of capital at the grass roots level 

a. International Executive Service Corp, Asis 
Foundation , cooperatives, credit unions, PV08 

3. Support international organizations 

a. Organization of American Statea, Central Treaty 
Organization 

Kajor Changes, Additions, Revisions after 1973 

1974 Legislation 

1. General Policy 

A. Increase participation of poor in the development proces8 

B. Increase role of the private sector 

1. Put an end to all transfers of resources that can be 
handled by the private sector 

C. Distribute regional development ass1stance GOre equit3bly 

1. Focus more on Africa 

11. Functional Categories 

A. Food and Nutr1tion 

1. To receive primary consideration among functional categories 

2. Emphasize countries w1th per capita income of less than 
$300 which were severely affected by commodity pr1ce 
increases. 

3. Emphaaize agricultural crad1t programs 
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a. To enable local inscicucions co make loans for: 
wells, pumps, farm machinery, improved seed, fer­
cilizer, pesticides, vocational craining, looms, 
schoolhouses, sanication facilities, community 
centers, food iodustry development, handicraft aids 

B. Population Planning and Realth 

1. Use existing patterns of manpower 

a. Traditional midwives , village volunteers, religious 
leaders 

2. Promote an educational process aimed at the family level 

1975 Legislation 

1. General Policy 

A. Focus on intermediate technology 

1. Emphasize technology appropriate to labor-abundant, capital­
scarce environment 

a. Animal-drawn plows and 5eeders, roto-tillers, simple 
grain storage bins, smell-scale irrigation works, 
hand-operated irrigation pumps, manually-operated corn 
snd peanut shellers, intermediate road construction 
equipment (e.g., ox-carts) 

2. Identify, design, and adapt from existing designs of inter­
mediate technology 

3. Field test 

4. Study proposals for an intermediate technology institute 

5. · Establish information center for collection and 
dissemination of information on intermediate technology 

6. Coordinate with recipienc councry on such matters; encourage 
efforcs of recipient country to implement intermediace 
cechnol081 
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b. Focus on research 

1. Increase role of u.s. land-grant colleges 

a. In agricultural research to expand world food 
production 

i. Orient to need. of small farmer 

i1. Field test 

iii. Provide extension services 

11. Public Law 480 Policy 

A. Emphasi~e countries most seriously affected by food shortages 

1. Provision of food aid to be contingent on country's efforts 
to increase agricultural production via labor-intenaive. 
small-farm. self-help measures 

B. Focus on participation of poor. Programs should: 

1. Increase employment of poor 

2. Increase access of poor to local inatitutions 

3. Emphaa~e rural sector in ~evelopment strategies 

c. Human rights prOVision 

1. Withhold development assistance in any country suppressing 
human rights unless: 

s. There is proof that such assistance is benefiting 
the poor 

b. Neither House of Congress disapproves 

Ill. Functional Categories 

A. Food and Nutrition programs should: 

1. Organ~e a system of financial institutions which provide 
both savings and credit services to the poor 

2. Improve marketing facilities 

3. Establish more equitable and more secure land tenure 
arrangements 
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~ . Population Planning and Health programs should: 

1. Focus on preventive health programs 

2. Focus on motivational programs 

3. Create incentives to population planning 

C. Education and Human Resources Development programs should: 

1. Improve productive skills of rural families 

2. Strengthen management capabilitiy of those institutions 
which enable poor to participate in the development process 

U. Technical Assistance, Energy, Research, Reconstruction, and 
Selected Development Problems programs should: 

1. Emphasize technical assistance through private voluntary 
organizationa and regional and international development 
organizations 

2. Emphasize increaaing production and conservation of energy 

3. Disaster reconstruction 

4. Asaist urban poor in slum areas of large cities 

5. Program lending and major infrastructure projects should 
not to be emphasized 

1976 Legislation 

I. General Policy 

A. Reemphasize Focus placed on Private Voluntary Organizations 

1. Ensure independence of private organizations is maintained 

2. Establish central office for management of private 
voluntary organizations 

1977 Legislation 

I. Functional Categories 

a. Food and Nutrition 

1 . Increase assistance intended to decrease harvest losses 
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B. Education and Human Reaources Development 

1. Increase primary school access 

C. Technical Assistance, Energy, Research, Reconstruction, and 
Selected Development Problems 

1. Encourage nonnucleer sources of energy 

1978 Legislation 

I. General Policy 

A. Designate primary responsibility for the development process 
to the recipient country 

b. ~ive priority to development programs initiated in the 
developing country 

C. Give priority to development programs in cnuntries which will 
make the DOat use of such assistance' to help satisfy the basic 
needa of the poor 

U. Carry out, to the maximum extent possible, U.S. development 
efforts through the privste sector and private voluntary 
nrganizatioDS 

E. Emphasize communications technology 

1979 Legislation 

I. General Policy 

A. Reemphasize use of private voluntary organizations and cooperatives 
by AID 

B. Develop alternative economic opportunities for poor farmers who are 
engaged in illicit narcotics production 

c. Stresa intent that Title XlI, Famine Prevention and Freedom from Hunger, 
emphasize the food and agricultural needs of the developing countries 

II. Functional Categories 

A. Food and Nutrition 

1. Emphasize deforestration problema of LUCs 

2. Support active U.S. participation in FAO Conference on Agrarian 
Reform and Rural Development 
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B. Population Planning and Health 

1. Promote community-baaed development programs which recognize indi ­
viduals working to limit the size of their families 

C. Education and Human Resrouces Development 

1. Provide advanced education and training in disciplines required 
for plsnning and implementing development programs 

O. Technical Assistance, Energy, Research, Reconstructioo, and Selected 
Development Problems 

1. Increase work in conventional energy technologies and resourcea in 
developing countries 

2. Assiat in developing indigenous energy resources 

3. Kaintain funding for Appropriate Technology International 

Ill. PL 480 

A. Encourage local participation in the diatribution of title 11 
co_ditiea 

B. Broaden the authority for local foreign currency salea of title II 
cOllllDOdities 

C. Emphasize non-interference of PL 48U cOllllDOdities with production 
or marketing in recipient countrias 

D. Make PL 480 commodities availsble on a multiyear basis when they 
are supplied for development purposes 
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Ill. A. AID WASHINGTON POLICY CHANGES 1973-1980* 

1. INTRODUCTION 

Examined from any perspective, it appears that AID officials in 

Washington have been engaged in serious and continuing efforts to reorient 

the Agency since the passage of the New Directions mandate by Congress in 

late 1973. In the specific area of policy formulation, considerable time 

and attention have been given to the preparation of various policy guidelines, 

and there appears to be a genuine effort by AID officials in Washington to 

ensure that New Directions policy is taken seriously. 

In spite of this concern with policy formulation, the resulting documents 

do not always present a precise picture. One explanation for this lack of 

clarity is the wide variety of documents, emanating from different aources 

within the Agency and serving differing purposes, which all contain policy 

statements. Major policy pronouncements tend to be published as "Policy 

Papers," but a variety of other aources of policy, including "Policy State-

ments" and "Policy Determinations," also exist. Policy may also be contained 

in the annual Congressional Presentation, the AID Administrator's Annual 

Policy Statement to the President, speeches by the Administrator, official 

testimony by AID officials before Congress, airgrams providing guidance 

to the missions, and certain ad hoc papers and reports. Brief summaries of 

most policies are contained in AID's "Handbook I," but appear more as a list 

*This section is based upon interviews with AID officials and an examination 
of the pertinent AID policy documents. A brief index of these documents appears 
on pages 57 and 58. 

87-392 0 - 82 - 15 
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of somewhat disconnected policies rather than providing an overa ll policy 

statement. Moreover, even the fuller statements pr esented in the original 

policy documents themselves often present statements i n quite general terms 

rather than providing precise criteria and guidelines . !I 

Difficulty in establishing precise policy guidelines is not unique to AID , 

but in the case of AID it appears to reflect an unusual constellation of 

problems inherent in the nature of development which have influenced the agency's 

effort to formulate policy and implement the New Directions mandate. Among the 

most important of these are: (l) the imprecise nature of the Congressional 

mandate, (2) the nature of the development process, and (3) the structure of the 

agency itself. 

2. MAJOR FACTORS INFLUENCING A.I.D. POLICY FORMULATION 

a. The Congressional Mandate 

The 1973 congressional legislation marked in fact as well as rhetoric 

a "new direction" for United States development assistance. While maintaining 

its commitment to promoting economic growth, the Congress was now on record 

as mandating a new approach to growth, in which the focus would be the poor, 

particularly in rural areas . The legislation gave a number of directives 

11 For a brief, informal description of these various sources of policy, 
see Sii"san Super, "What is Official AID Policy and Who Makes It?" Front Lines, 
Vol. 17, No.6, Harch IS, 1979. 
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regarding the role that AID was to play in implementing this approach, 

but perhaps the most clear-cut was that AID should now become more 

"specialized", focusing on those functional sectors which were seen 

to "affect the lives of the majority of the people in the developing 

countries": food production, rural development, and nutrit i on; popula-

tion planning and health; and education and human resource development. 

Horeover, AID was to give the "highest priority" to the type of project which 

"diractly improves the lives of the poorest of their people and their 

capacity to participate in the development of their countries." ~ 

This clearly represented a major change in United States development 

philosophy, but the specifics of the approach as provided in the legislation 

were not particularly precise. In part, this can be explained by the rather 

cryptic and abbreviated form of the 1973 legislation, but it also 

appeared to represent a more fundamental issue: The very newness of the 

New Directions philosophy meant that its intellectual base had not yet 

been completely constructed. 11 Research and theory were somewhat fragmentary 

and contradictory, and few actual cases of a redistribution with growth 

strategy existed. Moreover, although strategies similar to that of New 

Directions were beginning to catch the interest of the World Bank, Canada, 

and a number of European nations, no donor except Sweden had had any 

significant experience , with such an approach by 1973. 

1/ Foreign Assistance Act, as amended, 1973, Section lD2(b). 

3/ Much of the theoretical justification is to be found in Owens, Edgar. 
Development Reconsidered. Lexington, Mass. Lexington Books, 1972. 
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In many vays, the New DirectioDS mandate was a pioneering effort, 

with little experience or theory to serve as guideposts. Not surprisingly, 

this meant that a number of issues remained unan8Wered in the legislation, 

or at least open to interpretation. Some of the most important of these 

issues Which have continued as sources of discussion within A.I.~. itself 

have been the following: 

First, the legislation clearly implied that AI~ would no longer be 

a "general purpose" agency, covering projects in all sectors, but would 

become more "specialized," focusing in particular upon the three functional 

categories listed in the legislation. What was les. clear, however, was 

the role of AID 10 the development proceas itself. Was it to remain in 

its traditional role as s mechanism to traDSfer resources, or vould it 

shift to e more "experimental" focus in which it sttempted to concentrate 

on a fey innovative, pioneering projects wbicb could be replicated by the 

recipient countries tbemselves? 

Secondly, bow should key concepts, such as "tbe poor," "perticipation," 

and "rural development" be defined? Thi. was sn essential question, since in 

many ways tbis would help resolve a tbird issue, which was how narrowly AID 

sbould interpret tbe new mandate. For example, when the legislation auggested 

that priority be given to projects which "directly improve tbe lives of the 

poorest," did this necessarily exclude all infrastructure projects, including 

those 10 which tbe poor might be important indirect beneficiaries? Moreover, 

since limited AID resources made it impossible to provide assistance to all 

"poor" groupa 10 developing nations, which groups should be the main target 

of ~ efforts? 



b. The Na~ure of ~evelopmen~ 

(1) Unique clien~s: The Qifficul~ies AID has experienced in dealing 

wi~h ~he ambiguities in the Congressional mandate reflect in part t~e 

complexities inherent in the development process, as well as the nature 

of the task that the agency is expected to perform. AlD faces the task 

of dealing with over sixty countries, each with its own particular mix of 

needs and capabilities. ~iven a situation in which every recipient 

represents a "special case," strategies effective for one may be less so 

for another. To avoid the problem of making mechanistic responses to unique 

circumstances, many aIu officials contend that overall policies can contain 

only the most general guidelines. The need for flexibility is also reinforced 

by the fact that these sixty-plus "special cases" are also sovereign states. 

The implications of this are recognized by the legislation itself, which 

attempts to ensure that AID has a low profile in the host countries. While 

aID should work towards projects that benefit the poor, the legislation 

also states that 

Development planning must be the responsibility of each 
sovereign country. United States assistance should be 
administered in a collaborative style to support the de­
velopment goals chosen by each country receiviog assistance. if 

A.I.D. officials argue that the need for a "collaborative seyle" and the 

uniqueness of each recipient require a tailored response, rather than rigid 

policy or a cook book approach. Moreover, it is stressed that, due to its 

it Foreign Assistance Act, Section I02(b). 



relatively small budget, AID plays an increasingly marginal role in the 

~ffairs of many of these countries, making it impractical to attempt to 

influence recipient country policies even if that were desired. As a 

result, these officials suggest that overall policy can provide only 

the most general guidelines consistent witb the New Directions strategy, 

leaving the specifics to be worked out on a case-by-case basis. 

(2) ~ontrasting development perspectives Tbe difficulties in 

erasing tbe ambiguities from general policy guidelines are only partly 

explained by the existence of many unique cases. Equally important is 

the fact that within the field of development, a number of contrasting 

perspectives exist. Many of theae perspectives surface within AlU 

itself, leading to sometimes spirited debates on a wide variety of 

issues ~anging, for example, from debates on tradeoffs be~een qUAntity 

and quality in potable water projects to the best approaches for stimulating 

agricultural credit. 

The broadest and most important running debate withn the Agency appears 

to be concerned with the nature of international development itself. Most 

important in terma of AID policy formulation are two contrasting Views, 

characterized within AID aa the "sectoral" and the "participatory" development 

strategies. 11 Proponents of each strategy see it as compatible with the 

New Directions mandate, as each haa as its primary goal a growth strategy 

5/ For a description of these approachea, see Agency for International 
Development. Organization and Structure of AlU: Task Force Report for the 
Administrator Agency for International Development, October 1977. ~ppendix A. 
Also known as the Babb Committee report after its principal author. 
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that emphasizes the sustained improvement of the living conditions of the 

poor . 2/ However, the sectoral strategy ut il izes a more "econolllic" approach, 

emphasizing increases in production and productivity, and focusing on selected 

sectors. The participatory strategy, on the other hand, employs a 1II0re 

multi-disciplinary approach, combining economics, politics and socio-cultural 

analysis to help to bring about institutional and structural changes that 

increase the ability of the poor to manage their oYn lives. In describing 

the debate betyeen these two viewpoints, it yould be highly misleading to 

suggest that the agency is "polarized" by these discussions, since lIIany 

in the agency do hold intermediate views. However, because of these two 

viewpoints, important debates continue within a New Directions framework 

regarding many of the basic definitional and procedural issues left ambigious 

in the legislation. These include questions which have important implications 

for the formulation of general policy guidelines, such as the appropriate 

targets yithin the poor population, the types of projects that would be 

most effective, and the sectors that should be emphasized. 

Proponents of the sectoral strategy tend to see the production of an 

adequate supply of food as the most illlportant development goal. With this 

perspective, they support a focus on the slIIaller farmer, largely on the grounds 

of economic efficiency, arguing that these are potentially more productive 

than farmers yith extensive holdings. Since this strategy assumes that 

production increases occur largely through increased commercialization 

6/ In addition, a fey in AID still question the value of New Directions 
and lavor some version of a " trickie- doyo" app r oach, but at least in the 
Carter admin i stration they tend to be excluded from the lIIajor policy debates. 
For an example of their approach, see Wharton, Clifton. Old Mother Hubbard's 
Cupboard: Issues of Productivity ve r sus Equity in the Third World. Wilson 
AYard Lecture. University of Rochester. Rochester, New York. April 18, 1978. 
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of agriculture, there is an emphasis on new infrast r ucture inc ludi ng rural 

roads and possibly rural electrification, as well as i mproved technology . 

The major role for AID in the sectoral strategy is to work with governments 

at the national level to develop rural infrastructure, as well as to 

provide technology through agricultural research, agricul t ural co l leges , 

and agricultural extent ion work. 

Its proponents concede that in such a strategy it is the relatively 

better off small farmers that initially benefit, since they tend to be the 

most efficient, the most enterprising, and the most strategically placed 

to take advantage of the new technologies and infrastructure. This focus 

on the relatively well-off small farmer is defended on two grounds. First, 

important indirect benefits are assumed to accrue to the relatively poorer 

farmers ,and other rural dwellers through emulation of the relatively well-

off small farmers, employment on their farms, and the enjoyment of lower 

food prices. Second, a focus on the relatively poorer farmers with little 

or no resources would lead, it is argued, to nothing more that modified 

subsistence agriculture, in which adapted versions of traditional technologies 

would prove to be of very doubtful benefit for improving production. Moreover, 

since their productivity increases would be low, any attempt to increase their 

incomes directly would do little more than add inflationary pressures. 

Proponents of the participatory strategy, on the other hand, argue 

that increased production is inadequate without basic structural and 

institutional change. They are especially critical of the fact that 

under the sectoral approach the initial beneficiaries are the relatively 

well-off small farmers. Supporters of the participatory strategy see the 
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sectoral approach as subject to the same criticism as the -trickle-down­

a~ategy, except that the new favored groups, the relatively well-off 

farmers, are somewhat further down on the socio- economic scale. It is 

claimed that the focus on the relatively well-off small farmer clouds 

the issue of whether this is really a strategy that ensures a focus 

on the poor, since the definition of -small farmer- can become so elastic 

as to include virtually any rural cultivator in Africa or Asia, excluding 

only the large hacienda style estates in Latin America and a few other 

countries such as Ethiopia. 

In the participatory development strategy, the question of distribution 

of benefits among all of the poor is faced more directly than in the sectoral 

strategy. Instead of focusing upon modern technology and infrastructure, 

the emphasis is placed upon distributional questions, such as the access 

of the poor to productive assets (such as land), as wall as increased 

emphasis on employment expansion and human resource development. Under the 

participatory strategy, the appropriate role for AID is to enhance the 

power of the poor, through the encouragement or creation of responsive local 

institutions that would enable the poor to participate meaningfully both in 

development decision-msking and benefits. Ouly under such an -empowerment­

approach, it is argued, can the poorest individuals, including the landlesa, 

hope to benefit from the development process. 
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c. The Influence of AID Structure on Policy-Making 

A third characteristic which leads to a general diffuseness of AID 

policy is the structure of the Agency itself. Partly because AID deals 

with over sixty countries, and has a large field organization, tensions 

exist between the need for central policies and the realities of the 

differing countries and regions. Such differences are also reinforced 

by the relative strength of the regional bureaus in Washington, which 

can, to a certain extent, determine their own policies . Due to differing 

regional needs as well as the personalities involved, each region has 

its own perspective. The Latin American Bureau, for example, has been 

most supportive of the New Directions mandate in general, although 

it has at times resisted the emphasis on low percapita income nations 

which has had the effect of moving funds from its region. Similarly, the 

leadership of the Asia Bureau has in recent years been extremely supportive 

of New Directions. It is harder to generalize about the Near East Bureau, 

but in general it appears that it has been less interested, due perhaps 

. to the fact that much of the Economic Support Fund money not tied by the New 

Directions mandate is administered by this bureau. Most resistant to New 

Directions has, it appears, been the Africa bureau, which has argued that given 

the poverty of the region and the lack of any development, increased attention 

needs to be paid to large-scale infrastructure projects, particularly in the 

areas of transportation and vater. L/ 

7/ Memorandum to Douglas Bennet from Joseph Wheeler, Strategy Related to 
Food Policy in East Afric~. August 19, 1980. Also Part III E of this study. 
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In addition to the regional bureaus, technical sector-specific 

groups within the Oevelopment Support Bureau have also been important, 

particularly in the drafting of sector policy papers in such areas as 

agriculture and health. ~iven the existence of many centers of influence, 

some have tended to describe alU as a -neo-feudal- organization of 

mutually interdependent offices. While such a characterization could 

appropriately describe most complex organizations, the concept 

does appear to have some merit, and in fact, it has been argueo 

by one observer that given the nature of development, and in particular 

the tension between the field and the center, such an organization is 

inevitable. fl.1 

~iven the debates and the existence of various centers of power within 

the organization, policy formulation largely becomes a consensual process. 

The Dureau for Program and Policy Coordination (PPC), for example, appears 

to be in fact what its name implies, a coordinator rather than a director 

of policy. Faced with contrasting views of development, as well as the 

differing perspectives of the various bureaus, PPC attempts to establish 

a consensus, either through a synthesis or a compromising of the various 

points of view. This process has had important implications for the 

evolution of &10 policy, which can be seen not only as the result of 

successive efforts to come to grips with the ambiguities in the New 

81 See Siffin, William. Public Technical Assistance--The Effects of 
the Inner Enviroment Upon the Process, PATISAtI. Indiana University, 1979. 
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Directions mandate. but also as a continuing attempt to establish a 

consensus among the differing points of view within the Agency itself . 

As the fOllowing section illustrates, this has led to a policy which. 

although clearly within the New Directions philosophy, is characterized 

by a certain vagueness and gradual evolution rather than any radical 

shifts. 

3. THE EVOLUTION OF THE BASIC NEEDS APPROACH 

a. Initial Efforts (1972-1974) 

Although the conventional wisdom has suggested that tbe evolution of 

AID's "Basic Needs" approach to development began as a response to the 

New Directions mandate approved in December, 1973, the reality is somewhat 

more complex. In fact, AID had already begun its own extensive review 

of its program almoat two years previously, during FY 1972. On January 

24, 1972. Administrator John Hannah announced a series of major reforms 

which appear remarkably similar to thoae of the subsequent Congressional 

mandate: an increased concern with a more equitable distribution of 

development benefits, and an increased concentration of AID resources 

on agriculture and food production, with an emphasis on human nutrition, 

population control. health care, and low-cost education.!1 In October, 

1972, a major "Policy Determination" and "Policy Background Paper" were 

21 AID Congressional Presentation. Fiscal Year 1973. p. Al 
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approved, which spelled out a new AID policy for encouraging employ-

ment generation and income distribution questions in discussions with 

developing nations. As noted in Part IA of this study, other traces of 

New Directions style policy can be found in the legislation as early as the 

latter 1960s. The 1972 documents, which still serve as basic policy in the 

Agency can probably be considered as the beginnings of the present "Basic 

Human Needs" strategy.!Q/ This is not intended to minimize the crucial role 

of the Congressional mandate in 1973, which added decisive authority and 

helped to flesh out this general commitment. Host important, this sign of 

Congressional support helped tip the balance toward those in AID who favored 

the New Directions approach, and away from the Secretary of State and others 

in the administration who Were less interested in such a philosophy. 

AID's initial response after Congress had approved the 1973 legislation 

was not particularly far reaching. During 1974, the major AID reaction was 

a shift in accounting practice rather than development philosophy. This shift 

was marked by a revision in AID's budget presentation from one which had been 

broken down into capital and technical assistance to a budget divided by func-

tional accounts reflecting the outlines of the new legislation. (see table 1) 

10/ See Policy Determination 148: Employment and Income Distribution 
Objectives for AID Programs and Policies. October 2, 1972. And, Employ­
ment and Income Distribution Objectives for AID Programs and Polices: 
Policy Background Paper. Agency for International Development. October 1972. 
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Table 1. Budget Categories Used by AID, FY 1973 snd 1975 

FY 1973 
Development" Assistance 

Development Loans ••••••••• 
Technical Assistance •••••• 
Alliance for Progress: 

Development loans •••••• 
Technical Assistance ••• 

Population Programs ••••••• 
Int'lOrganization 

Grants: 
U.N. and Other •••••••• 
Indus Basin Grants •••• 
Indus Basin Loans ••••• 

South Asia Relief ••••••••• 
Am Sc:hs and Hosp Abroad ••• 
International Narcotics 

Control ••••• 
Contingency Fund •••••••••• 

565,350 
179,468 

295,200 
91,478 

125,000 

124,835 
18,000 
25,000 

100,000 
15,575 

42,500 
30,300 
58,800 Asian Expenses, AID ••••••• 

Prototype Desalting Plant -:-="~.,.,. 
Total 1,671,766 
Security Assistance 

Supporting Assistance 
Admin. Expenses, State 

TOTAL, AID 

874,500 
4,918 

2,551,194 

FY 1975 
Development Assistance 

Functional Development Assistance: 
Food and Nutrition ••••••••• 675,034 
Pop., Planning and Health •• 225,768 
Educ. and Ruman Resources •• 109,474 
Selected Devel. Problems... 62,650 
Sel. Countries and Orgs.... 57,089 

Total, Func. Devel..... 1,130,015 
(Total, grants incl.).. (350,885) 
(Total, loans incl.)... (677,130) 
(Operating Expenses)... (102,000) 

Int'l Orgs and Programs: 
UNDP and Others •••••••••• 
UN Environment Fund •••••• 
Indus Basin, Loans ••••••• 
Indus Basin, Grants •••••• 

Total, International 
Orgs and Programs ••••• 

Am Sc:hs and Hosp Abroad 
Contingency Fund ••••••• 
Administrative, AID •••• 
Administrative, State •• 

TOTAL, Devel. Assist. 

Ind~china Postwar 
Recouatruction ••••••••• 

Security Assistance •• 
Middle East Peace •• 
Other Programs ••••• 

Middle East Special 
Memo: Midle East 
Peace Programs 
Included Above ••••••• 

TOTAL, AID 

153,900 
10,000 

200 
14,500 

178,600 

10,000 
30,000 
47,000 

5,900 

1,401,615 

943,300 
397,500 

(377,500) 
(20,000) 

(477 ,500) 

2,842 , 415 

Source: Congressional Presentations, FY 1973 and 1975. 
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The shift to functional accounting was not unimportant and the categories 

created in 1974 remain basically unchanged in AID's current budget presenta-

tions. But by themselves. the changes in accounting practice did not necessari-

ly suggest that AID was not committed to restructuring its entire program. 00 

the contrary. the Agency drew upon the congressional instruction to use a 

"collaborative style" to point out the difficulties involved in such a change. 

observing that " ••. although AID can revise its own policies fairly rapidly. 

it can only provide assistance upon request." .!.!.I 

This rather mechanical and somewhat guarded approach to the New Directions 

mandate can be explained by a number of factors. The 1973 legiSlation itself 

was rather brief. covering only a few pages. Most of the new legislation was, 

in fact. focused on the new functional categories of assistance, while the larger 

intent and philosophy of the program was largely confined to brief testimony 

in the hearings. AID caution can also be explained by the lack of certainly 

among some AID agency officials that this new approach would be long-lasting. 

given the seeming mercurial quality of some previous congressional aid policy 

changes and the apparently delicate coalition of interests and motives which 

had produced the New Directions mandate • . 
The AID response was a180 conditioned by the inexperience of a recently 

arrived Administrator. Daniel Parker , and Deputy Administrator. John Murphy. 

who had not been involved with AID during its previous efforts at internal 

l!! Congressional Presentation, FY 1975. p. 12. 
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evaluation which had led to the papers on employment generation and 

income distribution. Although the new AID leade rship was formally and 

apparently sincerely committed to the idea of the New Directions mandate, 

their prior experience and expertise was confined largely to the field of 

management rather than development policy. According to some, this made it 

difficult for them to appreciate some important policy impl~cation. For 

example, their initial efforts at bringing about a rigorous management 

reorientation focused largely on the technical problem of integrating 

technical and capital assistance in the new functional categories. Little 

attention was paid to the implications of this reorganization for the broader 

i ssues involved in the New Directions mandate, and only later, due to the 

persistence of senior agency officials, were some connections between 

this reorganization and the New Directions approach examined. Following 

on another track, the Deputy Administrator had formed a Task Force On 

Implementation of the New Development Strategy, which was to prepare a 

congressionally mandated report on AID responses to New Directions. However, 

the draft report of this group a l so a ppeared to reflect its inexperience. 

Its simplistic approach was severel y criticized by many in t he Agency who 

were sympathetic to the New Direc tions philosophy, and the r eport was subse-

quently shelved. !!I 

b. Conceptua lizing the New Directions Strategy (1975-1976) 

1. The 1975 Report to t he House Foreign Affairs Committee. Following 

121 See A.I.D. Senior Opera ti ons Gr oup. Task Force on Implementa tion 
of the New Devel opment Strat egy and Re sponses to the New Init i atives. Ana­
lysis of the Cong r essi ona l Mandate , Fina l Draf t Report, 1974. 
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the disappointing Task Force report, efforts at defining policy to implement 

.the Uew Directioos mandate were delegated from the Office of the Deputy 

administrator to the Bureau for Policy and Program Coordination (PPC). At 

the same time, the staff of the aouse International Relations Comg1ttee, which 

had also found the draft of the Task Force report seriously defiCient, prepared 

a long list of specific questions to serve as guidance for the review. These 

were sent in a letter to the AID Administrator. This provided the opportunity 

and the stimulus for ~D to undertake its first serious and extensive evaluation 

of its reponses to the New Directions mandate. The final report, which was 

presented to Congress in 1975, was a carefu~ly drafted and thoughtful statement 

of the implications of the New Directions philosophy, as well as a description 

of the changes that had taken place inside AID to implement the approach . 11/ 

The tone of the report was somewhat measured, noting that the nature of 

development was highly complex and uncertain and that the "Congress should 

be prepared for a series of false starts, changes, and failures ••• as well 

as successes ••• " 14/ At the same time, however, it did emphasize, sa 

Administrator Parker noted in the introduction, that ~AID enthusi astically 

supports the emphasis of the new legislation and would continue to do every-

thing possible to implement it. 11/ 

13/ Agency for International Development. Implementation of "New Direc­
tionS: in Development Assistance: Report to the Committee on Interna t 10nal 
Relations on Implementation of Legislative Reforms in the Fore i gn Assistance 
Act of 1973. July 22, 1975. The questions serving as guidelines for the 
report are listed on pp. 79-86. 

14/ Ibid., p. VI. 

l2! Ibid., p. VII. 

87-392 0 - 82 - 16 
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Perhaps the most important general theme was the increasing awareness 

that nlU was now a specialized rather than a general-purpose development 

agency. Now that nlU focused its attention upon the ,lew Uirections philosophy, 

it saw its rale as being concerned only with specified portions of that 

approach. Specifically, assistance was to be concentrated in the three 

~dated sectors ~£ood and nutrition, population and health, and education 

ana human resource development); the focus was to be on the poor majority, 

including women, primarily within the rural areas; and programs were to 

emphasize the poor as active participants in the development process. ~I 

That this mandated AID rale was only part of a broader development plan, 

however, was clearly stated, for example, in the observation that because 

·we rarely fund major infrastructure projects or many other activities does 

not obviate the need for them •••• • !ZI 

out although AlU was reasonably clear in terms of its new, more 

specialized role, it also stressed that the precise specification of policy 

to carry out such a role that would be appropriate for all cases would be 

unrealistic: 

Uetermining the precise application of general development 
approaches in specific cases remains, despite all our efforts 
and those of thousands ot practitioners and scholars alike, a 
very murky, difficult, uncertain, complex and intractable bus­
iness. The rapidly changing circumstanced and conditions, the 
special characteristics of individual societies, the vagaries 
of the international economic system, and so forth, all suggest 
that modesty, especially as we confront another nation's prob­
lems, should be an important governer in our actions. 18/ 

161 Ibid., p. 3 . 

1:1./ Ibid. , p. 4. 

181 Ibid. 
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(8) Definitional Complexities. Similar conceptual, theoretical, and 

practical difficulties were also inherent in the efforts to define the key 

terms related to the new development strategy. In attempting to define the 

·poor majority," a series of "benchmarks" ]!/ were developed, although 

it was stressed that they would suffer from a lack of precision due to 

poor data , and that cut -off point s were not intended to define a clear break 

point between poverty and prosperity. Even so, it was thought that such 

estimates would constitute a "majority " in most countries, accounting for 

an estimated three-fourth of the total population in AlD-assisted countries 

and up to 90 percent of the popUlation of some of the poorest countries. 201 

But given the reality of limited funds , who within this "poor majority" 

would be the targets of assistsnce? Here the report was less precise, noting 

that the selection of target group would depend upon "its economic and social 

conditions, its capabilities and desires, and other considerations which deter-

mine the programs yielding the most impressive benefits at least cost." III 

In addition to direct benefits, i t was stressed tbat programs should also 

·yield secondary benefits to as many as possible among the poor" ~/ although 

it was also recognized that tracing out beneficiaries presented a fOrmidable 

challenge . 

l!I In general, a person was conSidered poor by falling short of anyone 
of the following: (A) per capita income below $150 per year (1969 prices); 
(b) daily diet of less than 2160 to 2670 calories (depending on the country); 
and (c) several health indicators: life expectancy at birth of below 55 years, 
infant mortality over 33 per lUOO children aged 0-1, birthrates over 25 per 
1000 population, or access to broadly defined health services for les8 than 40 
percent of the population. 

~ Ibid., p. 6. 

III Ibid. 

22/ Ibid. 
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(b) Rural development. Tha new focus on rural development also 

presented SOma important conceptual problems. The report defined ·rural· 

quite broadly, including ·all sectors of development and all people 

who live in farm villages or hamlets and those who live in urban centers 

whose economic life depends primarily on agriculture.· III Utilizing such 

an approach, it was conceded that in ·small and medium sized countries, 

rural development by this definition may well cover the entire country 

apart from the capital city and seaports and mining towns, if there are 

such ••• • It goes on to conclude that, •••• food and nutritional assistance, 

by the above definition, may cover 98 to 99 percent of the places in the 

world.· 241 Moreover, rural development was seen as focusing on 

·total rural production rather than agriculture, and the 
emphasis in production planning was on the linkages between 
agriculture, industry, and marketing (these categories include 
associated services and physical infraatructure, such as cre­
dit, information, inputs, processing, roads, irrigation, and 
so forth)" 251 

Regarding infrastructure in the contaxt of New DirectiOns, the report noted 

that ·while AID is generally nO longer providing support for major infra-

structure projects, we continue to be extremely interested in those projects 

which provide the necessary local base for small farmers to increase their 

crops.· 2&1 

231 llUd. , p. 78. 

241 Ibid. 

251 Ibid. 

~I Ibid. , p. 12. 
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Within the area of rural development, the report identified what it saw 

~s the most crucial policy question: "whether a small farmer strategy is con-

sistent with our dual objectives of increased food production snd greater 

equity for the mass of rural population." 27/ This issue was made even more 

acute by the growing food crisis in developing countries. While the report 

stressed that AID strongly supported the small farmer strategy. it noted 

that the supporting evidence for this strategy was Dot yet entirely clear. 

Developing this theme, the report stated that: 

We believe that over the long term the social benefits 
will be spread much more broadly and food production increased 
at least as much by emphasizing the small farmer; in the short 
term, however, there may be significant equity benefits to the 
poor if larger farmers have greater immediate capacity to in­
crease food production more rapidly and if lower food prices 
result. 2.8/ 

Along these lines, however, the report continued its support for the small 

farmer strategy by stating that: 

Where food production assistance can have a relatively 
short payoif--which in the best of circumstancea will seldom 
be within a single fiscal year--well and good, but the thrust 
of our development approach is in direct support of the longer 
term structural changes needed to increese the productiVity of 
the small farmer" (page 17, HFAC report 93-1471, Oct. 1974). 
The liouse report--and AID policy--stress that our "prograas 
in support of short term production increases in certain coun­
tries ••• should be kept to the minimum •••• " 29/ 

(c) Participation: The focus on the poor and the small farmer also 

raised the equaLly difficult issue of participation, including the role 

27/ Ibid., p. 9. 

28/ Ibid. 

W Ibid., p. 1u. 
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of women. In aID's view at this time, participation appeared not simply as a 

.desired goal, but as a crucial part of the strategy's potential success. As 

the report argued, "Programs most likely to succeed, and which receive 

highest priority emphasis under the Congressional mandate and AID policy, 

sre those involving the active and effective participation of the poor in all 

facets of the development process." 3U/ It was scknowledged, however, that 

the term "participation" covered a broad range of activities, from simply 

participating ss a beneficiary of development programs, through actual parti-

cipation in decision making about programs. At the same time, AID stressed 

the political difficulties involved in such a strategy: 

In discussing the participation approach, we must be 
realistic as to the rate at which other nations are willing 
and able to adopt the many difficult political and social 
choices of the basic development strategy we advocate. This 
means that a rapid phase-out of assistance to nations simply 
because they do not fully adopt this approach would be self­
defeating in the long run. A pilot project consisent with 
the new directions in such a country may initiate a dialog 
and process which could lead over time to major changes in 
strategy. 31/ 

(d) Land tenure: A similarly cautious approach waa taken to the 

important but highly sensitive issue of land tenure patterns and its 

relationship to participation of the rural poor. In essence~ the report 

stated that while land reform was a desirable goal, wholesale land reform 

was in most cases politically unlikely. The report noted that AID was 

"reviewing carefully what we might be able to do in such cases to improve 

30/ Ibid., p. 7. 

d!! Ibid., p. 15. 
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the tenure position of tenants, sharecroppers, and the rural landless as well 

a~ farmers with fragmented, marginal holdings." 32/ It continued by suggesting 

that "In certain extreme cases, we may simply have to avoid supporting other-

wise sensible agricultural programs because of failure to settle the tenure 

issue. In most cases, however, step-by-step improvements should be possible." 33/ 

In all development policy, however, the report reiterated the need to 

recognize that AlD was working with sovereign nations, which had important 

implications for the extent to which it could dictate its own policy: 

Moreover, while AID and the u.s. Government must, of course 
be responsible for our programs, it is essential that we always 
keep in mind that the decisions regarding development policies 
and practices in the LUC's lie with the sovereign governments 
of those nations. Our influence is profound in some, slight in 
others, but in all cases must be exercised in a collaborative 
style if we are to continue to be a welcome force for develop­
ment. 34/ 

To summarize, the 1975 Report to the Foreign Affairs Committee presented a 

thoughtful and reasonably detailed description of how AlD perceived its role 

within the New Directions strategy. While underscoring AlD's "complete 

commitment" 35/ to this new approach, the Report also expressed some of the 

ambiguities, conceptual difficulties, and possible tradeoffs that had to be 

faced in developing a successful strategy. Noting the vague and conflicting 

guidelines offered by development theory, and the special conditions that 

characterized each developing country, the Report attempted to create a 

EJ Ibid., p. 16. 

33/ Ibid. 

34/ Ibid., p. 4. 

~./ Ibid., p. 3. 
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geoeral framework rather than provide a precise formula for development 

~sistance. As s result, basic concepts such as the ·poor majority," 

"rural development," and "participatioo" were defined in such a way 

as to be capable of considersble interpretation. 

Even the focus 00 the "small farmer strategy" appeared to attempt 

to walk the line between the "sectoral" and "participation" development 

approaches. In emphasizing the productive poteotial of the small farmer, 

the "poorest of the poor," such as the landless, were implicitly overlooked, 

which suggests a step tovarda the sectoral approach. At the same time, 

however, the Report took great paioa to poiot out that farmers to be 

assisted sbould be part of the ·poor majority·, and that the "prime focus 

is on eohaociog the quality of life of the poor farmer." 361 10 particular, 

it suggested that the focus On these poor (if potentially efficieot) farmers 

might require oot only improved infrastructure and technology (suggested 

by the sectoral strategy) but alao important structural changes, such as 

shifts in land tenure, access to credit, improved participation, and other 

ioatitutional changes. 

2. Congressional Legislation, 1975. Subsequent to the Report, Congress 

made the New Directions mandate much more explicit in the 1975 foreign 

assistaoce legislation, largely reioforcing the general direction in which 

AID stated that it was moving. Specifically, the legislation noted that 

developmeot assistance 

lil Ibid., p. 11. 
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••• should be used nat simply for the purpose of transfer­
ring financial resources to developing countries, but to help 
countries salve development problems in accordance with a 
strategy that aims to increase substantially the participation 
of the poor. Accordingly, greatest emphasis shall be placed 
an countries and activities which effectively involve the poor 
in development, by expanding their access to the economy through 
services and institutions at the local level, increasing labor­
intensive production, spreading productive investment and ser­
vices out from major cities to small towns and outlying rural 
areas, and otherwise providing opportunities fo r the poor t o 
better their lives through their own effort . 1L/ 

The legislation also strongly endorsed the small farmer strategy, noting that: 

The greatest potential for significantly expanding world 
food production at relatively low cast lies in increasing the 
productivity of small farmers who constitute a majority of 
the nearly one billion people living in those countries. 38/ 

"urthermore, the legislation stated that assistance for rural development 

••• shall be used primarily for activities which are speci­
fically designed to increase the productivity and income of 
the rural poor, through such means as creation and strengthening 
of local institutions linked to the regiona l and national levels; 
organization of a system of financial institutions which provide 
both savings and credit services to the poor; stimulation of small, 
labor intensive enterprises in rural towns; improvement of marketing 
facilities and systems; expansion of small- scale rural infrastruc­
ture and utilities such as farm-to-market roads, land improvement, 
energy, and storage facilities; establishment of more equitable 
and more secure land tenure arrangements; and creation and strength­
ening of systems to provi de other supplies and services needed 
by farmers, such as extension, research , training, fertilizer, 
water, and improved seed, in ways which assure access to ' them by 
small farmers. 39/ 

1L/ Foreign Assistance Act, Section l02(c). 

38/ Foreign Assistance Act, Section l03(b). 

39/ Foreign Assistance Act, Section l03(c) . 
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3. Further AID Interpretations: Airgram A-239, April 1976. Although 

the mandate was now spelled out with somewhat more precision and AID was, 

thanks in part to the exercise of the 1975 Report, clearly focused on the 

implications of the New Directions mandate, the dilemmas inherent in the 

approach remained. As AID Washington noted in a "Program Guidance" airgram 

to the missions i n April 1976 concerning the New Directions mandate: 

It is appropriate that within AID disagreement should 
exist on how to carry out our "Congressional Mandate," for 
the problems are complex and fraught with pitfalls ••• We 
do not pretend to know all the questions which should be 
asked in addressing the difficult task of improving the pro­
ductivity and welfare of the poor majority, let alone all 
t he answers. Thus, this discussion is part of a continuing 
effort to evolve successive approximations, rather than clear­
cut answers to developing problems. 40/ 

Developing this theme, the Airgram emphasized that AID should increas-

ingly adopt the approach of an "experimental" agency using its relatively 

limited funds most effectively as a developer of new and replicable projects, 

rather than s imply serving as a mechanism for the transfer of resources. ~ 

Such an approach, it was suggested, would also be the most effective way 

to achieve a "collaborative sty I'!" in working with recipient nations. 

Rather than attempting to force recipients to take steps they strongly 

opposed, it was suggested that: 

40/ Airgram A-239, "Program and Project Issues in AID's 'New Directions'" 
(Incl,Uding Selective Program Guidance for FY 1978). April 28, 1976, p. 2. 

~ Ibid., p. 4. 
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By helping to develop and demonstrate viable and repli­
cable models and by sponsoring relevant studies and research-­
preferably carried out by competent and influential local 
analysts--there can also be s positive impact on building the 
political will required to take more difficult stepa to help 
the poor majority. !1.1 

Such an analysis suggested the extent to which AID was concerned witb 

dealing with the potentisl pOlitical constraints in developing nations that 

could inhibit the New Directions strategy, as well as the poss1ble implications 

for projects. As the Airgram stated: 

Insufficient understanding of political constraints can 
lead to inadequata project design, or project failure. For 
example, sbifts in priorities of health or education programs 
to favor the poor majority are much likelier to succeed if 
they attempt to involve or generate support from politically 
significant elements in the government and private sector. ~ 

At the same time, however, the Airgram cautioned that one should not 

uncriticslly assume that apparent political constraints in developing nations 

were automatically binding, since this could cause one to ignore important 

questions (such as the possibility of feasible steps to help the landless). 

Automatic acceptance of political constraints could also lead one to focus 

on projects which addressed relatively marginal problems, often at quite 

high cost; or projects which were palliatives at best and might even have 

long-term negative consequences; or projects whicb might in effect serve 

to strengthen and serve local elites or repressive governments. 441 

421 Ibid., p. D. 

431 Ibid. 

441 Ibid. 
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The airgram also focused 00 the 1S8ue of participation, acknowledging 

There is a healthy debate within the Agency about the 
applicability of some definitions ot the term to particular 
situations, how 1t can be used operationally in given pro­
ject8,"whether it is an objective E!£~ or a means to an 
end •• . ~ 

Regardless, the airgram stresaed the importance of participation, noting that, 

"at a minimum it is important to find out from the intended beneficiaries 

their thoughts on the problem to be addressed and their reactions to 

the change8 they are being asked to make." Furthermore 

Recent comparative analyses have strongly supported the 
view that effective participation in local-level project deci­
sion8 is one of the most important determinants of success of 
rural development activities ••• and individuals or groups are 
more likely to change their behavior if they feel some "owner­
ship" (or, in AID terms, participation) in the decisions and 
implementation plans. This would apply, for example, to use 
of new seeds or credit by farmers, and co desired changes in 
community and family heslth snd family planning practices. 46/ 

Ac the same time, the Airgram cautioned the missions against going to extremes: 

It is, of course, easy to carry our emphasis on partici­
pation too far, forgetting that like any other aspect of the 
development process, it is far from a panacea. It will not sub­
stitute for the need for profitable technologies, appropriate 
policies, etc.; and participation institutions on local areas 
must be combined with effective links that relate rural areas 
to the political centers which allocate resources and control 
services. li/ 

!2./ Ibid., p. 7. 

~ IL1d., p. 8. 

£I Ibid. 



249 

Focusing on appropriate strategies for rural development, the airgram 

also discussed the vsriety and complexity of the factors to be considered. It 

expressed its support for increased small farmer production as a necessary con­

dition for broad-based rural development due to its importance in increasing 

income and food supplies, as well ss its positive effect on other aspects such 

as off-farm jobs. It also stressed that changes in technology or cropping 

patterns will generally be necessary to increase small farmer production, 

'noting that insufficient attention to the actual profitability of proposed 

technologies and cropping patterns "is among the most common causes of failure 

of rural development projects." 48/ At the same time, AID Washington stressed 

that rural development was "clearly more than just small-farmer technologies 

and production per se." 49( In addition, it was argued that other rural 

development activities were also high-priority, including land reform, rural 

industry and agribusiness, processing, marketing, and small farmer organiza­

tions. 50/ 

The complex variety of factors to consider made it more difficult to 

provide precise guidelines for specific projects. As the airgram observed, 

"The obVious issue this raises is how countries and MissioDS working with them 

can approach the problem of sorting out priorities, phasing, and possible 

combinations of rural development interventions." 51/ Uiven all of these 

48/ Ibid. , p. 11-12. 

49/ Ibid., p. 12. 

50/ Ibid. 

51/ Ibid. 
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complexities. AID Washington stated that. ~he best feasible answers to such 

~uestions for a given country or potential AID project should come from an 

in-depth analysiS of the particular situation." ~/ Such a caee by case 

approach clearly provided few guidelines. and allowed for considerable 

flexibility. Under certain condition8. the airgram continued. it would 

even be possible to justify under the New Directions approach a8sistsnce 

to national governments to help in the analY8is of policies. priorities. 

phasing. and similar issues as well as the more typical area-specific 

integrsted rural development projects. 53/ 

This attempt to spell out the implications of tbe New Directions mendate 

to the missions clearly demonstrates the efforts to synthesize the views of 

the "sectoral" and "participatory" approaches. as well as taking account of tbe 

uniqueness of esch country situation. As a result. fine lines were drawn to 

attempt to construct policies thst were precise enough to be meaningful. yet 

not so specific . as to become a mechanical response to every situation. The 

airgram instructions also showed tbe efforts to draw tbe fine line between being 

oblivious to or mesmerized by possible political constraints. Kost important. 

it acknowledged that. given tbe complezity and uncertainty of the development 

process. and the limited resources st AID's disposal, it was felt that the 

best role for AID would be that of an experimental organization. designing 

replicable projects in the New Directions philosopby in sucb a way a. to 

damonstrate convincingly to itself and to tbe reCipients the feasibility 

of the pbilosophy. 

~ Ibid. 

~ Ibid. 
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c . The "basic Human Needs" Approach (1977-1980) 

By the mid-1970s, a variety of donors in addition to AID had become 

interested in some form of a ·gro~th ~ith equity' strategy. Host prominent 

perhaps, ~as the change to~ard6 a gro~h with equity strategy in the World 

Bank . ~hich had begun in 1~73. In addition. many bilateral donors (such 

as the Scandanavians, the Dutch, the British. and the Canadians) ~ere also 

heavily involved in developing similar approaches. 

The International Labor Organization (ILO) ~aa developing ~hat it termed 

a "basic human needs" approach to growth with equity. The poasibility that 

such an approach could provide additional clarity and focus to the New Direc-

tions mandate sparked considerable interest among some members of Congress 

concerned with development assistance. As a result, the Houae International 

Relations Committee sent one of its senior staff to the World Employment 

Conference sponsored by the I.L.O. in 1976, which had as its main agenda 

item the discussion of the basic human needs strategy. 54/ 

In addition. Representative Donald K. Frazer of Kinnesota sent a letter 

to the AlD Administrator. noting the potential importance of this conference 

and urging him to send a high-level representative of the Agency. Top manage-

ment in AlD. however. appeared less persuaded regarding the potential of this 

ILO approach. the Deputy Administrator sending Representative Frazer a 

brief letter noting that this did not appear to be the direction in which AlD 

desired to move. Behind this latter was the general belief held by AID's top 

management and the senior economist that the basic human needs strategy as 

54/ U.S. Congress. House . Committee on International Relations. 
A BasIC Human Needs Strategy of Development. Staff report on the World Employ­
ment Conference. September 1976. Washington, U.S. Govt. Print . Off., 1976. 
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outlined by the 110 was not sufficiently growth oriented, and tended to give the 

yriority to welfare and distribution. Since these officials perceived existing 

ALD strategy as providing a more equal balance between growth and equity, it 

was generally felt that the basic human needs approach would represent an unfor-

tunate modification in AlD policy by de-emphasizing the growth side of the 

?evelopment program. 

1. Introducinl the Basic Human Needa Strategy. In 1977, the inauguration 

of a new President brought about a major reevaluation of AlD. By October 

1977, three major studies of AlD were completed, one an internal Teak Force 

Report 55/ prepared for the new AcIIII1nistrator, John Gilligan; one completed 

by the Development Coordination Committee, 56/ and one external report completed 

by the Brookings Institution for the new Secretary of State. 571 In addition 

to this wide-ranaing evaluation, the chanae in acllll1nistration also brought 

new senior level personnel to AID, which now included individuals who were 

far more optimistic than the previous Administration regarding the potential 

of the basic human needa approach as a way to combine arowth and equity. To 

an extent, these new ideas emerge in the evaluations of AlD, but they are 

most clearly expressed in a new ·policy paper· on the goals of bilateral 

assistance, which was completed in 1978. This Bilateral Assistance 

~ U. S. Agency for International Development. Organization and Struc­
ture of AID. Teak Force Report for the AcIIII1nistrator. Washington, U.S. Go~. 
Print. Off., 1977. (Hereafter cited as the Babb Committee RepOrt.) 

561 Development Coordination Committee (Dec). 
October 1977. 

Foreign AS8istance Study, 

57/ Brookings Institution. 
Stratesie., October 1977. 

Au As.essment of Development Assistance 
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Policy Papar, 581 reinforced by a subsequent DeC Policy Paper in 1979, 591 

.form the basis for AlD's present development aasistsnce policy, which in these 

documents is placed squarely within the context of "Basic Human Needs." 

The shift in focus to basic human needs did not iaply a wholesale shift 

in underlying development philosophy within the Agency itself. In particular, 

the debate between the sectoral and participatory strategies remained very much 

alive, witb the basic human needs focus attempting to create a synthesis between 

these two views. In general, present policy is expressed by a statement in the 

1977 Task Force Report to the Administrator (The Babb Committee Report). After 

examining both the sectoral and participato~ approaches, the Babb Committee 

Report recommended that "AID's operational objectives be drawn from the Partici-

patory and Sectoral approaches as appropriate within each recipient country 

context." 601 In the current strategy, the basic objective is one which "will 

enable the poor, including women, in developing countries to meet their basic 

human needs on a suitable basis." 611 In focusing on basic needs, this strategy 

"combines the employment and equity features of earlier approaches with an 

explicit concern for increasing tbe production and availability of basic goods 

and services for the poor majority." 621 This meant a more direct focus on the 

581 U.S. Agency for International Development. A Strstegy for a More 
Effective Uilateral Development Assistance Program: An AlD Policy Paper. 
Washington, U.S. Govt. Print. Off., 1978. (Hereafter cited as Bilateral Assis­
tance Policy Paper) 

591 U.S. Development Coordination Committee. Policy Paper: Evolution of 
the Basic Human Needs Concept, March 1979, Revised July, 1980. (Hereafter cited 
as the DeC Policy Paper) 

601 Babb Committee Report. p. 1-5. 

!!I Bilateral Assistance Policy Paper, p. 1. 

621 Ibid., p. 7-8. 

87-392 0 - 82 - 17 
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oeeds of the iodividual, particularly the poor, "by postulatiog a mioimally 

.acceptable standard of liviog 80d theo making that standard of living 

accessible to as maoy people as possible 00 a sustaioable basis." 63/ 

10 placiog "basic human needs" at the center of developmeot strategy, 

the Bilateral Assistaoce Policy Paper and the DCC Policy Paper seemed to 

follow the general recommendatioo of the Babb Committee Report, as they 

took coosiderable paios to emphasize that the cootinuities with past policies 

were more significsot than the changes. As the Bilateral Assistance Policy 

Paper stated, "This strategy does oot imply a change in the 'new directioos' 

approach; rather it is a further evolution of that approach." 64/ Altbough 

it was conceded that basic human needs was a rather vague concept, and con­

sequently subject to considerable misinterpretation, the two policy papers 

stressed that from the AID point of view, basic needs incorporated and extended 

two of the central pillars of tbe New Directions approach: a commitment to 

growth that was as important as the commitment to equity; and a focus 00 the 

participatioo of the poor io tbe benefits 80d process of development. In short, 

it was argued that the basic human needs approach represented more a change 

"of degree and emphasis" than 80y "fundamental differences" with previous AID 

policy. 65/ 

Particular attention was given to correcting "the fundamental misunderstand­

ing" that a basic human needs strategy was merely a "welfare" or "humanitarian" 

spproach unconcerned with growth. 66/ On the contrary, the Bilateral Assistance 

Policy Paper strongly argued that basic human needs was aD overall development 

63/ Ibid. 

W Ibid., p. 1. 

65/ Ibid. 

66/ DeC Policy Paper, p. 2. 



~-J5 

strategy in which basic human needs was "built into, rather than 'added onto,' 

.grOwth." 67/ Put another way, it was argued that "the issue raised by a BBN 

strategy is not whether to focus on growth, but rather what kind of growth is 

achieved." 68/ G1ven such a view, it wss argued that the emphasis of a basic 

human needs development approach must therefore focus on increasing the productive 

base of the economy of a developing country, but in a particular way, involving 

"some combination" of the following: !!/ 

1. Expanded access by the self-employed poor to productive 
resources (such as land, water, credit, and the improved 
techniques, toola and materials that go with them); 

2. Increased investment and production in sectors and tech­
niques that make greater use in labor surplua situations 
of abundant unskilled labor relative to scarce factors 
of production; and 

J. Expanded basic services of health, nutrition and family 
planning, and education which improve over time the 
productive capacity and employment potential of the 

. poor. 

Basic human needs, therefore, was seen as a broad, comprehensive approach to 

development rather than as a limited welfare strategy. This strategy has some 

important policy implications. Kost important. it does not automatically elim-

inate any sectors (such as industry or infrastructure) from being included in such 

a strategy, nor does it require the benefits to the poor to be exclusive, immediate, 

or direct, so long as they are "verifiable and ultimately significant." 70/ What 

it does require, however, is that all projects in all sectors be examined to 

determine their d1rect or indirect contribution in increasing the provision of 

67/ dllateral Assistance Policy Paper, p. 10. 

!!/ DOC Policy Paper, p. 4. 

69/ Bilateral Assistance Policy Paper, p. 11. 

70/ Ute Policy Paper, p. 9. 
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goods and services. 11/ By taking such a broad view, it is arsued, one can 

assure that this strategy will promote growth, which is essential to the 

success of the program, while at the same time avoiding the danger of reverting 

to the previous "trickle-dowu" policies. 72/ 

2. Unresolved Issues in the Basic Human Needs Strategy. Although the 

broad policy outlines appear reasonably clear, some specific issues still 

remain. Perhaps the most fundamental ia the question which had troubled 

the AID top administrators prior to 1977: was it in fact fessible to achieve 

rapid growth, increased employment and reduced poverty snd inequality simul­

taneously? The Bilateral Assistance Policy~aper now srgued strongly in the 

affirmative, contending that thia employment oriented approach would lead to a 

more efficient use of scarce capital and abundant labor, while the provision 

of adequate food, health services, and education was a form of investment in 

human capital which could contribute .ignificantly to the improved productivity 

of the poor as well as facilitating the attitude changes essential to having 

smaller familie., thereby reducing population growth. 73/ The Dee Policy Paper, 

however, while advocating the basic human needs approach, presented a leaa certain 

picture, arguing that the evidence from actual country experience was mized. In 

addition to presenting the argument that there need not be any trade-off between 

the basic human needs approach and growth, it also gave the counter argument, noting 

that it could be argued that technological advance may be greater in the modern 

sector leading to relatively greater gains in output, with little or no direct 

or indirect impact on meeting basic needs. If this latter view is correct, it 

L!! Ibid., p. 3. 

11V Ibid., p. 9. 

1l! Bilateral Assistance Policy Paper, p. 12-13. 
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suggested, one would then need to defend the basic human needs investments 

,in the non-uodern sector not in terms of output alone, but in terms of the ul-

timate purposes and objectives thet this growth serves. 2!! 
A second ~ontinuing and unresolved issue concerns the appropriate role for 

, 
AID to play within this basic human needs approach . Because the approach is 

defined as a total development strategy, no sector can be automatically excluded 

as a legitimate target for foreign assistance. This does not mean thet sssis-

tance must be provided to all sectors, however, but only thet the choice of 

sectors will vary depending upon country needs and donor capabilities. 11/ The 

Bilateral Assistance Policy Paper goes further, arguing that effective assistance 

programming requires some degree of specialization among donors based on their 

capabilities and experience. Following this approach, the Bilateral Assistance 

Policy Paper states thet AID programs "heve in general been aiming in the right 

directions, and should continue to do so," concentrating upon the sectors in 

which the agency hes built up conSiderable experience and methods for reaching 

the poor majority. 1!/ At the same time, however, the Bilateral Assistance 

Policy Paper calls for a more systematic analysi8 of development needa on a sec-

tor or problem baSis, to enhence the impact of the 0.5. development assistance 

program. 11J Without such a systematic analysis, it was argued, past programa 

hed often tended to focus on "targets of opportunity." As a result, a country 

assistance program might resemble a cluster of rather isolated projects which, 

74/ OCC Policy Paper, p. 5-6. 

75/ Ibid., p. 7. 

76/ Bilateral Assistance Policy Paper, p. 30-31. 

77/ Ibid . , p. 32. 
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although worthy in themselves, may not have the impact of a more systematically 

.organized program. 781 

A third continuing unresolved issue concerns the possible trade-offs 

between the goals of improving productive cspacity on the one hand and insti-

tution building and structural change on the other. In attempting to synthesize 

these two Views, the Bilateral Assistance Policy Paper does not provide any 

particularly clear-cut guidelines. On the issue of structura reforms, the 

Bilateral Assistance Policy Paper does emphasize the importance of the partici-

pation of the poor, and notes that basic human needs poli cies: 

••• will often require internal structural , institutional, 
and economic policy reforms in order to stimulate saving and 
investment, widen the access to resources and employment, and 
increase incomes for the poor (e.g. land tenure reform, pric­
ing policy changes, etc.) Without such reforms, the intended 
results of other efforts to benefit the poor can be more than 
offset. 791 

But although it gives this relatively strong endorsement of the need for 

structural reforms, it is less clear in outlining any particular procedures. 

In general, it suggests that the level of commitment to basic human needs in 

the developing country could help to determine the type of project undertaken: 

The greater the commitment to basic needs objectives on 
the part of the host government, the stronger the case for 
expsnded broad assistsnce to programs (including physical 
infrastructure and national institutiona) that promote over­
all-growth and employment as well as the redistributive 
aspects of development. 801 

1!! Ibid., p. 24. 

111 Ibid., p. 12. 

!2' Ibid . , p. 36. 
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3. The agricultural Policy Paper. The controversy between improving 

productive capacity and institution building was not confined to the 

general policy statement, but also emerged in specific sector strategies. 

This is particularly evident in the agricultural sector policy paper, 

which, given alD's focus on rural areas, is undoubtedly the most important 

of the sector papers. Ull 1n an etfort to make AlU policy more preCise, 

the early oraits of this paper included a hierarchy of considerations 

which could serve as guidalines to determine appropriate projects: 

Functional Programs and Priorities for agricultural Development 

1. Asset distribution and access lland tenure, and local (public 

and private( participatory institutions) 

~. Planning and policy analYSis lmacroeconomic and other policies) 

3. Development and diffusion of new technology (research, education, 

extension) 

4. Rural infrastructure (land and water development, energy including 

rural electrification, and rural roads) 

5. harketing and storage, input supply, rural industry, and credit. 

The proposed hierarchy placed issues that focused on structural reform at 

the top. In first place was "asset distribution and accesa , " which focused on 

ull U.S. 
PolicY-paper. 

Agency for International Uevelopment . agricultural Uevelopment . 
Washington, U.S. ~ovt. Print. Ofi., 1978. 



260 

CRS-40 

land tenure and the creation of res ponsive l ocal participatory institutions, 

quch as cooperatives. This was followed by "planning and policy analysis," 

which included efforts to modify macroeconomic policies in directions more 

"conduci ve t o br oadly par tici patory agricultural growth." ~I These were then 

f oll owed by more t echnical issues, such as tec~nology, infrastructure, and mar-

keting and storage. 

Such a hierarchy generated considerable controversy within the agency, 

however, as it suggested a weighting toward what has been previously described 

as the participatory as opposed to the sectoral development strate~y. By 

the final draft, the five factors were no looger considered as a hierarchy but 

simply as a list of factors, with the Agricultural Development Policy Paper 

rather blandly noting that "AID has supported activities in each of these cat-

egories and should continue to do so." 831 The Policy Paper did, however, 

acknowledge the interrelationship of these factors: 

Our analysis of agricultural development experience suggests, 
however, that if assistance in a particular category is to address 
both production and equity objectives successfully, some minimum 
level of effectiveness must be achieved in other categories. 841 

Moreover, remnants of the idea of the hierarchy of factors were also expressed 

in the following statement elsewhere in the paper, which stressed the importance 

of factors at the top of the 11st: 

An app.opriate and equitable institutional and policy frame­
work in terms of the distribution of productive assets (especially 
land), local institutions (including local government), and econ­
omic policies is fundamental to any program designed to reach the 
poor. If the structural, institutional, and policy environment 

821 Ibid., p. 34. 

~I Ibid., p. 22. 

841 Ibid., p. 23. 
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precludes broad participation of poor people in the process aod 
benefits of development, development assistance is unlikely to 
benefit the poor, no matter how carefully specific activities are 
designed. In view of their critical contribution to the success 
of a broadly participatory strategy, these elements will require 
in every country careful mission analysis to assess their adequacy 
and the extent to which improvements can be brought about . 85/ 

At the same time, however, the Policy Paper also defended the promotion of 

projects in rural infrastructure, and in agricultural research, extension, and 

education. Although the Policy Paper acknowledged that such projects had gener-

ated some controversy within the sgency on the grounds that they did not always 

directly benefit the poor, it was stressed that such projects should be COD8i-

dered, since such projects, "appropriately designed and implemented, can be a 

vital step in bringing cost-redUCing and production-increasiDg technology to 

farmers, and hence higher incomes to the rural poor and more abundant snd lower 

cost food to consumers." 86/ Moreover, this defense of the more production 

oriented approech of the agricultural programs has also been supported by the 

actual budgetary allocations, in which funds for programs involving lsnd tenure 

and local participatory institutions, although growiDg, still amount to less 

than ten percent of the total budget, compared to about twenty percent each for 

the categories of technology, infrastructure, and marketing (see Table 2). 

In short, the Agricultural Development Policy paper and the Bilateral 

Assistance Policy Paper are similar in that they attempt to synthesize or at least 

reach a compromise on alternative strategies within the 'basic needs framework, 

rather than embraCing one particular approach. Although such a strategy does 

not necessarily satisfy the proponents of the contrasting points of view, it 

is again defended as a reasonable strategy from the point of view that each 

85/ Ibid., p. 17-18. 

!!I Ibid., p. 8. 
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country represents a apecial case, with no one set of specific guidelines 

adequate for all cases. As the Bilateral Assistance Policy Paper states: 

While the broad objectives of a basic human needs policy 
are universal, the problems which must be addressed in reaching 
the objectives are, of course, country-specific. In one country, 
policy changes to affect the distribution of income and assets 
may be most important; in another, it may be introducing appro­
priate technology snd providing sccess to services; 10 a third, 
inadequate physicsl infrastructure and the scarcity of capital 
investment in productive enterprise may be critical constraints. 
The programming of development assistance must, therefore, be 
country specific and flexible enough to assist in dealing with 
the concrete problems that must be resolved if basic human needs 
are to be met. W 

d. Recent Developments and the Role of !DCA 

AS the result of a presidential reorganization in 1979, AID was removed 

from the State Department and placed under the newly-created International Devel-

opment Cooperation Agency (!DCA). IDCA was to have overall responsibility for 

coordinating United States development policy. Although the impact of this 

reorganization upon AID is not as yet entirely clear, one tangible change has 

been a slight shift in sector emphasis. Although agriculture and health and 

population remain as two of the major sectors of concentration, the third 

sector emphasized by !DCA was energy as compsred to the AlD emphssis on educa-

tion. 88/ One should be careful not to exaggerate the consequences of this 

shift, since the Congress in its legislation since 1975 has included increased 

attention to energy issues (section 106 of the Foreign Assistance Act). And, 

within AlD, the educatiun sector had been the smallest of the three mandated 

sectors. However, by no longer making education a priority sector, !DCA appeared 

to be signalling to AlU that the education account cannot be expected to grow 

87/ Bilateral Assistance Policy Paper, p. 31. 

88/ U.S. International Development Cooperation Agency. Congressional 
Prese~ation, Fiscal Year 1981. pp. 13-18 
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si~nificantly, and that the burden of proof is on ~ to demonstrate, for each 

of its education projects, that it does, in fact, have a comparative advantage, 

'antt plays a unique role among donor nations. d9/ How the all but effectuated 

didmantlement of !U~ by the Rea~an administration will affect future sectoral 

allocations is unknown. 

e . Summary: The Characteristics of AlU Policy 

~hile this overview of the evolution of AID policy does suggest the general 

commitment of Alu to a specialized role within the New Directions philosophy, it 

also points to a variety of debates that continue to characerize the policy pro­

cess. In regard to AID's new, more specialized role, for example, how narrowly 

is it to interpret the Congressional mandate: Is it possible to approve pro­

jects in which the poor are largely indirect rather than direct beneficiaries? 

Within the poor majority, which groups should be the focus of attention? Is 

there s necessary trade-off between emphasizing production and institution­

building? Working within a ·collaborative style," to what extent, and in what 

ways, can AID encourage skeptical nations to adopt a growth with equity approach? 

To what extent does AlU need to take account of political obstacles, and how can 

these be overcome? 

In general, the A1u response to these questions has been to point out the 

uniqueness of countries and Situations, and stress the neett for case-by-case 

,solutions guided by the New Directions framework. In essence, what this means 

operationally is that any policy beyond the somewhat vague guidelines of the 

various policy papers antt statements is lor should be) determined in the commu­

nications between AlU Washington and the individual missions. Any complete 

discussion of policy-making must therefore also include an analysis of the links 

between headquarters and the field, and the implications of these links for policy. 

&9/ airgram hlD-35, October, 19HU. 
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4. OPERATIONALIZlNG THE NEW DIRECTIONS POLICIES 

In addition to the above-mentioned efforts to establish general policy 

guidelines for the New Directiona mandate, AID officials have also been 

involved in extensive examinations of AID policies in two other areas that have 

had important implications for New Directions. One of these haa been to sssess 

the "commitment and progress" of recipient countries in reaching the New Direc­

tiona gosls. The second area hss been a reevaluation and major modification of 

the Agency's planning and budgetary procedures. While these two policy reviews 

began on essentially separate trscks, the resulting policies have recently been 

merged together and now represent, implicity, if not expliCitly, AlD'. mast 

comprehensive attempt to establish a framework to operationalize New Directions 

policies for the individual recipient nations. For this reason, it is important 

to examine the evolution of these two sets of policies, 

a. Determining Recip1ent Commitment and Progress Section 102(d) 

In December 1975, Congress added section 102(d) to the Foreign Assistance 

Act, which, in the words of one AID offiCial, was designed to attempt to pro­

vide "teeth" for the New Directions program. Specifically this focused on the 

development and strengthening of performance criteria the could be applied to 

the recipient countries. Under 102(d), it was required that "the President 
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shsll establish appropriate criteria to assess the commitment and progress 

of countries" towards the goals outlined in the legislation. 9ul Further, 

section 102(d) required that 

In establishing such criteria the President shall specifically take 
into account their value in assessing the efforts of countries to 
(1) increase agricultural productivity per unit of land through 
small farm labor-intensive agriculture; (2) reduce infant mortality; 
(3) control population growth; (4) promote greater equality of income 
distribution ••• ; (5) reduce rates of unemployment and under-employment. 

The initial AID response to this was the preparation of s report entitled 

Socio-Economic Performance Criteria for Development, ~I which was completed in 

February 1977. This report described at some length the technical aSSistance, 

rese~rch, and analytical activities needed to encourage the effective long-run 

implementation of Section 102 (d). On the issue of developing criteria to 

measure these activities, however, it was more equivo~al, stessing the 

conceptual and data problema involved. 

Disappointed with the approach as outlined in the report, Congress 

stressed more forcefully the need to develop criteria. At about the same time, 

the change of Presidential administrations was occurring, bringing into AID 

some seniors officials who were more receptive to the idea of cr eating 

901 These goals were also spelled out in Section 102(c), which stated that 
"Assistance ••• should be used ••• to help countries solve development problems in 
accordance with a strategy that aims to increase substantially the participstion 
of the poor. Accordingly, greatest emphasis shall be placed on countries and 
activities which effectively involve the poor in development, by expanding their 
access Co the economy through services and institutions at the local level, 
increasing labor-intensive production, spreading productive investment and ser­
vices out from major cities to small towns, and outlying rural areas and other 
wise providing opportuni~ies for the poor to better their lives through their 
own eff ort. " 

911 Agency for International Development. Socio-Economic Performance 
Criteria for Development: A Report on the Assessment of Commitment and Progress 
Submitted by the U.S. Agency for International Development Pursuant to Section 
102(d) of the Foreign Assistance Act. (Washington, D.C., February 1977) 
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such criteria. The need for some indicators of effectiveness was also 

.examined in the general evaluations of AID that the new Administration car-

ried out in 1977, most notably the Foreign Assistance Study of the Development 

Coordination Committee (which stressed the ides of "performance") 92/ and the 

Brookings Report which stressed the need to encourage "sound growth with equity 

policies." 93/ 

Following the new Congressional directives snd the shifts within AID 

brought about by the new administration, work began on a study which would 

focus more explicitly upon the proposed criteria for carrying out l02(d). 

Beginning with an examination of the legislation and legi. lative history, 

the Bureau for Program and Policy Coordination (PPC) established a large 

number of potential criteria and factors. Consultations were then held with 

"knowledgeable persons" both inside and outside of AlD, as well as with the 

missions, and the list of criteria and factors was subsequentlY narrowed to 

thoBe which AID felt would be broadly applicable across countries, were con-

ceptually clear, and had the "power to discriminate among degrees of commit-

ment and progre.s." 94/ 

The final report was issued on January 31, 1978, and included a list of 

thirty-seven separate factors, grouped under the following seven criteria: 95/ 

(1) The extent of participation in economic development by the poor, 

92/ Development Coordination Committee, Foreign Assistance Study: October 
1977 ,Op. cit. 

93/ The Brookings Institution, Interim Report: An Assessment of Develop­
ment ASsistsnce Strategies, October 1977, op. cit. 

94/ Agency for Internetional Development. Proposed Criteris and Factors 
for A;Bessing Country Performance: A Report Pursuant to Section 102(d) of the 
Foreign Assistance Act. January 31, 1978, (Mimeo) p. 3. 

95/ For a complete list of the factors, see Ibid, p. 3. 
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(2 ) The extent t o ~hlch governme nt po licies contributed to sustainable 
gr owth, 

(3 ) The extent to which government po l icies increased the productivity 
and utilization of labor, 

( 4) The appropriateness of polici es to increase small-farm productivity, 

(5) The extent to whi ch heal th activi t i es emphasized low-cost, accessible 
delivery, 

(6) The extent of attention to accessible family planning, services and 
motivation for smaller families , 

(7) The degree of access to education for basic life skills. 

In presenting these criteria, however, the report noted that this work 

was still in the preliminary stages and subj~ct to further testing snd refine-

ment. It also re-emphasized one of the conclusions of the previous report, 

noting that accurate data for implementing 1U2(d) were often unavailable, 

particularly in the poorest countries. 16/ Finally, the report concluded that 

"flexibility" would be needed in applying the factors under each criterion to 

specific countries, given their different situations: 

••• the decentralized aproach of the U.S. foreign assistance program 
is premised in large part upon recognition of crucial difference 
among recipients, even among countries in the same regions. The 
means to achieve broadly participatory development may be quite 
different among countries, given their different histories, socio­
political and economic systems, infrastructures and resources, and 
so forth. We recognize accordingly that there must be flexibility 
in applying the factors under each criterion to specific countries, 
in accordanca with the countries' own needs and problems, their 
various Declared development approaches, and data availabilities. 97/ 

In essence, then it appears that AID did engage in sincere efforts to 

provide commitment criteria consistent with the 102 (d) legislation, which in 

theory could help to make AID policy more precise. But although such criteria 

~ Ibid, p. 2. 

2l! Ibid, p. 9 
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were now to be factored into the AID planning system, they a l so suffered from 

.the problem inherent in all AID general policy guidelines : given t he premise 

that recipient countries differed from each other , t he need for "flexibility" 

in interpreting guidelines made it difficult to have a preCise policy that 

would aerve for all situations. The forming of t ruly operational guidelines, 

therefore, still depended upon the communications between Washington and the 

field. Consequently, it is important to examine the programming process 

itself, and the implications that this had for policy. 

b. Reforming Programming Policies: IPa and CDSS 

Reforms in AID programming procedures were initiated in a small way as 

ear y as 1972 when the Agency began, on its own, to consider concentrating 

more on basic human needs. The f i rs t major thrust at programming reform, 

howeve , occurred between mid-1974 and mid-1975, as the Agency attempted 

o modify i t s po l icies and procedures to become more consistent with the 

1973 New Directions le~islat1on. The results of this exercise not only 

reduced the then existing three categories of AID assistance (technical, 

capital, and program) to two ( pro ect and nonproject), but it also introduced 

such t~chniques as the logical framework, and social soundness and beneficiary 

analysis. In addition, the basic programming documents which, with some excep-

tions, continue to exist in the AID project cycle were introduced. 98/ 

With the change of administrations in 1977, AID programming procedures 

were again reviewed. On August 31, 1977, the AID Admistrator established a 

98/ For a fuller description, see AID, Implementation of "New Directions" 
in Development Assistance: Report to the Committee on International Relations 
on Implementation of Legislative Reforms in the Foreign Assistance Act of 1973. 
Washington, U.S. Govt. Print. Off., July 22, 1975, op. cit. p. l5-29. 

87-392 0 - 82 - 18 
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Task Force on Program Procedures, chaired by the Assistant Administrator of 

·PPC, Alexander Shakow, and including the Assistant Administrators of the 

regional and functional bureaus. Among other items, the Task Force was 

asked to make recommendations on the setting of AlD funding levels for 

individual countries, as well as evaluatina the adequacy of the existing 

AlD system for establishing country strategies. 

The Task Force recommended aaainst continuing the existing system of 

setting annual AlD levels characterized as a "bottom-up" or "building block" 

approacb. Under such a a system, it was argued it was difficult to break 

away from h1storical allocation patterns which did not necessarily correspond 

to the current AID object1ves, expressed both in the legislation and in internal 

AlD documents, of allocating asst"stance among countr1es 1n ways that would do 

the most to benefit the poor. 99/ 

In place of the 8%isting allocation system, the Task Force recommended an 

approach which began with "top-down planning and allocation of funds among 

countries on the basis of certain criteria." 100/ Under tbis approach, which 

was subsequently implemented in 1978, AID Was to move to a system for setting 

annual funding levels for countries by starting with an "Indicative Planning 

Allocation" (lPA) determined 1n Wasbington, which would be "successively re-

fined by iterative process 1ovolving field missions and AlD/W." 101/ Essen-

tially, the lPA for each country was s preliminary estimate of its projected 

share of the total estimated annual funding that might be available for five 

99/ AID Action Memorandum for tbe Administrator, (from Proaram Procedures 
Task FOrce/alexander Shakow, February 3, 1978, (mimeo) , p. 2,6. 

100/ lbid, p. 2. 

l£!/ Ibid. 
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years in the future. This country share was to be determined by using the 

."best available" macro indicators of two factors: need (which included 

population and per capita income as the rwo variables) and commitment (based 

on 102(d) considerations). The country share was limited by placing a 

ceiling of Z5 percent of the total as the maximum ahare any country could 

receive (which had the affect of reducing the amounts for India's share) and 

a floor of $5 million (which raised the amounts of about six countries). 102/ 

Using the Indicative Planning Allocation as a starting point, the field 

missions were then to prepare a "Country Development Strategy Statement" 

(CDSS), wbich was to be updated annuallY.!Q!1 The CDSS was to be "the basic 

analytical strategy and planning document of AID for individual countries.·· 

More explicitly, its purpose was "to express the Mission's understanding of the 

overall davalopment problema and issues, propose what objectivas, policias and 

programs AID should pursue, and explain the reasoning behind the choice." 1041 

Using the IPA, AID general and sectoral policy papers, and any regional or 

country specific guidance as background, the CDSS was to be prepared by the 

missioDs in three sections: The first section examined the background, inclu-

ding a dascription of the poor, identification of the causes of poverty, an 

evaluation of country progress and commitment , a descr iption of the host coun-

try plan, an snalysis of absorptive capacity, and a description of other donors. 

1021 A fuller description of this is provided in aaAID Washington s1rgrsm 
to the-mtssions, entitled "Guidance for the Country Development Strategy State­
ment (CDSS)," A1rgram A-384 , September 16, 1978, p. 6. 

1031 The CDSS replaced the "Development Program Paper" (DAP) which had 
previously served in theory as the planning baae for country programs, but 
was falt by the Task Force to be so ineffective in establishing AID strategies 
that was "moribund if not dead and should be laid decently to rest as quickly 
as possible". AID Action Memorsndum for the Administrator, op. cit, p. 8 

~ Airgram A-384 , op. cit, p. 2. 
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The second section described the AID assistance strategy in the light of the 

,issues raised in the first section. The third section then presented proposed 

funding levels for the five year period. In essence, the CDSS represented not 

only a long term planning document, but also a wsy for the missions to respond 

to the IPA in cases in which the mission officials thought the level was in­

appropriate. 

The CDSS was then to be reviewed and approved in Washington, with its 

strategy and aid planning levels modified if neceasary. The Washington 

review also was to result in the approval of a level of funding for the next 

fiscal year for which a budget was to be prepared. The field missions then 

were to develop and submit to Washington their detailed budgets for that year. 

These budgets would then be further adjusted in Washington if the actual budget 

approved by Congress was different from the planned budget. 105/ 

In theory, at least, this process provided sn opportunity for reasoned 

dialogue between Washington and the missions. A dialogue in which the missions 

could demonstrate, if necessary, what they felt were the inadequacies in the 

IPA. And, although the first IPA issued in Washington was necessarily a 

"Washington exercise", the second IPA issued 10 1979 did take into account the 

comments from the field from the first round of CDSS reports, as well as from 

an elaborate set of expert panels in Washington. In general, AID Washington 

sppeared pleased with the first CDSS exercise in 1978. AID Washington did point 

out, however, that the CDSS reports were uneven in quality, and often were 

inadequate in relating the first section of the CDSS (describing problems) to 

the second (describing AID strategy), and the third (which provided proposed 

funding levels) , In addition, it was noted that "a dlsappointly high number" 

105/ Congessional Presentation, FY 1980, p. 176-178. 
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of missions were unable to identify the poor in any sophisticated way; also, 

a majority nt miss inns were not able to provide an adequate analysis ot the 

'"progress and cowmitment" of the recipient nation towards equity and growth 

strateKies. lU&/ 

In the second year of the CUSS system (1979) the process appeared smoother. 

nowever, there were still considerable difficulties in attempting to measure 

progress and commitment. Early in the year, Al~ Washington sent separate 

instructions to the missions to obtain information on these two factors, so 

that this data could be in iocluded in the calculation ot the IPa figures. 

Unfortunately, this effort to obtain from the missions a precise measure of 

progress and commitment proved to be a failure. Based on the quantitative 

indicators developed for the lU2(d) exercise (see page 4b above). this attempt 

was not only difficult, but produced data that were not comparable between 

countries. 

nS a result of tbis experience, two chanKes were made in the procedure for 

the third year (lY8U). .irst, it was decided to incorporate the determination 

ot commitment into the ~USS rather than treat it as a separate exercise. Since 

this meant that this information would now come tOO late to be used to create s 

new Indicative PlanninK Allocation, it was agreed not to generate a new IPa 

tor this third round of the UUSS, but simply extrapolate from funding levels 

spproved for the previous year. In the future, it was agreed that new IPAS woulo 

be ~enerated. factoring in the previous year's cuSS statement on commitment. In 

essence, this mar~ed the formal integration of the efforts at determining commit-

ment under 1U2(d) and the programming reforms using the IPA/UUSS system, which 

lu6/ tor a detailed analysis of the first round of the CUSS, see, AlU . 
HemoriiiiCium from Raymond Halley to alex Shakow, then Uirector of PPC, "CUSS Post­
Hortem aod Recommendations for t'uture". September 19, 1Y7!1. 
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until tben had been following separate if somewhat parallel tracks. 

The second cbange in programming procedures and policies was a move 

towards a more qualitative approach in the determinatiDn of commitment. Instead 

of the list Df quantitive indicators, AID WsahingtDn noW provided the following 

set of general questions tD be answered under the section on "recipient commit-

ment" in the CDSS. 107/ 

1. To wbat extent do macroeconomic factors inhibit or enhance the ability 
of the poor to raise their incomes? 

2. Is the government involved in increasing employment, and do the pricing 
system and other government policies work so as to encourage employment 
generation? 

3. 18 access to productive resources (particularly land, but also infra­
structure, water, credit, researcb and extension networks) widespread: 
If access is limited, what is being done about it? 

4. What have been tbe Trends of government budget allocations to the 
health and education sectors, and 1a there equitable access to health 
and educational services? 

5. How effective is the administrative sY8tem? 

6. How is the government dealing with natural re80urce depletion where 
tbis i8 a problem? 

7. How well do government policies and programs address the problem of 
high fertility rates? 

8. How responsive is the political structure to tbe needs of tbe poor 

9. HDW mobile is tbe society? 

10. How much control is tbere on the free flow of information? 

107/ For a fuller description, See airgram AIU-35, October 1980. 
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It is too early to evaluate the response from the missions regarding these 

questions, but the shift appears to illustrate a continuing problem in AID 

programming. While moving away from specific indicators provided flexibility 

for the missions (and avoided the complaint that the previous effort was too 

mechanistic), it is difficult to say with certainty how responses to these 

questions will be any more precise or comparable between nations. Like more 

general policies, it appears that the commitment question also faces the problem 

of "unique cases", which makes the establishment of precise and simple guidelines 

virtually impossible, except at the most general level. 

c. Implications 

The difficulty in establishing precise guidelines for discussions with the 

missions raises the larger issue: Does the new IPA/CDSS system offer the promise 

of giving more precise and operational meaning to AID policy? Proponents of 

the system would argue that the new procedures do represent an important new 

step forward. The remaining conceptual and methodological problems are seen 

as largely those of fine tuning to be solved through experience. Others would 

see the unevenness of the current efforts (such as the wide variation in the 

sophistication of the CDSS reports) as reflective of the need to improve skills 

and staff in the agency, rather than pointing to any inherent weakness in the 

system itself • .!.Q!/ 

108/ For example, the Program Procedures Task Force argued that "no new 
guidance or procedures will make a real difference in the effectiveness of AID 
in achieving bilateral development assistance objectives unless AID is staffed, 
organized, and managed to meet those objectives ••• current staff deficiencies 
must be addressed immediately if recommended changes in program procesures are 
to increase effectiveness. AID simply does not have enough high quality tech­
nicians, pr·'·gram officers, project officers, economists and social scientists 
working on bilateral development assistance programs." AID Action Memorandum 
for the Administrator, op. cit. p. 1-2. 
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Viewed from another perspective, however, it is possible to suggest that 

~he current weaknesses stem not only from staffing problems, but, more impor-

tant from difficulties inherent in conceptualizing the development process 

itself. 109/ For example, in the CDSS, did tbe difficulty which maDy of the 

mis8ions experienced in presenting such a basic statement as the causes of 

poverty in the recipient nation stem from a lack of technical skill, or from 

difficulty in conceptualizing in theoretical terms the relation of various 

factors in development with preCision? If the problem is one of conceptuali-

zation, to what extent does this reflect a lack of trainiDg, and to what extent 

does this reflect the disarray of the discipline? Clearly, individuals holding 

different theoretical views (such as the sectoral vs. the participatory modela 

of development) will have different underlying assumptions and prescriptions. 

This conflict is at least implicitly recosuized in the moat recsnt iDatructioD8 

to the missions regarding tbe CDSS preparation, which noted that 

We wish to underscore the fact that the CDSS is a product of the 
entire country team and should reflect its views. To the extent 
that there are differing views, they sbould be candidly reflected in 
the document itself or in separate messages, as appropriate. 110/ 

~ut providing spac~ for differing views does not give much direction as to 

which path to take. Ironically, the AID 1975 Report to tbe House International 

Relations Committee noted, in another context, tbat -even an excellent system 

will not succeed without clear policy guidance •••• - 111/ The 1975 Report went 

109/ For example, see Michael T. Rock, A Critique of Sec. 102(d) of the 
Foreign Assistance Act, (AID/ASLA/DP,K1meo), July 25, 1979 (draft). 

110/ A1rgram AID-35, October 1980, op. cit, p. 1. 

111/ AID Implementation of ~ew Directiona- in Development Assistance, 
op. c~ p. 29. 
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on to note that such Kuidance was being provided through through policy state­

ments, detinitions, and other documents, llli but in fact, the "guidance" 

provided by these documents appears to be too general to offer operationsl 

policy guidelines on a case-by-case basis. The inability to establish such 

guidelines has not been due to a lack of effort on the part of AlU but appears 

more an inherent f~ature of the complexities of the development process itself. 

1n sum , the lPA/UUSS system may help to make the conceptual debates more 

explicit, which may be an important advantage if AlU sees its role as an 

"experimental" organization and attempts to use its projects as ways to test 

these alternative views. In the absence of agreement on an accepted general 

theory of development, however, the IPa/CDSS system will probably be unable to 

formulate precise policy guidelines. aIu policies themselves, after all, 

represent attempts to synthesize alternative development conceptualizations, 

while taking into consideration the unique features pretiumed important in 

each nation. ~iven the rather vague policy guidelines that inevitably result, 

it is unlikely that adequate instructions can be formulated that operationalize 

policy io every case. 

illl lbid. 
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!wjor AID Policy and Policy-Background Documents. 1972-19ijl 

1972: Policy Determination ;48: Employment and Income Distribution 
Objectives for AID Programs and Policies. October 2. 1972. (and) 
Employment and Income Distribution Objectives for AID Programs 
and Policies: Policy Background Paper. AlD. October. 1972. 

E8tablishes a new AID policy to encourage employment generation 
and income di8tribution policies. 

1975: AIU Implementation of New Directions in Development ASsistance: 
Report to the Committee on International Relations on Implementation 
of Legislative Reforms in the Foreigu ASsistance act of 1973. 
July 22. 1915. 

First comprehensive report of AID responses to "New Directions." 
Includes a commitment to the "small farmer" strategy as the best 
way to meet the dual objectives of increased food production and 
greater equity (although the defia1tion of small farmer is 
left 80mewhat vague). Effort8 are also made to define "the 
poor". "rural development", "participation" and other key 
concepts. Ambiguities, dilemmas, Bad tradeoffs in the approach 
are examined. AID accepts the role of a "specialized" 
development agency, focusing primarily on the congre8sionally­
mandated seCtors. 

1977: AID. Orgaai%ation and Structure of AID: Task Force Report for 
The Admia1strator, Agency for International Development, October 
1977. (also referred to informally a8 the "Babb Committee Report"). 

Outlines a wide variety of policy and organizational questions, 
including a di8cussion of the "sectoral" snd "participatory" 
development strategie8. Recommends particular AID organizational 
structure. 

Development Coordination Committee (DCC). Foreigu Assistance 
Study. October, 1977. 

General study of foreign assistance, including the drafting of 
alternative policy scenarios for consideration by the President. 

The Brookings Institution. An Assessment of Development Assistance 
Strategies, October, 1977. 

AD "outSide" evaluation of U.S. development assistance, prepared 
for the Secretary of State. 

1978: AID. A strategY for a Hore Effective Bilateral Development 
Assistance Program: AD AID Policy Paper. March, 1978. 

The basic AID policy document defining preSeDt policy. Places 
the AID "New Directiona" approach within the context of a 
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-basic human needs" strategy. The Psper emphasizes that (a) this 
represents a "further evolution", and not a shift in policy, 
and (b) that the commitment to growth as well as equity remain8 
unchanged (basic human needs is not viewed a8 a "welfare" 8trategy.) 

Basic human needs implies, to AIU, an effort to increase the 
productive base of an LOC economy io a specific way, involving 
"some combiostion" of (a) expanded access by the poor to pro­
ductive resources, (b) increaaed focus on employment-generating 
sectors and activities, and (c) expanded basic services that 
improve productive capacity. 

AID. Agricultural Development: Policy Paper, June, 1978. 

The mo8t important sectoral policy paper. Sets policy for 
the agricultural sector, by listing (but not assigning 
priorities to) appropriate areas for AID activities. 

1979-80 : DCC Policy Paper: Evolution of the Basic Needs Concept. 
March, 1979, revised July, 1980. 

Essentially a further elaboration of the basic AID Policy 
Paper of 1978 (see above.) 
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111. B. AID INSTITUTIONAL CHANGES FOR NEW DIRECTION~* 

1. INTRODUCTION 

This section will discuss the organization issues, the management systems 

within the Agency, incentives for administrative performance, and the formal 

and informal rewards for those who have been endeavoring to implement New 

Directions since their enactment. These issues will be discussed throughout 

the sections which follow: AID's organizational history, and the project 

approval process. 

2. AID'S ORGANIZATIONAL HISTORY 

The Agency for International Development was constructed in 1961 by pulling 

together several different programs which had been previously administratively 

autonomous. It waa assumed at that time that the Agency would be temporary; 

once development objectives were achieved it would be disbanded. 11 This fact 

was highlighted by Judith Tendler in her study, Inaide Foreign Aid. It was 

also given at different times as part of the major justification for not 

*The contents of this section are based upon interviews conducted at AID 

with AID officials in November and December 1980 and January 1981 and on the 

documents cited. 

1/ For example. the Kennedy, Johnson, and Nixon Adminiatrations requested 

Congress to allow certain AID personnel to participate in the State Department's 

Foreign Service Retirement and Disability System. The requests were turned down 

by Congress because "we· do not wish to take an action that would confer permanent 

status on the Agency." .Hearings Before the Committee on Foreign Affairs. 91st 

Congress, 1st, p. 901. See discussion in Tendler, Judith. Inside Foreign 

Aid. Baltimore, Johns Hopkins I!niversity Press, 1975. p . 14-15 and footnotes 

18, 19, p. 114. 
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instituting major personnel changes. 1/ As changes in overa l l agency policy 

direction occurred they were grafted onto that in i tial temporizing legislative 

foundation. 1/ During the early years of the Agency' s life, the 19605, it was 

caught up in Vietnam. Following Vietnam, the Agency was significantly reduced 

in size, significantly reorganized in 1972, again in 1978, and put under the 

auspices of the newly created International Development Cooperation Agency in 

October, 1979. 

In 1961, AID was an agency within the Department of State. The organiza-

tion consisted of four regional bureaus, each headed by an assistant adminis-

trator, seven functional offices, and supporting staff. Field missions worked 

within countries, and were, as they continue to be, headed by mission directors 

who are responsible to the Ambassador as well as to their regional bureaus and 

AID Washington. The American Ambassador remains the final arbiter concerning 

development assistance strategies within a country. He also files a performance 

report on the record of the Mission Director each year. In 1979, when the Agen-

cy in 1979 was moved from Department of State to be under the International 

Development Cooperation Agency, this relationship within the host country remained 

unchanged. 

The Agency then, as now, was physically scattered among different locations 

in Washington. As new functions were added to its agenda, new offices were 

2/ Mentioned in several interviews, including one with Anthony Babb, 
Director of the AID Reorganization Task Force, who said this factor was cited 
as a reason against the personnel system changes recommended by what was 
informallY called the Babb Committee Report. 

3/ Asher, Robert, op. cit., strongly recommended in 1970 that the 1961 
legislation be replaced as it had been" amended almost beyond recognition." 
p. 220. The New Directions changes wore added, however, to the 1961 legisla­
tion as it stood. 
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established, and often they were housed in locations at some distance from the 

main State Department Buildings. Because of its "temporary" mandate, arguments 

for contiguous locations for similar functions were largely disregarded. Pro­

blems of coordination in the Agency were, and continue to be compounded by its 

dispersed physical facilities. 

Both the President, as Chief Executive, and Congress, as legislature, 

di rectly determine the Agency's mandate and organization. While the New Direc ­

tions policies, passed in 1973, were congressionally mandated changes in the 

law governing the agency, prior to their enactment, in September 1969 and 

Apr i l 1971 President Nixon had proposed major reorganizations of the agency 

in Presidential Hessages. The major thrust of these changes, both procedural 

and organizational, was to centralize the agency. They brought together under 

central direction overseas private voluntary programs, disaster relief, and 

population activities; created a new Bureau for Asia from a former bureau and 

office; centralized in a single Bureau for Program and Hanagement Services 

agency support services in training, contracts, commodity procurement, and 

management planning; and reorganized the Bureau for Program and Policy 

Coordination. 

Following his reelection, President Nixon appointed new agency leaderahip: 

Administrator Daniel Parker (January 1973-January 1977) and John Murphy, Assistant 

Administrator. Murphy also subsequently served as Administrator from January 

1977-March 1977. Both Parker and Hurphy were committed to a highly centralized 

model of Agency management. According to some, as Republican appointees, they 

were not deeply committed to New Directions policies which were seen as the 

policies ordered by a Democratic Congress. 

Parker and Murphy's backgro'lOds were not in development, but rather in 

business management. Their conception of the Agency was that it was fragmented, 
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lacked sufficient central direction, and that the President wanted a reorganized 

and tigh t lY run agency. Committed to internal efficiency they set about to 

build a computerized agency information system which would be capable of dis-

playing data on a terminal in Murphy's office. This information system came to 

be called PBAR, an acronym for Planning, Budgeting, Accounting and Reporting. 

PBAR consisted of a central data collection system with four subsystems: 

country program data, project account data, development information, and 

social and economic indicators. It functioned as a control system; all program 

and project data were included and could be recalled by the deputy administra-

tor while discussing programs with mission and bureau officials. Many Bureau 

leaders and mission officials objected to the system, arguing that it reduced 

their ability to respond flexibly to changing situations. It was claimed 

that it also reduced innovation in project design and management, and to the 

extent that New Directions projects were different from traditional projects, 

the system supposedly operated against them. It required, for example, that 

many more details be made explicit initially for projects. Proponents of 

projects which were aupposed to be participatory projects felt the projects 

needed just the reverse -- decisions should be left up to an ongoing process 

involving beneficiaries and organizations. i/ 

The next AID Administrator, John Gilligan (March 1977-1978) waa appointed 

by President Carter. Many in the Agency had expected that leadership more 

committed to New Directions policies was coming, and that therefore administra-

tive changes which might enhance the programming of New Directions projects was 

more possible. Also, Gilligan and some of his key appointees were convinced 

4/ See dortoral dissertation, Stout, Russel A Critique of Organizational 
Control Systems Berkeley University, Berkeley, California, 1979 for a complete 

~ account and criticisim of the PBAR system. 
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that the Agency needed some changes, which would facilitate the implementation 

of New Directions projects. Gilligan's first mOve was to dismantle the centra-

lizing PBAR system; his second major move was to ask Anthony Babb to form a 

task force on reorganizing the Agency in June 1977. Anthony Babb had once 

worked for AID but was no longer with the Agency when approached by Gilligan. 

Gilligan'. initial strategy, which was to cost hiD support within the agency 

was to impoae reorganization from outside. Babb was more interested in change 

from within, arguing that the nature of the agency and its long term employees 

would defeat changes imposed from the outside by a wholly external task force. 

The Babb Committee Report surveyed in detail six different organizational 

models. 11 The report's detailed summary of the six models is attached in the 

appendix, and is not summarized at this point. The Babb Task Force preferred 

a decentralized model which would have more people and authority residing in 

the AID field missions, more authority in headquarters regional bureaus which 

were to support those missions, and smaller central bureaus to provide aervices 

common to all regional bureaus. The Task Force would also establish a new 

Rural Support Bureau. Since the New Directions policies entailed a specific 

focua on rural development and small farmer participatory strategies, the 

idea behind this new office was to provide a locus of responsibility within 

the Agency for supporting these kinds of projects. The Babb Task Force also 

covered the personnel problems within the agency and financial management 

and procurement. 

Since its inception in 1961, AID has undergone three reorganizations: in 

1972, 1978 and 1979 (See appendix A). The first of these predated the New 

5/ Task Force Report for the Administrator, Agency for Internstional 
Development: Organization and Structure of AID. October 1977. {Referred to 
hereafter as the Babb Committee Report. 
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Direction. mandate. The la.t had a. its purpoae the consolidation and improved 

coordination of various u.s. Government foreign aid activities under the new 

IDCA aDd reflected little or no conaideration of the New Directions approach. 

The 1978 reorganization, however, waa carried out partly to achieve the objec­

tives of the New Directions mandate. Many of the Babb Committee recommenda­

tiona were approved by the AID Administrator. Among the changes instituted 

with the aim of supporting New Directions strategy more effectively were the 

establishment of a new Bureau for Private and Development Cooperation with 

responsibility for encouraging increased participation of private and non­

governmental institutions and the strengthening of the role of the Geographic 

Bureaus by the transfer of selected country and regionwide programs, and 

aaaociated staffs. 

Following Gilligan's resignation, Administrator Douglas Bennett (November 

1978-January 1981) continued Gilligan'. decentralization policies while also 

making the adjustments necessary within the Agency as it was moved from the 

Department of State to the newly created International Development Cooperation 

Agency. Because of his background and experience within an AID mission, 

Bennett enjoyed more support from the field missions than most AID administra­

tora. One of Bennett's major concerns was with evaluating the impact of AID 

projects. Towards this end he devoted considerable time and energy to the 

strengthening of the Office of Evaluation and what came to be called Bennett's 

Impact Evaluation studies. 

3. CURRENT AID PROGRAM RESPONSIBILITIES AND STRUCTURE 

AID. in 1981. administer. development assi.tance. the Economic Support 

Fund. (formerly called security supporting assistance). and the Food for Peace 

87-392 0 - 82 - 19 
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Program. Policy responsibility for Title 1 of the Food for Peace Program re-

sides within the Department of Agriculture, while Title II programs are coor-

dinated by IDCA, and administered by AID. The AID agency consists of eight 

bureaus and nine program offices which operate through some 62 missions located 

within the countries receiving development assistance or economic support funds. 

These missions are supported by regional bureaus in Washington. 

Within the AID Washington He~dquarters, the Bureau for Policy and Program 

Coordination (PPC) coordinates policy and oversees agency management of those 

policies. However, because different programs have different constituencies, 

different histories, and differential access to Congressional support, in 

acutal practice PPC is only primus i!!!!!. pares in policy making. Regional 

bureaus exercise considerable autonomy over policy choices, arguing that 

differences in the factors of underdevelopment vary with regional characteris-

tics. And some field missions have had more influence than others on policy 

optioGS and practices because of their leadership, their roles within their 

bureaus, and the strategic importance of the country concerned. Writing about 

the "inner environment" of technical assistance, an observer of the Agency 

has said that technical assistance agencies in general are not coherently 

programmatic with clear bureaucratic line. supported by staff.!! Rather, 

he argues, they have many interdependent components held together by shared 

concerns, rules, inertia, and some positive integrating mechanisms, like 

programming processes. According tn Siffin, this environment gives rise to 

the bureaucratic "entrepreneur" who seeks friends at court and assemble. 

muscle for his part of the organization. Policies in organization. like 

6/ William Siffin, "The Inner Environment of Technical Assistance Agencies," 
(PASITAH, Indiana University, 1979). 
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AID are often a negotiated set of positions. In varying degrees, those 

with conflicting interests will interpret policy premises differently. 11 

Their success in doing so is a function of their access to resources 

within the organization. 

In any organization, some creativity is required to do that which the 

organization espouses but does not consistently reward. AID's structure and 

systems espoused New Directions but in many cases did not consistently reward 

those who labored on programming New Direction projects. !/ 

4. THE PROJECT DESIGN AND IMPLEMENTATION PROCESS 

The New Directions mandate opened a new era for AID. Prior to the 

mandate, projects often dealt with large infrastructure undertakings such as 

dams, roads, large public works, and agricultural research and development. 

These projects were conceptualized and designed on the assumptions of the 

economic development models of the 1950s: that growth would trickle down, 

that capital investment was key, and that increasing social and economic 

inequity was likely. 21 The New Directions changes implied significant 

differences for project design and implementation. 

7/ For a good summary of organization theory with special attention to 
the issues of compliance and organizational behaviors, see Heginbotham, Stanley. 
Cultures in Conflict: The Four Faces of Indian Bureaucracy. New York, Columbia 
University Press, 1975. For a discussion of organizational behavior generally, 
see James, and Herbert Simon. Organizations. New York, John Wiley & 
Sons, 1958, and for a discussion of types of bureaucratic behavior see Downs, 
Anthony. Inside Bureaucracy. Boston, Little Brown and Company, 1967. 

8/ Judith Tendler's book, Inside Foreign Aid op. cit., contains a detailed 
analysis of the ways in which AID's incentive system does not reward espoused 
organization goals and policies. 

9/ For a summary of these models see Michael Todaro, Economic Develop­
ment Tn the Third World (London: Longmans, 1977). James Weaver and Kenneth 
Jameson, Economic Development: Competing Parables, Development Studies Program, 
Occasional Paper No.3 (Washington, D.C. AID, 1978). 
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a) Heeting Basic Human Needs. Among the differences the new approach 

entailed was that New Directions projects were to attempt to meet poor 

peoples' needs directly. An assumption was that meeting these needs would 

improve their potential for productivity and thus increase their chances 

to meet their own needs in the future. Their needs were defined to include 

food, work, shelter, and minimal health and literacy. The rural poor could 

only produce more if they had access to some land, water, animals, seed, 

and tools. And they could only produce more if they were healthy enough to 

get to those fielda and use those tools. Projects to address those factors 

would have to be designed differently from projects to build dams or highways. 

b) Participation. The legislation governin~ the agency had, since 1968, 

specified that the poor were to be participants in the planning and 

implementation of development projects. la/ That provision of the law 

took on greater significance with the New Directlons changes. Thus projects 

now had to be designed with some participation of the beneficiaries, and had 

to address their basic needs. To design projects in this new mode required 

knowing more about the people who actually lived in these countries, the 

constraints on their productivity, their motivations and behaviors, and some 

possible wsys in which their needs might be addressed. The Agency's technical 

skills in these areas were limited. Where previously one needed engineers, 

now aocial scientists were also required. 

c) Early Uncertainties in Project Design and Implementation. Just as 

there was ambiguity about the implications of the New Directions mandate in 

ita first few years, there wal also uncertainty about its specific implica-

tions for projects. Thus in the period immediately after 1973, little attention 

10/ Title IX. Foreign Assistance Act of 1961 as amended. The Office 
of ciVIc Participation dates from this legislative change. 
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was given to ~roblems of project implementation per se. Much more attention was 

given to clarifying the kinds of projects that met New Directions criteria, and 

how they were to be designed and negotiated with the host countries. Just as 

New Directions implied a shift among sectors and emphases within sectors, the 

new focus on relatively poorer countries involved a shift among regions. The 

legislation spoke of meeting the needs of the poor, the poor majority, and some­

times the poorest of the poor; organizationally, for the most part, this meant 

moving away from countries whose growth had moved them into the category of mid­

dle income, to those countries with large aggregations of very poor populations. 

It also meant establiShing missions in African countries, many of which had 

not previously had such mission. It meant finding people with expertise on 

these countries, and deploying agency technical personnel to these countries. 

And, most pertinent here, it meant designing projects which met the basic needs, 

especially of the rural poor, directly. Legislative changes in 1974, 1975, and 

again in 1977 added further specificity to the kinds of projects desired. They 

were to reach smsll farmers; increase small farmer access to the means of 

production; address problems of population, health, literacy, and pay attention 

to the problems of women. 

d) Current Design and Implementation Complexities. One of the processes 

which the Agency introduced in order to increase its capacity to reach the 

poor was the Country Development Stategy Statement (CDSS). The CDSS requires 

the mission to determine who are the poor within a country, why are they poor, 

and where are they residing? Following these inquiries, the mission is then 

to develop a strategy for reaching these people with its projects. Project 

design also requires that the project be socially and environmentally sound 

as well HS economically feasible, and financially acceptable. Project design 
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became increasingly elaborate with sophisticated documents a nd deta iled analy­

ses , argumentation, proof, and evidenciary requirements. 

In addition, it has at times been difficult to meet the r equirement that 

project8 be designed and conceived in a collaborative manner with the host 

country government, while also meeting the mandated goals favoring particular 

kinds of projects, (especially participatory small farmer projec t s in rural 

development, health, population etc.) When the host country government does 

not share the same commitment to basic needs pro j ects instead of large infra­

structure projects, this collaborative approach becomes complex to negotiate. 

Each bureau varied on the kinds of review prior to approval they would 

accept, but in all cases projects had to be reviewed and approved in their 

bureaus in AID Washington. Review panels cou l d raise a wide range of criti­

cisms and deny the project approval. The Africa Bureau Review process allows 

for the most bureau participation, but in so doing also threatens project 

designers with disapproval from unanticipated quarters. The Latin American 

Bureau restricts participation to those most immediately involved and aware 

of sector and country needs. 

Projects are designed in the field missions or within central bureaus. 

Host projects are designed in the field missions, usually by a design team, 

many of whose members are consultants hired to work on project design. But 

some projects are designed by officials within central bureaus who will then 

travel to missions in order to determine who might be interested in a parti­

cular problem within a particular country. 

In the field missions or central bureaus, project design has become so 

elaborate and complex that design work is considered the most prestigious and 

important work possible. It attracts the best skills within the agency and 
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consumes far and away the most energy and ability. As a result, it is no sur-

prise that within the agency the frequent complaint is voiced that project 

design work consumes too much talent and far too many resources. 

Agency management has not attempted to control this phenomena, in part 

because it is also constantly rethinking which kinds of activities are the most 

effective given the scarcity of resources. Agency management ltse l f t ends to 

lengthen design time because it adds other issues to be addressed at the design 

stage as it improves its understanding of what it believe. to be the causes of 

poverty. 

Project implementation, on the other hand , has not been seen as compelling 

in its complexity. Development management is not thought to be as intellectual-

ly challenging, but rather, it is thought to be rather like housework - - essen-

tial but not determining. It is assumed that pedestrian minds can work on the 

many project agreements, and little challenge comes in thinking through some-

thing like organizational and staffing arrangements and procurement planning. 

Less time and energy is devoted to these questions, and so they constantly 

resurface. When they do, they are given sOme attention, only to be neglected 

again. For example, the Office of Development Administration, which is one 

the major potential sources for support to a mission as it struggles with pro-

ject administration and implementation, has never been fully staffed and given 

adequate resources. Training courses in implementation were only designed and 

initiated in 1980 and do not appear especially thorough. 

e) The Project Process and the Budget. The project approval process is 

long, cumbersome, and unwieldy. III Prqjects take two years to be approved, 

III See letter to Administrator Douglas Bennet from Thomas C. Niblock, 
Mission Director, Indonesia and attached paper (20 pages), "Strengthening 
AID for the 1980's." See also Mickelwait, Swee, and Morss, New Directions 
in Development : A Study of U.S. AID. Boulder, Westview Press, 1979. 
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and usually another year before people are in the field t o begin to turn the 

project into reality. (See diagram I on the project process on the next page 

and the diagram on agency programming in appendix B. ) The l ength of time that 

approval takes is linked to "moving money· within the agency . ~I Only afte r 

a project is approved can it be moved to the . next stage -- the project pa per-­

and subsequently the agreement with the host country that the project will be 

undertaken. The signing of this agreement marks the moment when the money is 

obligated. 

It is important to a mission to move projects to the obligation point as 

fast as possible to insure continuing funding. Because past obligation levels 

become the foundations for future budget requests, it is important to show 

Congress that AID can obligate funds. Thus when mission directors scan 

available personnel for their missions, those who are good project designers 

and have outstanding records for obligating funds stand foremost in the queue. 

While implementation and monitoring of projects are the core of AID's reason for 

existence, they do not determine the future of the field mission as does "moving 

money " and thus they do not get the same attention. 

One of the characteristics of the current project implementation process 

is that those who design a project are rarely there to witness its implementa­

tion. Foreign service reserve officerr. are likely to be rotated away from the 

mission where they designed the project. If one is rotated away, there is no 

way to follow the project through the next stages of implementation. Replace­

ment project managers also know that the1r best career chances come through de­

signing new projects, not from skillful procureQent work in the implementation 

of ongoing projects. Tours of duty can be extended, but there are currently 

no special incentives to do so. 

121 Inside Foreign Ai d. op. cit. 
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The Economic Support Fund, previously called Securi ty Supporting As sis­

tance, goes to those countries of strategic importance to the United States . 

Since fiscal 1976 this program has passed development assistance 8S a percent 

of total foreign assistance. Project approval procedures are less demanding 

for countries categorized 8S Economic Support Fund countries. During the 

course of the interviews for this study, officials were asked about whether 

country mission directors had begun to perceive the ESF as a "fast track" 

on which to move money because of 1't8 less demanding approval requirements. 

Many responded that it was clearly easier to program funds under the ESF 

and thus any country which could persuade AID Washington would find movins 

money easier. The Philippines mission was siven as an example of one which 

had itself redesignated to come within ESF prosramming. Some officials sta­

ted that if the project approval process was not simplified, there would be 

increased pressures to have ESF serve a larger number of countries in the 

future. 

f) Contractors and AID Project Implementation. Development proje~t. are 

implemented throuSh a variety of actors, each of whom has different responsi­

bilities. AID normally implements projects through its field missions or 

regional offices. The person primarily responsible, the proje~t offi~er, works 

with a project committee at the mission and with the recipient country. On its 

part, the recipient country usually appoints a project officer to assume respon­

sibiUty for gettlnR the project underway, procuring suppUes, commodities, and 

necessary personnel. The AID project officer assists the host country project 

officer with the detsiled work of pro~urement and personnel. AID Washington and 

the regtonal bureaus provide support for the missions. Some centrally funded 

projects have contractors and consultants who work directly with the recipient 
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country . In these instances. a .ission official viII assist with the project, 

but the central bureau will aalume more of the implementation load. 

Today, it is accurate to 88y that most development projects are implemented 

by contractors vorking through a variety of contractual arrangements with AID. 

It is not possible to specify what percentage of projects are implemented by 

contractora because all project8 involve contractors at aome stage of their 

implementation. Some large projects involve contractors a8 early a8 the design 

stage. And, large projects will involve many different contractor. at different 

stage. in theif implementation. In addition, with the increase of co-financing 

of project aasistance, a project might also have mora than one donor, might have 

private voluntary organization contributions, along with other contractors. 

Few recipient countries can carry out .development projects solely with 

their own .taff. Host developing countries are short of skilled middle level 

managers who can be detailed to implement development projects. In addition, 

New Directions projects are often in those technical areas in which the hoat 

country is weak in terms of man.gement capacity, thua requiring more support 

from the AID mission. The focus on the basic needs of the poor. especially the 

rural poor, result. in projects in areas which are especially understaffed. 

Usually recipient countries will ask the AID mission to as.ist in identifying 

contractors needed to implement a project. 

The range of contractual arrangements by which implementation is under­

taken is very large. Unplementors may be individual., consultina firms based 

in Washington, commercial firma, universities. nongovernmental organizationa, 

private voluntary organizationa, or any of these groups or organizations baaed 

in host countries. The variety of contractual arrangements is equally large; 
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personal service contracta, or fixed fee contrac r. a , turnkey contracts, reimbur-

sable contracta, indefinite quantity contracts, and many other kinds of procure-

ment contracts. The management and planning of procurement is, in itself , very 

complex. A strong case can be made for the agency officials spending a greater 

portion of their time and abilities on improving the pl anning and management of 

procurement. 11.1 

In the last 15 years, AID has shifted from being an agency having 

significant operational responsibilities to an agency which largely plans and 

finances projects which other groups implement, and the agency monitors and 

evaluate.. Many members of the agency" staff were not prepared for this .hift. 

The agency undertook some training programs in an effort to reorient agency per-

sonnel and equip them for thia shift. But the change was significant and not 

without problems. The Babb Committee Report commented, for example, that it was 

a major policy change in the early 1970. to reduce direct hire employment and to 

use instead contract firma and other institutions for a major part of the deve-

lopment work of the agency. Some thought the move w •• undertaken to give the 

agency greater flexibility and broader base of prof.s.ional reaources. But as 

the Babb Committee report observed: 

The Task Force concluded, however, that the Agency hal 
gone too far in aome cases and haa contracted out much 
of the most important work. Project design and the 
monitoring of implementation are the core of AID'. 
buaine •• and not to have direct contol over these pro­
ce •• e. ie questionable and very ri.ky. !if 

ODe of the riake in thia approach is that many of the contractors charged 

with implementing New Direction. projects were not committed to New Directions 

111 GAO Report to Congress, ~ ~ !!!. Dealing !!ll!!. Project Plannin!! 
~ Implementation ~, July 15, 1980. p. 38-39 

!if Babb Committee Report ~. cit. pp IV-12. 
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policies. And, because of the nature of their relationsh i p to the agency . i t 

was not essy to hold them accountable for their lack of commitment . The agen-

ey's top leadership might have foreseen these issues and considered t raining 

programs for agency contractors. This proved difficult to do . Who would be 

gi ven 8uch training? Wouldn't such training involve narrowing the field of 

potential contractors since those not trained could allege unfair advantage 

given to those who had had such training? A pandora's box of issues is in-

valved in training contractors. Yet, if they are the implementors , their 

independence from policy guidance is unacceptable. 

Consider, for example. a large university which undertakes a contract 

to do title XII agricultural research and development. Universities have 

their own organizational imperatives. And while some of the university people 

involved in the AID contract migbt find it interesting tbat AID is committed 

by New Directions to working, for example, with small farmers to enhance their 

productivity, the university is more interested in getting its people out to 

the field and addressing researcb problems witb a future pay-off for their 

departments. The AID mission official who works as the project manager is in 

control primarily when writing the .cope of work and approving contractor 

salary researchers. He can also intervene with amendments, or raise queries 

as the work progresses, but his influence during actual implementation is 

limited somewhat . Besides, the university may have usable clout witb its 

Congressman and Senators; thus at times the project manager1s effective control 

is doubtful. lJJ 

15/ Some of tbose interviewed claimed that there were many instances 
in wh~h they had tried, for example, to guide private voluntary organizations 
which were implementing projects only to have a series of phone calls later 
reminding them that a Congressman interested in that PVO was concerned tbat AID 
"interfered in the PVO's implementation of the project." 
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i) Proble ... Arising froOl the Emphasi. on Contractors as Implementor •• A. the 

agency shifted from being a relatively operationa l agency to one which planned, 

financed, and monitored projects, vork styles and incentives for performance in 

the field changed. For some of the older agency hand., especially the technical 

specialists, this was not an easy ehift. Those accustomed to working directly 

with farmers, for example, found that they were being retrained to manage and 

monitor contractors -- quite a different role with different expectations and 

rewards. Some agency training programs were designed to equip existing staff 

with the new skills they would need. For some, the training was successful; 

for others it was not. Some technicians quit. Those who found quitting diffi­

cult to do, and were able to avoid one of the many reductions-in-force, found 

themselves committed to what they considered to be Ie •• sati.fying work. 

Monitoring a contractor's work involves ¥Ticing a scope of work, visiting 

project sites, insuring that regulations are observed, and writing periodic 

report.. It also involves providing logistics and other support -- from finding 

generatorl for the contractorts refrigerator 88 he moves to the area, to 

ensuring that centrally funded visiting staff have vehicle. to reach the 

project site. 

Honitoring problems vary according to the nature of the contract, the type 

of contractor , hoot government perceptions, the size and .tyle of the AID field 

m18sion, and the relationship of the mission and the U.S. embassy, 4S well as 

that of the mi.sion in AID Washington. The simplest contract monitoring rela­

tionship. exiot with tho.e firms that have grown up in Washington in the past 

seven years which are wholly involved with development assistance work. On the 

other hand, some of the most complex monitoring comes with work und~rtaken by 

one of the land grant universities under a centrally funded contract partially 
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monitored in the field. Chart 1 below detail . some of the alternative pattern . 

in imple~entation through contractors. 

Chart I 

Hi 8.ion Characteristics 

1. small mission in 
small country 

2. s~all ~i.sion in ~iddle 
size country 

3. large ~ission in small 
to middle size country 

4. large mission in large country, 
but not especially strategic 

s. large mission in large 
strategic country 

Contractor Charact eristics 

1. slDall cDftUlercial firm; limited 
technical capacity 

2. minority owned consulting firm; 
good technical capacity 

3. large land grant univer.itYi 
good technical capacity 

4. large prlvnte consulting firm 
with full time staff; good 
technical capacity 

5. hoat country consulting firm; 
developing technical capacity 

As can be seen from Chart 1. there are many possible combination. in 

implementation relationships. There are also many additional factors that 

were not incorporated into the chart, but are important to the pracess. 

Four factors command attention: the quality of leadership and commitment 

provided by mission directors, the .trategic importance of the recipient 

country for long term security interests, the relationships among the 

Hi •• ion Director, the Embassy, and AID Washington, and the nature of the 

contract. 

Effective contract management, and careful monitoring of contractor 

performance is ~ost possible in large miasions <categories J. 4. and 5) 

but then the variety of contractor relationships is larger and more cumber-

some in these same missions. In some instances, there is more capacity 

within the host government and hoat country private sector for hoat 
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country contracting: India and Pakistan are examples. Oversight of 

hoat country contractors accustomed to different cultural and businesa 

practices impedes the quality of oversight. Even multilateral organizations, 

. uch •• the World Bank, which might have the additional leverage that their 

multinational statua provides, have found contractual oversight and monitoring 

of contractors to be controversial and difficult at best. 

ii) Implementation Difficultie.: Guidance. The major source of management 

guidance for AID officials i. the AID Handbooks. The Handbook for project 

management is Handbook 3, a detailed manual of 700 p~ge8 on project assistance 

fro~ formulatlon to evaluation. Indicative of problems in this area, however, 

is the fact that the chapters on implementation were not written until 1980 and 

as of early 1981, had not yet been released. As noted above, in large part) 

implementation for AID officials now means monitoring the work of others. 

However, the ~elay in writing the chapters on implementation does not mean 

that no attention wa. being paid to the problems of icplementation since 1973. 

Senior officials within PPC have studied the problems of implementation beginning 

in 1975. A management consultant, George Wing, was hired in 1975 to undertake 4 

major study of AID's project implementatioD, especially in light of New Direc­

tions mandate. Wing visited and surveyed a total of 44 missions and all AID/ 

Washington bureaus. He identified five mAjor constraints in implementing 

projects: problems with procurement, little AID management support for implemen­

tation, personnel and g·taffing inadequacies, lack of host country institutional 

support; and too little delegation between AID Washington and the field. 

iii) Implementation Difficulties: Procurement. Procurement and contracting 

regulations and procedures for AID projects are exceedingly intricate. As the 

Wing study concluded: "regulations are too restrictive with inlldequ.1te mission 

authority to approve waivers; procedures are cumbersome; host country contracting 
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ca pabi l ity i s we ak ; a procurement requ i re s a long lead time." JJ/ Several 

GAO s tudies have under scored each of theae po i nt •• 

One of t he procedure s whic h i llustrate s how procurement can become a 

bot tleneck i . the fi xed r e imbur sab l e contrac t. The fixed reimbursable 

contract requ i re s t hat the por t ions of the pro ject's work contracted out to 

hoat country f irms be on 4 f i xed cost bas is . The host country firma pay their 

employees a s t hey exec ute t he wo rk; upon comple t ion t hey b i ll the project 

manager who. i n turn, forvards b i l l s t o AID Wash ington . Host coun t ry contrac-

tara ar e o ften unwi l l i ng t o work on the se contracts 48 it res ult s in their 

waiting long per i od. to be pa i d. Fewe r firms a re wi l ling to bid on these 

contracts, and the contracting pr oce ss s l ows aga in a s t he mi s sion searches 

for po tentia l contrac tors. Countr i e s wi th hi gh inf l a tion r a tes wil l have 

even fewe r contractors wi ll ing to wor k on fixed reimbursab l e contracts. 

The As i a Bureau has found that the r equi r emen t s to use this ki nd of contract 

accoun t ed for a la rge part of their und isbursed funda -- that is, funds which 

were obligated but not acutally expended. 

Some cont ractors complain that AID f i eld officials are not a l ways as cur-

rent l y in f ormed about particular regulations as the contracting firms' W4shing-

ton headquarters. The Bureau for Program and Management Services (SER) has 

tried to respond to these probl~8 with training courses for AID personnel. 

Some Bureaus have given more emphasis to procurement planning and the prepara-

tion of waivers in the project approval processes. But the problem remains. 

The fact that few of the Agency's top managers have been in AID field missions 

16/ Memorandum: Wing Survey 1978 Project Implementation Constraints. 
DatedApril, 1980. Memo for Barry Sidman AAA!PPC/PDPR from Rufus Long PPC/PDPR! 
POI. 

87-392 0 - 82 - 20 
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for any extended periods means that they are un l ikely to know why these problems 

re~ain. Hence they are unlikely to understand how they might be rectified . 

Perhaps the best way to detail how procurement becomes central t o imp lemen-

tation is to quote extensively the example g i ven in 4 re cent GAO Report : 

"!.!!!. Dominican Republic 

In October 1974 J a project agreement for an agricultural 
sector loan was signed. A component of thlS project required 
about $350,000 worth of commodities for the professional educa­
tion sub-project. The project paper did not have a procurement 
schedule for these commodities. An October 10, 1975, project 
implementation letter stipulated that the host-country implemen­
ting agency is to develop a time-phased procurement plan no 
later than January 1976 for these commodities. In June 1976 
the implementing agency submitted a list of equipment needed. 
In August 1976, AID contracted with a procurement specialist 
to review the list. make appropriate revisions, and to assist 
the host country in preparation of procurement specifications. 
The consultant proposed. and AID mission concurred with, the 
folloiwng procurement schedule: 

September 30, 1976 

December I, 1976 

April 15, 1977 

Hay 15, 1977 

July 1, 1977 

Invitiation for bids 
advertised. 

Host country opena bids. 

Start of receiving equipment, 
clearing customs, and sending 
to uset"s. 

Users arrange for installation 
of equipment and training of 
personnel in operating and 
maintaining the equipment. 

Complete disbursement of fund. 
for commodities. 

AID approved the consultant'. schedule but did not 3dequ8tely 
evaluate its reasonableness. We were told that often it takes 6 
to 8 weeks for AID to proceS88 a proeurement waiver if not included 
in the project paper. Also, it is not unusual that shipments remain 
in customs for 5 months or more awaiting clearances. The schedule 
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make8 no allowance for a waiver and delays in c ustoms , i ndicating 
that the sources of the required procurements and othe r factora were 
not adequately considered. 

Our review showed that the following took place. The lmplemen t inE 
agency i.sued bid. for only two pieces of equi~ent in February 1977 
but experienced problems in handling receipt of t he equipment. AID 
decided in May 1977 to hire a procurement agent to review t he equip­
ment lists and recommend appropriate procurement action. In July 1977 
• contract vaa signed with the same agent to c arry out t he procurement . 
In August and October 1977 AID approved the equipment lists. Invi­
tations for bids for all remaining equipment were issued in August 
and September 1977. In October 1977 the agent advised the implemen­
ting agency that cost estimates prepared by the con.ultant WEre 
obsolete because old pricing information had been used. 

Following chronology involving two transactions for equipment 
needed for the completion of the project il l u.trates the difficulties 
in project procurement when adequate planning is not done. 

The procurement agent issued a purchase order in December 1977 
for a milking machine costing $8,576. The order stipulated delivery 
in 90 days. The machine was shipped in July 1978 -- 90 days late -­
but remained in the host country's customs until January 1979. In 
Hay 1979, when we visited the project site, thi. milking sy.tem was 
not operational because a minor part had not been shipped. 

In January 1978, the purchasing agent advised the 
implementing agency that a source waiver will be needed 
to purchase three spectrophotometers Manufactured outside 
the United States. AID approved such a waiver in July 
1978. The purchase order in the amount of $50,000 for 
this equipment was issued in September 1978. In May 1979, 
these items had arrived and were awaiting installation. 

As a result of these delays in ordering and receiving 
commodities and in completing construction of project com­
ponents, the project disbursement date haa been. extended 
for 2 year .... !ll 

AID mi.slon officials will add to .uch accounts . In a .eries of cable. 

responding to the African Bureau's request that missions consider what addition. 

17/ Compt roller General, Report to the Congre l ., AID Slow ln Dealing 
with Project Planning and Implementation Problems. July IS, 1980, pp. 22-24. 
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authority they would find usefully delegated, most responded that procurement 

re8ulations were crippling. !!l Consider this response from a mission : 

Currently mission directors of AFR have luthority to approve 
non-U.S. vehicle procurement up to $25,000 life of project. 
In East Africa where waivers are typically necessary due to 
the drive on the left rule, lack of U.S. spares, etc., $25,000 
will not buy two Land Rovers or other four wheel drive 
vehicles of the kind necessary to get a round. AID with 
approval of waivers takes at least one month. • •• the 
$100,000 ceiling for commodities per project in general 
is .•• cumbersOQIe. Missions are confused as to whether 
$100 , 000 waiver authority in the services category 
exists, Pursuant to Handbook II, Chapt. i , section 2.4.J(b) 
modified by State 26044 of 1/31/80. Hissions thought 
they had the waiver authority; REDSO office disagrees 
as they interpret State 26044 differently. 11/ 

Procurement policy and procedure have been carefully established in 

detailed regulations because of the suspicion that opportunities for 

corruption are ubiquitioU8 in AID programs. Corruption is a major threat 

to any public bureaucracy: those who work with dis.dvantaged people such 

as the poor, especially within developing countries, are perceived as 

especially vulnerable to corruption. Thus the agency has extremely detailed 

regulations concerning the use of contracta and procurement. 

There are 102 auditors in AID who audit projects with high Congressional 

visibility, a history of difficulty (e.g., P.L. 480, title II projects> or in 

certain developing countries where management skills are in short supply. New 

Directions projects are more vulnerable because they are more participatory, 

smaller seale, and the legislation required the collaboration of the host coun-

try government in their inception as well a8 implementation. Tight financial 

control works against making later changes in projects; New Directions projects 

18/ Package of cables from field ~is.ions in response to memorandum 
from GOler Butcher, AA, Africa Bureau, ~ept. 1980. 

ill Cable from Nairobi Hission, October 1980. 



305 

CRS-26 

are perceived aa needing more. not les8, flexibility to make changes. Also, 

it is asserted, the more controlled the project, the less participatory it 

i. likely to be. 

g) Project Evaluation. One of AID'. major effort. in the past two year. has 

been in tbe area of project evaluation. Congresslonal concern over the lack 

of evaluation by the Agency triggered this development. Responding to con­

gressional concern, Administrator Douglas Bennett, who was also convinced of 

the long run utility of improving the agency's evaluation capacity, •• ked 

that the agency produce 20-30 evaluation. of the impact of AID project. in 

the field. These impact studies would involve, among other techniquea, 

interviewing beneficiaries of the projects, and thOle involved in project 

management to a.ses. who received the the benefit. generated by the project •• 

In addition to the activities of the central Office of Evaluation Studie., 

each Bureau and mOlt milsions have an evaluation plan. There is a180 an evalua­

tion officer in each bureau. The AID memory bank ia being improved and now has 

2,000 older evaluations in it, although the quality of these analy.es is uneven. 

AID has de-empha.ized routine evaluation. and is trying to improve the quality 

of the evaluation done. Two major shortcoming. noted by many observers are that 

too l ittle financial/economic analysis i. done, and there is very little atten­

tion paid to management iasue •• 

Evaluation work ia expensive; the more careful and sophiaticated the 

techniques used in the acquisition and analysis of data, the more expensive 

the evaluation proce •• will be. AID set aside $425,000 in fiscal year 1980 

for the Office of Evaluation Studies. This amount was subsequently reduced 

to $262,000 when the agency faeed a severe operating expense problem in the 

aecond quarter of FY 1980. 
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A. of September 30, 1979 fieldwork had been completed on 27 projects in 

20 different countries. Some 66 AID personnel and 13 outside consultants were 

used to do these evaluation studies. The average cost per evaluation wal 

$17,000. Some program money, S8 well as operating expense money, was expended, 

a total of $420 million of United States assistance, was evaluated. The Office 

of Evaluation Studies has also been successful in winning support for evaluation 

from parta of the agency not previously interested in a central bureau having 

an evaluation role. 

Evaluation teams are usually made up of AID staff who travel to the pro-

ject sites, interview those concerned with the proJect, gather data. study 

available source., and draft a report which is signed and printed. Prior to 

the field trips, AID has held workshopa to train its staff in evaluation 

techniques and to insure that the field studies follow cammon guidelines. 

After a number of project evaluations in a sector is completed, a work-

shop is held on that aector to which miaaion and bureau personnel are invited. 

One purpose of the workshop is the dissemination of the findings. 

This process, has begun to develop a cadre of officials within the Agency 

who know how to do evaluationa. It has also demystified evaluation reaearch, 

and, for 80me, baa resulted in ita being far more readily embraced. 

Hany agencies have contracted for sophisticated external evaluation 

work at great coat only to find that people in the subject agency subsequently 

disregard the results. 20/ At least, in AID some of the officials who 

20/ See DiMaggio and Useem, "Decentralized Applied Research: Factors 
Affecting the Use of Audience Reaearch by Arts Organizations." Journal of 
Applied Behavioral Science, 1979. Vol. 15, No.1. pp. 79-93, and Dunn and 
Sweirczek "Planned Organizational Change," in Journal of Applied Behavioral 
Science, 1977. Vol. 13, No.2. pp. 135-157. 



307 

CRS-28 

par t icipated io the evaluation process have been promoced to po. itions of con-

aiderable responsibility, 80 the activity is not functioning 88 an impedimen t 

to career advancement. On the other hand. the evaluation process i. still 

considered a staff support function and fev of the re . ult. of this proce •• 

are integrated back into line decision making -- either about programs or 

about promotions. One concern expressed in support of this reluctance ia 

that it might be unvi.e at this point to give too great weight to the opinions 

of a newly establi.hed activity in line decision making Dr in the sgency'. 

management system. 

There are currently few incentives within AID for officials to gain by 

taking into account the findings from evaluation. There are almost no inc en-

tive. for officials to do, or learn about, evaluation work in their area 

of interest. Much of the success of the Office of Evaluation Studies has 

depended upon the persua.ivene.s of it. leadership. 

To be effective, incentives promoting evaluation would have to be more 

fully integrated into project management and the Agency'a personnel system. 

To do so, the Office of Evaluation Studies would need greater funding and 

staffing more adequately to address monitoring functions. Also, the personnel 

performance evaluation system might be modified to consider how officers who 

produc, quality evaluation products could get commendation in their performance 

evaluation reports. III When thoae working effectively on evaluation are 

rewarded with good performance evaluation reports t awarda. or promotions, the 

agency viII be on the road to creating an effective evaluation system. 

211 Memorandum from Bill Anderson to Bob Berg, Office of Evalua­
tion,AID. "Improvina Incentive. for Using Evaluations." 
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Ill. C. CHANGES IN PERSONNEL, RECRUITMENT, AND TRAINING POLICIES 

1. INTRODUCTION AND BACKGROUND 

The New Directions legislation, calling for sweeping change. in overall 

strategy and project focus of U.S. development aid, entailed major adjustment. 

for AID in the areas of personnel, recruitment, and training. 

The legislation itself did not dwell at great length on the staffing impli 

cations of the New Directions approach, leaving details of fulfilling the intent 

of Congress to the AID Administrator and his management officials. 

However, Congress did express ita views explicitly. if briefly, on two 

points of direct relevance to AID's personnel policy. First, although staff 

size had been reduced sharply during the period from 1968 to 1973, AID was urged 

to continue the process as a means of achieving a leaner and more efficient or­

ganization. Of particular concern to Congress was the need for fewer AID staff 

in the Washington headquarters compared to those in the field. Second, AID was 

to place greater emphasis on the use of private and voluntary organizations 

(PYOs) a8 well as groups and individuals within the aid recipient countries in 

the implementation of development projects overseas. 

Implications for AID staffing went far beyond the express wishes of Congress 

mentioned above. The new mandate called for a significant shift in sector and 

geographical emphasis. Emphasis not only on the poorer of the less developed 

countries, but the poorer segments of society within each of those countries. 

Furthermore, AID's staff involvement was to be geared, increasingly, to­

warda project management, coordination, and evaluation, rather than direct in­

the-field implementation--the latter being assumed, for the most part, by PYOs 

and other contracted parties. This change in task orientatioL required skills 

not generally found in large measure among AID's staff at the time. 
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AID management had at its disposal two broad categorte s of act i on for re -

structuring its personnel to meet the demands of the New Direetlons legisla t i on. 

It could fire outright. or otherwise facilitate the exit o f ex i s t ing staff and 

then proceed to recruit new people with the desired qua l ifica tions. Or it could 

retain and retrain existing staff in order that they mi ght carry out effect i vely 

the New Directions mandate. 

During seven years 1974-1980 AID management pursued a mix of these two 

approaches. At the outset the Agency moved aggressively to decrease "surplus" 

personnel through reductionl-in-force (RIF). as well as by other less drastic 

means. thereby opening positions to be filled by newly recruited staff. Later, 

the greatest emphasis was directed toward retraining and educating AID profcs-

sionals already on board. Throughout the entire period there has been increasing 

reliance on PYOs and nost country groups and individuals in program implementa-

tion. The following two sections of this paper will examine in greater detail 

these two personnel oriented facets of AID's response to the congressional mandate. 

2. IMPLEMENTING THE NEW DIRECTIONS POLICY: FIRST STEPS 

In early 1974 AID management concluded that a thorough restructuring of 

its staff wal necessary. Major factors leading to this conclusion were: 

--the changes in the Foreign Assistance Act of 1973 requiring 
adjustments in both skills and numbers of employees in the Agency; 

--program reductions in a number of countries, such as Brazil, 
Turkey, Indonesia J Ecuador, Nigeria, and Korea; 

--centralization within AID Washington of certain operational 
support functions, such as engi~eering, contracting, procure­
ment, and personnel; 

--diminishing involvement in Vietnam; 
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-- legislation abolishing AID's public safety responsibilities; and 

--con t inuing congressional concern about the size and composition 
of AID's U.S. employee work force, particularly those assigned 
to the Washington headquarters. 

The New Directions change in development strategy was only one of several 

factor s. However, the new mandate had a major impact on AID post-1973 personnel 

policy because it specifically called for increased use of private and volunta r y 

organizations (PVO) and of recipient country groups in implementing AID develop-

ment projects; and significant shifts were made in . ector and geographical 

~riority/emphasis in the selecting of AID development projects. 

AID management a180 concluded that the prompt and successful restructuring 

of its staff could not be achieved through reliance on normal attrition alone. 

In view of the above conclusions, AID Management decided in June 1974 to 

establish a task force to identify potentially surplus posit i ons in Washington. 

In July 1974, a "freeze" was imposed Oft Foreign Service promotions . Then in 

August 1974, a major survey of Civil Service positions vat initiated to assure 

proper position classification .• 

After considering the results of these steps, AID management concluded 

that Reduction-in-Force (RIF) procedures presented the only effective means of 

meeting its responsibilities to Congres.. In its 1975 congressional presentation 

document, AID management stated that it decided to undertake a serie. of RIFs 

only when it became apparent there was no viable alternative. It pointed out 

that RIF. are traumatic, expensive in the short te~, and operationally disrup-

tive. It claimed that, in the conduct of these processes it had not only com-

pli~d with the letter and spirit of applicable laws and regulations, but had 

exerted and was continuing to exert, every reasonable effort to lessen the 

impact on all affected employees. Specific implemen:ing steps taken by AID in 

the early stages of ita staff reduction and realignment plan included: 

*U.S. Agency for International Development. Fiscal Year 1976 Submission 
to the Congress. Hanagement Personnel, Operating Expenses. Hay 1975, p. 10. 
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--impoling significantly reduced manpower ceilings to be achived 

during FY 1975 and FY 1976; 

--formally announcing the impending staff restructuring to al l 

employees in October 1974, providing a8 much advance notice 4S 

possible to permit its employees to as.ess their personal pl ans 

and future careers; 

--inaugurating a new personnel pl.nnina system in October 1974 

to review and determine, annually. in terMI of skills and grade 

levels. the position requirements of each organizational compo­

nent of the Agency. Together with tightened controls on vacant 

positions this system wal to provide AID I
• management with effec­

tive continuing control over ita total manpower resources. both 

in Wasbington and abroad; 

-placing a general II freeze" on all personnel actiona in December 

1974 to assure equitable treatment of all employees who might be 

affected; 

--initiating four sequential Foreign Service reductions-in-force 

during the first year; 

--as a result of an intensive cla8sification survey completed 

in December 1974, downgrading many Civil Service positions; 

and 

--initiating a reduction-in-force of General Service employees in 

April 1975.* 

Special efforts to lessen the impact of the reductions-in-force on AID 

employees were undertaken. "Early out" discontinued service retirement, 

annuity authority was obtained from. the Civil Service Commission in November 

1974 to reduce the work force through voluntary retirements. These provisions 

permitted early retirement, on immediate annuity , of eligible employees 

whether or not they were reached by reduction-in-force actions. The resultant 

vacancie8 were used to retain employees who otherwise would have been separated. 

In addition, greatly strengthened employee counseling and outplacement services 

were made available; and where appropriate, employees were given additional 

training to update existing skills required by the Agency to carry oul: the new 

program directions established by Congress. Much of AID'. training efforts 

*U.S. Agency for International Development. Fiscal Year 1976 Submission 

to the Congress. Management, Personnel, Operating Expenses. May 1975, p. 11. 
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were directed toward developing the skills of IlAnagement and technical 

• peraoooel in puoning, deaigning, managinl, monitorinl and evaluaUnl 

priority projects iD the area8 of food and nutrition, population punnin8 

and healtb, hUllAn resource develop_nt, end development administration. 

Tbe training programs for AID employe .. emphasized tne following areea: 

--Development Studies; inter-cliscipl1nary programa in IlAnagement, 
end social sciences aimed at improving botb tbe analytic snd inter­
personal skills of AlD's Development Officers. 

--Project Hanage .... nt; courses dea1sned to improve skills in utilization 
of analytic techDiques required for successful project design, 
implementation, and evaluation, to assist AID managers operating 
111 cOlllplez overseas environment •• 

-AdvaDced Hanagement; revie., of contemporary theorbs of managellBDt 
for iDtegration with relevant behavioral science findings and current 
systems management techniques. 

Tbe following self-assesslIBnt .,as _de for tbe first year's affort at 

iDp1.menting tbe New Directions mandate: 

Tbe Agency's IlAnagellBnt belleves that it has taken all 
reasonable and effective steps during tbe past year to restructure 
its staff to levels and in clirectioDS conaistent .,Uh congresaional 
intent... Nonetbeless, AID'. management intends to persevere in ice 
continuing efforu to make whatever further edjustmentl in staff 
DWllbera and skills composition that may be necessary .,ith the objec:­
tive of creating a cadre of profeadonally competent develop_nt 
officers and 8upporting staff unrivaled anywhere iD the .,orld. !! 

1/ U.S. Congress. House. Collllllittee on Appropriations. Subc:ollllllittee 
on Foreign Optorations and Related AgeDcies. Hearings on Foreign Asaistance 
and Related AgeDcies Appropriations for 1976. Pan 3. 94th Congress, lat 
SessioD, Washington, U.S. Govt. Print. Off., 1975. p. 53. 
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3. FOLLOWING THROUGH ON EARLY INITIATIVES: AID'S RECORD* 

The most dramatic changes in AID's personnel, recruitment and 

training policies occurred during the two years in the immediate wake of the 

New Directions mandate. In subsequent years, the Agency's managers continued 

to review personnel policies closely and to make adjustments whenever it 

appeared necessary to better meet the requirements of the Congresaional mandate . 

a. RIFs and Reclassifications. As noted above, in October 1974 . AID 

initiated the first in a series of reductions-in-force (RIF) aimed at sat is-

fying the congressional desire for a leaner, more efficient organization . 

It should be emphasized that the RIFs were calculated to accomplish more than 

simply a reduction in the size of the Agency. For several years, up until 

1974, AID's strength had been coming down steeply to a large extent because of 

a reduction in AID'. Vietnam activities. The policy initially was to let 

attrition bring down AID's size without recourse to a RIF. However, this ap-

proach led to imbalances in the work force and excesses of personnel in occu-

pat ions which did not fit in well with the requirements of New Directions 

strategy. The decision was then made that RIFs would be necessary . At the 

same time, a classification review indicated that a large number of Civil 

Service positions would need to be downgraded. Staff reductions and adjust-

ments in AID were accomplished, for the most part, through a combination of 

four RIFs among Foreign Service employees and one RIF among Civil Service 

employees. 

During fiscal year 1975, a total of 114 AID Foreign Service employees 

were separated either through RIF actions or terminations of time-limited 

appointments. An additional 88 Foreign Service employees were either termi-

nated or RIF separated during the first 9 ~onths of fiscal year 1976, for 

*The principal sources for the information contained in this section were 
hearings conducted by the Appropriations Committees of the House and Senate 
during the period from 1974 to 1980. 
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a grand total of 202. While there were no separations of Civil Service 

employees carried out through RIF procedures, a total of 127 Civil Service 

employees were downgraded as a result of a RIP (86) and a classification 

review of AID Washington positions (41). Tables 1 and 2 indicate the extent 

of the forced separations and downgrading during fiscal years 1975-1976. 
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TAbLE 1. Forced Separations ot Foreisn Service Personnel !I 
(July 1, 1974 to March 31, 1976) 

Foreisn Service Reserve 

FSR-Il1 
\/2 
113 
04 
05 
06 
u7 
08 

Subtotal 

Foreisn Service Staff 

FSS-ol 
02 
03 
04 
05 
06 
07 
08 
09 
10 

Subtotal 

Total 

Urand Total fiscal years 1975-1976: 202 

Fiscal 
1975 

4 
11 
41 
32 
19 

1 

108 

2 

1 

1 

..l. 
6 

114 

Year 
1976 

2 
9 

24 
29 
15 

79 

2 

4 
3 

9 

88 

2/ Reductions-iD-force, terminations of time limited appointments, aad 
completion of assisaments. 

Source: U.S. Conaress. Senate Committee on Appropriations. Subcommittee 
OD Foreisa Assistance aDd Related Prosrams. DeariDS OD ForeiSD Assistance aDd 
Related Prosrams Appropriations for fiscal year 1977. 94th Consress, 2d Session. 
WashingtoD, Gave. Print. Off . , 1976, p. 406. 
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TABLE 2. Reductions in Grade for Civil Service Personnel 1/ 
(July 1, 1974 to March 31, 1976) 

Downgraded ~ 

froID to 

GS-1S G5-14 29 
13 3 

GS-14 GS-13 4 
12 1 

GS- 13 GS-12 6 
11 2 

GS-12 GS-11 4 
7 1 

GS-11 GS-10 6 
9 9 
7 1 
S 2 

GS-9 GS-8 7 
7 12 
6 3 

GS-8 GS-7 4 
6 2 

(;S-7 GS-6 2S 
S 2 

GS-6 GS-S ...i 
127 

3/ Resulting froID Civil Service reduction-in-force or classification 
survey of AID Washington positions. 

Source: Same as Tsble 1, p. 407. 
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The forced aeparations and downgrading that occurred during the early 

years of the New Directions strategy resulted in a short- term loss of program 

momentum and efficiency, according to testimony of AID officials. As explained 

by them during hearings before Congress, the widespresd changes caused by RIF. 

and other actions created not only morale problems, but, alao required a 

period of learning and familiarization on the part of individuals placed in 

nev positions. In addition, in many of the overaeas positiona vhere the staff 

members vere nov expected to have a language proficiency, language training 

waa necessitated. The reault of this last requirement vas that the overseas 

positions remained unfilled until the completion of the language training 

program. 

One of the unintended effects of the RIFs vas to change the age profile 

of the agency. Following the reductions in force, those with the greatest 

seniority remained in the agency. Entry level reCruiting was not stepped up 

until 1975. Thus, in the mid- 1970s, the agency had many aenior level people, 

and later some able junior level people, but very thin middle ranks. 

Another result of the RlFs was to create the image that the future at AID 

as a place to work in development vas limited. Multilateral organizations, 

especially the World Bank, paid higher salaries and were perceived as having 

greater career opportunities. The major adjustments involving RIFs and forced 

separations were completad, for the most part, within a relatively short period 

-- less than tvo years. In testifying before a subcommittee of the House 

Appropriations Committee on Harch 24, 1976, Charles A. Hann, Assistant Admin1a­

trator for Progrsm and Hanagement SerVices, stated that the "major impact" of 
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the reduction-in-force was past, and the overal l s i ze of AID's workforce was 

more nearly in line with anticipated requirements . il 

b. Early Retirement. The number of forced separations of AlU per sonnel 

during the 1974 to 197D period did not reflect the full impact of Rlr and 

reclassification proceedings. A number of the Agency's staff members either 

resigned in advance of forced separation or took the -early out" retirement 

opportunity provided to them. In November 1~74, a!V's management moved to 

obtain discontinued service retirement annuity authority from the Civil Service 

Commission. Fifey-six employees took advantage of this "early out" arrangement 

in the first year. 11 The resulting vacancies were used to retain employees 

who otherwise (on account of their relatively shorter period of service) would 

have been separated. 

c. Movement Toward a ~maller U.S.-Based Staff. In congress10nal hear-

1ngs held each bear year on U.S. foreign.aid legislation, a perennial question 

and matter of concern has been AlU's progress in reduc1ng the size of its 

U.S.-based staff. The concern predates the advent of New Direct10ns, but the 

latter, with its emphasis on small-scale, village level projects responsive 

to the needs of the poor and preference for decentralization of administrative 

control, added to the pressure on the Agency to show evidence of a reduction. 

In the early stages of the New U1rections shift (end of fiaeel year 1~74), 

AlD'. off1ces in the United States had 2,H72 American direct-hire staff. An 

dgency plenning "Report on ~!anpower en Operating Expenses," 1ssued in April 

41 u.S. Congress. House. Committee on Appropriat10ns, Subcommittee on 
fore1go Operations and Related Agenc1es. Hearings on foreign Ass1stance and 
Related Agencies Appropriations for 1977. Part 2. 94th Congress, 2d Seasion, 
Washington, U.S. bovt. Print. Off., 1976. p. 605. 

51 U.s. Congress. House. Committee on Appropriations. Subcommittee on 
Fore1gn Operations and Related Agenc1es. Hearings on Foreign Ass1stance and 
Releted AgenCies Appropriat10ns for 197b. Part 3 
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197" proJec~ed a U.S. direct-nire level of 2,~4u in ~ne Un1ted States by 

June 3U, 197&. TRis project10n was prepared prior to tnu Agency's progrsm 

terminations in Indocnina wnicn resulted in neavy cuts overseas, wi~n many 

s~affers returning to Wasning~on and swelling ~ne ranks ~here. In the wake 

of the U.S. withdrawal from Indochina, AID established i~s requirements for 

iY 1977 at a min~mum of 2,455 U.S. direct-hire employees in Wasnington--

liiteen nigner tnan for tne year before. ~ 

In february 1979 nearings; Chairman of the 1I0use Committee on Foreign 

Affairs, Clemen~ J. Zablocki, asked AID Adminiatrator John J. Uilligan what 

auccess the Agency had nad during tne past year in shifting a greater pro-

portion of its personnel from the United States to the field. In answer, 

0111igan pointed out ths~ there were 2,~uU staff members in the United States 

and 3,)00 overseas. He said tnat for FY 1980, AID was planning s U.S. level 

of 2,lHU and an overseas level of 3',)uu. Thus it can be seen that a continued, 

but modest downward trend in staffing was taking place. 

Representative Lee H. Hamilton then asked 1f it would help to have a con-

gressional amendmen~ 8e~~ing a specific level or ra~io be~een U.S.-based and 

field personnel. In answer, Uilligan defended AID Washington's existing level 

and argued strongly that it should not be reduced further. ~illigan stated 

Last year 1 created a special tasK force to find a means of 
making further reduc~ions in ~he Washing~on staffing levels. My 
~arget level was a s~aff of ~,UOO versus the 2,lHU we are DOW 
planning for ~~ 198U. After months of study and debate. 1 became 
convinced that further reductions were not practicable . There are 
many functions which of necessity must be carried out in Washington. 

&/ ~.~. Congress. Senste. Committee On Appropriations. Hearings On 
foreign Assistance and Related Programs, Appropriations for fiscal year 1977. 
April-Hay 197&. pp. 8bo-8bl. 
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These include certain key functions, such as policy formulation, 
P.8rsonnel management, financial management, data manaKement, and 
legal oversight. ~lany leKislated requirements involving t.EO, tl1n­
ority Business, Title XlI, etc. from a practical viewpoint, must be 
managed from Washington offices. In addition, some functions such 
as Foreign Dissster Assistance, American Schools and Hospitals 
Abroad, contract management, and research and developments are more 
economically administered out of Washington. These functions 
combined require a certain minimum staffing, which I believe we 
have now essentially reached. II 

Although the number of u.S. direct-hire employees based in the United 

Statss has decreased modestly during recent years, more Americans still 

work in this country rather than sbroad. Attention has been drawn to this 

fact frequently by Members of Congress during testimony on AlU legislation. 

t"or example, in March 1977, Clarence Long, Chairman of the House Appropria-

tions Subcommittee reviewing AlD's budget request, pointed out thet b, 
percent of all u.s. nationals employed di~ectly by AID were "right here in 

Washington" and only 35 percent were working overseas. This large proportion 

of U.S. direct-hire staff in the United States has been, according to AlD 

officials, a logical consequence of New Directions strategy and its emphasis 

on utilizing more contract and foreign national employees in implementing 

development aid programs at the grass roots level. 

71 u.s. Congress. House of Representatives. Committee on Foreign Affairs. 
beari;gs on Foreign Assistance Legislation for fiscal yearl 1980-81. Part 1, 
February 5, &, 7; March 9, 14, and 21, 1979. pp. 317-318. 
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tAllLl:. 3. AID u. S. DlIU.Ct-1I1RE LOl:AtED J.IIROAD AllII 111 tIlE UtUrt:D StAtES 
(permanent/full time at end of fiscal year) 

1972 1973 1974 1975 1976 1977 1978 1979 1980 

Overseas II/A N/" 1,847 NtA 1,279 1,342 1,449 1,504 1,472 

United States iliA N/A 2,872 N/A 2,427 2,329 2,200 l,2.l3 2,112 

totAL 5,792 5,105 4,719 3,966 3,706 3,671 3,649 3,727 3,~84 

Source: u.s. AID Annual presentation documents to Congress : 1973-1981 
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d. Expanded Use of Foreign Professional Staff. In the years following 

the 1913 New Directions mandate, AID expanded its use of foreign nationals in 

professional staff positions overseas. The purpose served by this increased 

reliance on foreign national employees wss, primarily, to reduce personnel 

costs through employment of qualified individuals at salary levels appropriate 

to the host country rather than at U.S. salary levels, and to respond to the 

New Directions legislation which called for increased participation of host 

country institutions and individuals in the implementstion of U.S. development 

aid programs. 

In addition to hiring foreign nationals directly, AID also provided funds 

indirectly through its contract operations for the hiring of foreign nationals. 

In testimony before Congress on Karch 21, 1919, AID's Administrator, John J. 

Gilligan, responded as follows to a question concerning the extent of the Agency'. 

use of foreign nationals 

We are making a concentrated effort to bring more foreign 
nationals who have qualifications to carry out the kind of pro­
jects that we have in the operation.... 1 have been impressed 
by what we are doing at the present time. For instance, of all 
the people we have working for AID who are directly or indirectly 
funded by AI» money flowing out of the United States Treasury to 
our overseas posts, 12 percent of thew are foreign nationals, 28 
percent are American. !I 

In January 1980, just prior to the Administator's testimony to Congress, 

AID issued a report besed on e comprehensive review of the A¥ency's use of for-

eign nationals. The major conclusions of the report were first, the great 

majority of reporting missions reported increased use of professional or semi-

professional foreign national employees dur1ng the past four or five years. 

81 
Fore1g" 
Related 
1919. 

U. S. Congress. House. Committee on Appropriations. SubCOmmittee on 
Operations and Related Programs. Hearings on Foreign Assistsnce snd 
Programs, Appropriations for 1980 •. 96th Cong., 1st Sess., Part 4, March 

Washington, U.S. ~ovt. Print. Oft., 1919. p. 841. 



323 

CRS-16 

Foreign nationals were also being given increased responsibility in both 

.pr ogram and technical positions. Second, most of the missions did not take 

issue with the Agency practice of excluding foreign national. employees from 

policy formation, representation, and supervision of U.S. citizens. Third, 

in making greater use of foreign national staff, three constraints were cited 

most often: <a) limitations on the compensation AID could offer, particular­

ly at the higher levels; (b) shortages of some needed skills in the local 

market; end (c) personnel ceiling limitations imposed from Washington. !I 

An estimate of the cost savings from the use of foreign nationals instead 

of Americans waa provided to Congreaa by AID in mid-1979. The savings, including 

the difference in salary, benefits and support costs, was estimated to be approx­

imately $Z4,5VO per person each year. l£V 

Coat savings was only one important consideration in the decision to rely 

heavily on foreign national employees. As Representative Clarence Long explained 

during hearings on the subject: "I think we can greatly improve the effectiveness 

of the [AlD) program, the acceptability of the program to the country and reduce 

the costs, end maybe do a better job because these people ought to be intensly 

interested in developing their own country." 11/ 

While the number of foreign national professionals hired by AID increased 

over the years from 1973 to 198U, the overall number of foreign staffers, both 

professional and non-profeSSional, declined sharply. As the following chart 

!I Ibid., p. 1148. 

101 1 bid., p. 1149 • 

.ll! Ibid. 
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shows, the number of al l f oreign nstionsl staff fell from 5,927 in 1972 to 

.only 1 ,861 in 1~8U--a 69 percent drop. these two non-conforming trends caused 

confusion during congress i onal hesrings on AlU's budget. When questioned sbout 

the mat t er, the ~gency ' s Administrator, Douglas J. Bennett, Jr. replied: 

Let me explain: ther e has been a 29 percent decrease 
lfrom 1977 to '191H) in the support staf f of foreign nationals, 
but an 18 percent increase in the professional staffs. What 
we are doing is shifting away from drivers and charwomen , that 
sort of thing, and bringing in increasing numbers of proies­
sionally trained local employees. 12/ 

tAllLE 4. AID 1.I1RECT-IURE PERSONNEL 
(permanent/full time at end of fiscal year) 

197:t 1973 1974 1975 1976 1977 19711 

U.S. listionals 5,792 5,105 4,719 3,966 3,706 3,071 3,649 

Foreigu Nationals 5,927 5,UU3 4,242 2,219 2,U45 2,U41 2,lU6 

totAL 11,719 10,lUII 8,961 6,185 5,751 5,712 5,755 

Foreign Nationals as 
Percent of total 51 5u 47 36 36 36 37 

Source: U.S. AID Annual presentation documents to Congress: 1973-19111. 

1979 

3,727 

2,026 

5,753 

~5 

12/ u.s . Congress. House. Committee 
on Foreign Operations and Related Programs. 
Related Programs, Appropriations for 1981. 
Washington, U.S. ~ovt. Print. Off., 1980. 

on Appropriations. Subcommittee 
Hearings on Forei~n ~sistance and 

96th Cong., 2d Sess., Part 1. 
p. 110-111. 

1980 

3,584 

1,861 

5,445 

34 
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e. Reliance on Outside Private Contractors. While AID has maintained 

a productive relationship with private and voluntary organi&ation6 (PYOs) for 

many years, their role was generally thought of as primarily hmanitarian and 

somewhat outside the Agency's central concern wi th development . However, over 

time, a few PYOs have become increaSingly involved in foreign development 

assistance activities . In 1973, in connection with the New Directions mandate, 

the Congress stated that U.S. development aid· • should be carried out to 

the maximum extent possible through the private sector •••• " Accordingly, 

AID moved to strengthen its ties to the PYOs and their ability, with AID sup-

port, to carry out assistance projects in the form of grants and/or contracts. 

To be eligible for AID support, PYOs had to demonstrate that they had manageri-

al competence in planning and carrying out development aid projects and that 

they would practice mutually agreed upon methods of accountability for funds 

and other assets provided by the U.S. Government. These funds were used to : 

(1) finance the implementation of approved programs and ~rojects in less 

developed countries, end (2) strengthen the capability of the PYOs to plan, 

design, manage, and evaluate development programs and projects. 13/ 

More specifically, AID assisted PYOs in the following ways: 

-- Development Program Grants encouraged PYOs to improve their capabil­
ities and skills in planning, designing, managing, and evaluating 
projects. 

Operational Program Grants were provided to help PYOs undertake 
specific development projects overseas. 

lnatitutional Support Grants assisted PVOs to meet costs of operating 
international programs. 

13/ U.S . Congress. Senate. Committee on Appropriations. Hearings on 
Foreign Assistance and Related Programs Appropriations for Fiscal Year 1975. 
93rd Congress, 2d Sess., February-l~rch 1974. Washington, U.S . Govt. Print. 
Off . ,1974. p. 687-688. 
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-- Through a process of registration and validation, PVOs became eligible 
for additional funding or help in the form of (1) ocean freight reim­
bursement, (~) P.L. 480 Title 11 commodities, and (3) excess government 
property. 

AlD also sponsored a variety of workshops, seminars, and symposis for PVOs. 

AS a result of an Appropriations Conference report recommendation, AID 

established in 1977 a registry of PVOs eligible for U.S. development aid grants. 

Inclusion in the registry qualified an organization to seek funds or other forms 

of support from the Agency. 

beginning in 1978, a new "matching grants" category of assistance was 

created, whereby AID matched the cost of up to $1 million of a PVO's overseas 

program. The purpose of the matching grsnt· program was to support those PVOs 

having proven field experience to carry out development programs consistent 

with AlD's legislative mandate. These grants were dasigned to generate 

increased privata resources for developing countries. They had to be field 

oriented and deal with a clearly identifiable development program within 

specific functional and geographic areas. 

The level of funding for PVOs has increased greatly from 1974 to the end 

of 1980, and so has the aumber of development specialists associated with AID 

indirectly through the contract and consultant link. In the summary volume 

of its 1981 congressional presentation document, AID viewed the PYOs as valu-

able members of the foreign assistance community because of their demonstrated 

capacity for mounting direct people-to-people and self-help development in1ti-

atives abroad, consistent with the Agency's mandate to meet the baSic human 

needs of poor people. In the proposed Carter budget for FY 1982, AID officials 

also spoke of the extensive and varied support provided by the Agency to the 

PYOs. 

For FY 1982 AlD requests $295 million to support PYO programs, an 
increase of $77 million over the comparable FY 19dO level. Of tha 
requested amount, $236 million is funded from functional development 



assistsnce, $~u million from other development accounts, including 
International Disaster Assistance, american Schools and Hospitals 
Abroad and Sahel Development Program and $39 million from the 
Economic Support fund. The FY 19ij2 program espansion relects AlU's 
commitment to increase the involvement of the PVO community in 
planning and implementing overseas development proKrams. lil 

f. Uevelopaent Studies Program. At the start of New Directions, AI» 

was urged by the Congress to see that "every Alu professional employee with 

any effect on the planninK, programming, implementation or evalustion of the 

Agency's development aid programs be thoroughly exposed to the basic ideas 

behind the reforms." 11/ This orientation requirement was, and continues to 

be, fulfilled by AID through the issuance of policy statements and guidance 

papers intended to explain and support implementation of the congressional 

mandate. Heetings, conierences, and seminars have also been held to convey 

the essence of the reforms to the Agency's staff. 

from the outset, Alu's training operation was utilized as a means of both 

orienting and educ4ting the staff. ~x1sting programs -- such as the MlUS 

course at Syracuse, the project management seminars, the Brookings Institution 

and North Carolina University environmental training program -- were adapted 

to reflect the new thrust in U.S. development aid strategy. The most ambitious 

and visible training effort in response to New Directions has been ALO's Devel-

opment Studies Program. loitiated on Hay 12, 197~, this twelve-veek program 

was designed to produce more highly qualified project development officers 

out of the Agency's mid-level existing staff. ~neralis~s had their expertise 

14/ U.S. Agency for lnternational Development. Congressional Presentation 
Documents for fiscal Year 1982. Kain Volume. Washington, U.S. ~OVt. Print. 
Off., 1981. p. 142. (Proposed Carter Budget) 

151 U. S. Congress. House. ~ommittee on International Relations. Imple­
mentation of New Directions in Development Assistance. Report prepared by 
the agency for International Development. July 22, 1~7~. 94th Congress, 1st 
~es8ion , Washington, U.S . ~ovt. Print. off., 1975. P. 2~ . 
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in technical areas deepened, while technicians learned management skills. 

~s explained in testimony before the House Appropriations Subcommittee: 

This [program) is designed to provide access to contemporary analyt­
ical techniques and to give a more complete understanding of inter­
disciplinary approaches to development. The program covers 12 
intensive weeks, emphasizing the relationships among economics, 
other social sciences, and development sectors, and bringing out 
the implications of theae relationships for project design and 
management. We plan to train approximately 100 key employees in 
this program annually. l!! 
However, by the end of 1980, AlU had trained only 154 mid-career 

officials. Some of the sessions of the Development Studies Program were 

cancelled when training funds were cut following reductions in agency 

budget allocations. 

In Novsmber 1976, AID initiated the Administrators' Development Seminar, 

a two-week course to enhance the capability of senior officers to plan and 

administer development assiatance programs. These seminars focused on major 

substantive, managerial and foreign relations issues germane to programs 

targeted for the poorest majority in developing countries. They provided 

the opportunity to bring together experienced AID managers and critically 

examine their efforts to develop and administer programs for the rural poor. 

The basic objective was to improve the design and management of AlD's programs 

in line with the New Directions strategy. This series of seminar8 was designed 

for officers at the levels of Assistant Administrators and Deputies, ~ission 

uirectors, Deputy Mission Directors, and Office Directors, and was limited to 

15 trainees for each seminar. 

16/ U.S. House. Committee on Appropriations, Subcommittee on Foreign 
Operations and Related Agencies. Hearings on Foreign Assistance and Related 
AgenCies Appropriations for 1977. Part. 2. 94th Congress, 2d Se8sion, 
Washington, U.S. Govt. Print. Off., 1976. P.606. 
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g. International Uevelopment Interns (101) . The IDI program was first 

instituted in July 1968, well before the impact of New Directions legis la-

tion was felt. However, it played an important role in the A~ency ' s drive to 

implement the new development assistance strategy . 

The lDl program is a two-year program designed to recruit, select, and 

train a highly qualified cadre of young professionals for the Foreign Service. 

As of IIsrch 1~8U, AlU bad hired 470 lOis and conducted 17 training classes. 

The retention rate of interns who completed the two-year training program Was 

78 percent for the period. The annual planned input of lDls into the Agency 

iD 1980 was set at six percent of the overeeas personnel ceiling for any given 

year. 

SiDce 1973, emphasis in recruitin~ interns bas been placea on those candi-

dates with New Directions type education and work experience, namely, in the 

fields of agriculture, health, nutrition, population, education, economics, 

financial management, business administration, and environmental planniDg. !II 

Generally, iDterna are brought on board with a specific country of assign-

ment and target occupational specialty . Training is individually tailored to 

provide interns with the knowledge and opportunity to understand end work 

effectively within AID's broad range of functions and activities. 

The two-year program begins in Washington with six to eight months of 

group orientation and study, language training, and on-the-job assignment to a 

regional bureau. The remainder of the program is conducted overseas at an AID 

mission. At the end of their two-year training program interns are assigned to 

regular positions and, complete the remainder of their overseas tour. 

17/ U.S. Congress. House. Committee on Appropriations. Subcommittee on 
Foreign Operationa and Related Programs. Hearings on Foreign Assistance and 
Related Programs, Appropriations for 1981. 96th Cong., 2d Sess., Part 1. 
Washington. U.S · Govt. Print . Off •• 1980. p. 113-114. 
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The figures in the following table indicate that the size of the lUI 

~rogram was not directly related to the New Directions changes. The size of 

the 1974 class was the largest of any year. with tbe exceptioo of 1969--which. 

ioteresting1y enough. also coincided with a major reduction-in-force effort. 

The appeal of the IDI program. undoubtedly. was that it provided an ideal 

mechanism for selecting and training staff to carry out the !lew Directions 

mandate. It alao served the Agency ss an effective means for recruitiog young 

people needed to establish a more balanced staff distribution by age and grsde 

level. Over a period of several years. Congress had expressed dissatisfaction 

at what it considered to be a top-heavy organization. 

TABLE 5. 1111 CLASS Sl:a: 

Class and Date Total tlumber 

1. July 1968 !I 
2. April 1969 18 
3. July 1969 39 
4. April 1970 15 
5. October 197U 13 
6. April 1971 16 
7. August 1971 12 
8. September 1973 23 
9. September 1974 53 

10. September 1975 42 
11. April 1976 36 
12. Septembar 1976 39 
13. April 1977 33 
14. October 1977 38 
15. August 1978 18 
16. January 1979 28 
17. July 1979 23 

Source: u.S. Congress. Bouse. Committee On Appropristions. Subcommittee 
on Foreign Operations and Related Programs. Hearings on Foreign Assistance and 
Re1atad Programs. Appropriations for 1~81. 96th Coag •• 2d Ses8 •• Part 1. 
Washington. U.S. uovt. Print. Of i •• 1980. p. 116. 
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h. Impact of Various Development Strategies on Recruitment and 

Staffing. The divergence of opinion which exists in AIU over alternative 

development policy strategies also has implications for recruitment and 

staifing. ~ow many agronomists, livestock experts, foresters, snd fishery 

experts are needed, and in what combinations, to support a given rural 

development program? If the emphaais is to be on improving small farmer 

access to the means of production, how many management experts, anthro­

poligists, and cooperative organizers would have to be added? If the project 

is to be integrated, that is to say, designed to include other sectoral 

specializations, the staffing question increases in complexity. The Office 

of Personnel works with these issues, but i. seriously handicapped in the 

absence of manpower planning--planning which needs to come from the top 

leadership in the agency. These issues were raised by the Rabb Committee 

report, which then considered how to reorganize AID in order to give greater 

emphasis to dealing with manpower questions. Three results of the Rabb 

Committee effort were: the establishment of an Office of Rural Development, 

the recommendation that a unified career service be created for the agency, 

and the appointment of a new personnel director. 

i. Complexities ~~~ Existence ~~ Separate Personnel 

Systems. The moat confusing personnel problem in AID is that the agency 

does not have just one career system but rather two different major 

systems and a third minor system. Employees are hired to work for AID 

as members of the General Service (GS), the Foreign Service Reserve (FSR), 

or the Administrstive Service (AD). Each system has different regulations 
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concerning promotion, benefits, and terms of service . In addi t ion, the 

.~neral Service and the Foreign Service Rese rve heve different unions. 

An effort to unify the two professional servicea , (is and ~S) proved 

unsuccessful despite several years of congressional interest and initiati ve . 

However, as a result of the Foreign Service Act of 1980, there has been a 

tightening u~ of the system. The somewhat confUSing and anomalous 

categories of Foreign Service Reserve officer and "domestic· Foreign 

Service officer beve been abolished, leaving a simpler system with two 

different and quite distinct services. Under the new arrangement, all 

Foreign Service officers are obligated to serve overseas, if and when 

required; Civil Service employees are not thus obligated. Steps beve been 

taken, under direction by Congress, to establish uniformity of compensation 

or salary levela between the two services . Previously it bed been determined 

that the Foreign Service was significantly under graded compared with the 

Civil Service. Alao, a single salary schedule has now superseded the two 

overlapping schedules that bed existed on the one hand for Foreign Service 

Officers and Administrative Service staff on the other. 

Within offices, the existence of different personnel systems with 

different promotion requirements adversely affects management activities. 

For example, line decisions on promotion sre governed under different 

rules for different systems, and are made by personnel panels influenced 

by many other factors other than programmatic success. 

Different personnel systems also beve a negative impect on effectiveness 

within offices in another respect. Approaching one's rotation to the field, 
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if one is a Forei~n Service Reserve officer, can create a "lame dUCk' 

.effect . On the ot her hand, the ~eneral Service employee cannot be 

posted to the field for prolonged stays, thuB reducing the flexibility 

of mission scaffing. Even more confusing, missions can hire personnel 

under Participating A~ency Services A~reement (PASA) contracts, but this 

involves yet another personnel system because PASA contractors work for 

U.S govermnenc organizations such as the Department of Agriculture and are 

on contract to alD. 

j. Generalist ~. Specialist Recruitment. While many modern organizations 

experience difficulties in balancing the needs for generalists and technical 

specialists in their staffing patterns, for few organizations is striking 

the balance more complex than for Atu. The agency is active in a broad 

range of sectors: population, agriculture, health, education, transportation, 

communication, and rural and urban development . Within each sector there are 

needs for technical specialists and generalists. 

~ew Directions projects require social science skills in areas in which 

AID had not done much hiring prior to 1973. Secause of the RIFs on one hand 

and the New Directions mandate on the other, a mismatch came into existence 

between the skills available and the kinds of analysis to be undertaken and 

projects implemented. For example, the Country Development Strategy Statement 

(CUSS), disscussed in Part IlIA above, required social science skills which few 

of the specialists or gener lists within tbe agency possesed at the time the 

CDSS was introduced. 

Trying to recruit employees with the mix of technical skills needed 

to implement the New Directions mandate was also a serious problem. The 

87-392 0 - 82 - 22 
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1977 Brookings Repor t observed: 

AlD lacks the number of technically trained qualified personnel 
r equi red to carr y out the New Directions. The reasons are 
numerous, ranging from the decline in younger, more recently 
trained professionals oYer the years, through reductions in 
force and a virtual halt in hiring, to the downgrading in 
past years i n the priority given to specific technical cap­
abilities and the unattractiveness of the agency to some highly 
trained people as a place to do challenginK development 'work. l!! 

The technical specialties needed were many, but the agency fell steadily behind 

in its capacity to attract the personnel needed. The numerical ceilings imposed 

by Congres6 and the MODE limitations imposed by the Department of State added 

to this difficulty. J1j 

One of the aspects of the generalist-specialist problem is that AlD has 

its own definitions of who is a technician and who is a generalist. Pointing 

to this situation, the Babb Committee report noted: 

Where else is an educator called a technician and an economist 
called a generalist? These absurdities may help explain AlD's 
recruitment problems. J:E! 

The 1977 Brookings Report, the habb Committee Report, and a more recent 

~AO study all pointed to the shortage of technicians in the Agency. In a 

stratified random ssmple survey taken by the Development Studies Program, some 

18/ ~ordon, Lester, et. &1. An Assessment of Development Assistance 
Strategies. Interim Report. Brookings Institution. AID Grant no. 172l-720~35. 
October 1977. 

19/ MODE wss the acronym for Monitoring Overseas Direct Employment, a 
Nixon-administration program intended to control the number of direct-hire 
U. S. employees of all agencies working overseas. 

20/ Agency for International Development. Task Force. Organization and 
Strucc,;re of AID Task Force Report for the Administrator. Washington, D.C. 
October 1977. p. IV-5. Commonly known as the Bsbb Committee Report. 
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32 percent of those interviewed cited the shortage of technicians as one of the 

,major impediments to New Directions programming. The Babb COmmittee report 

calculated that there waa one-half a technician available for each project 

implemented by AID. 21/ 

Often the Agency could not move between aectora because the e8aential 

techniciaDs were not available to it. For example, energy shortages prompted 

many decision makers to point out the need for more awareDess of energy alter-

natives within developing countries. It is relatively eaay to generate the 

Deceesary memorandum ealling for a focus on fuel wood shortages and on appro-

priate energy technology for developing countries. It is quite another thing 

actually to implement projects in these sectors without the technicians who 

have skills in appropriate technology or aolar energy techniques. 

Dealing with the complexities of staffing has not been helped by the fact 

thst AID has done very little manpower plaDDing, and that wh1ch haa been done 

has been weak and ineffective. This situation has been Doted by every major 

management study of the organization. ~ It is ironic that while AID m1ssiona 

overseas frequently exhort less developed countries to undertake manpower 

planning, the Agency lacks such planning. AIU ' a highly uncertain future has 

often been cited as a major impediment to long-term manpower planning. Yet, 

dealing effectively w1th that uncertainty would be leaa likely without more 

contingency manpower planning. 

21/ op. cit. 

22/ See the Brookinga Report, the Babb Committee Report, and Killingworth , 
Chase-Weil, and Roberta Uiagnost1c Report of the AID Organizational Changes 
riodeling Project. Pugh-Roberts Company. 1974 
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III. D. AID FIELD HISSIONS AND NEW DIRECTIONS 

1) FIELD HISS ION SIZE AND RELATIONS WITH AID WASHINGTON 

In 1973, before the passage of the New Directions legislation, AID had 

a total of 37 missions* overseas excluding South Vietnam . Between the years 

1973 and 1980, the number of AID missions increased to 62 . However, the nwaber 

of direct-hire U.S. personnel overseas went from 3172 in 1973 to 1286 in 1980. 

The largest gain was in Africa, where the number of missions grew from 8 

to 28, and the number of U.S. personnel grew from 108 to 458. The only African 

countries to lose AID personnel from 1973 to 1980 were Ethiopia snd Nigeria . 

Even though the total number of missions and personnel increased during 

this period, AID involvement in Latin American declined. The number of 

missions in this region fell from 19 to 16, while the total number of U.S. person­

nel declined from 324 to 295. Host of the decrease wss in South America, since 

the number of U.S. personnel working on the programs in Central America and the 

Caribbean increased. Programs were eliminated in Uraguay, Brazil, and Venezuela. 

In this period, mission activities in the Near East increased substantial­

ly. Although the nwaber of missions only grew from 3 to 8, the U.S. personnel 

level grew from 74 to 231 . Increases were greatest in Egypt, which had no 

program in 1973, and 125 direct-hire U.S. employees in 1980. 

In Asia, the increases were greatest in Bangladesh, which had no program in 

1973 and 41 U.S. employees in 1980. Other large staff additions occurred in 

Indonesia and the Philippines, while the program in Korea was phased-out. 

Data for the Asia region are confusing since the loss of South Vietnam, 

Laos, and Cambodia in 1975 distorts any unified regional comparisons. However, 

the number of missions other than South Vietnam, Cambodia, and Laos increased 

from seven to ten. 

*Including AID "Offices" 
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Table 

AGENCY STAFF PATTERNS 

!.2!!!. .!.ill ill! 1m. ~ 

AID personnel 5,640 5,747 5,557 5,445 

AID Washington 2,308 (41%) 2 , 190 (38%) 2 , 215 (40%) 2,212 (39%) 

Source: Hoted from Harlan Hobgood" work i n progce." on AID 
personnel. AID Office of Rural Development. 

Table 2 

AID MISSION. SIZE 
(U.S. nationals only) 

.!.ill. ill! ~ 
NEAR EAST ~. 

Economic Aid Ec:on01Dic Aid 
Afghani8tan (A) 39 32 Banglad.lh 
Lebanon 4 B"rma 
Morocco (b) 14 13 16 Fiji 
Tunisia (b) 21 17 16 India 
Yemen Arab Republican ..l! ..l! Indonesia 

Korea 
!!!!& ..1i ...2£ ..!!!. Nepal 

Pakistan 
Ph iii pp ine. 

Securitl SueE:0rt ins Sri Lanka 
AIiBittanee Thailand 
Cyprus I Turkey 
Egypt 87 l2S 
Israel !2.!& 
Jordan 16 20 
Portugal 6 6 
Syria 17 16 
Turkey (.) ~ 

!2.!& 

74 210 231 
-----------
*Inc:ludel AID "Offices . II Excludes South Vietnam t Cambodia t Laoe 

.!1!l 

36 
37 
37 
21 
30 
49 

..1! 

ll! 

ill! ~ 

37 41 
3 
3 

10 19 
62 70 

19 25 
34 32 
51 64 
11 21 
20 24 

ill. l!!! 
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TABLE 2. A.I.D. IIISSION SIZE (continued) 

.!lli. 1978 1980 .!lli. 1978 1980 
MRIGA" LATIN AllERICA & THE CARIBBEAN" 

Economic Aid Economic: Aid 
Benin 1 1 
Burundi 2 6 Caribbean 
Cameroon 21 28 Dominican Republic 25 17 19 
Cape Verdi 1 2 Guyana 6 8 13 
Chad 15 8 Haiti 2 34 24 
Djibouti 1 2 Jamaica .2 ....!!. 20 
Ethiopia 16 8 1 
Gambia 6 Subtotal 38 78 76 
Ghana 11 31 26 
Guinea-Bissau 3 4 
Kenya 11 30 49 Central America 
Liberia 8 33 28 Costa Rica 9 15 17 
lIalawi 4 El Salvador 8 17 20 
lIal1 22 33 Guatemala 30 18 17 
Karult4nla 11 16 Hondu<{"8s 15 26 30 
Niger 28 32 Nicaragua 13 24 19 
Nigeria 28 Panama 30 ~ 44 
Rwanda 2 6 
Senesal 21 27 Subtotal 105 123 147 
Sierra Leone 2 4 
Somalia 5 21 
Sudan 9 23 Latin America 
Tanzania 20 22 Bolivia 20 28 28 
Togo 2 5 Brazil 57 
Uganda 11 Chile 2 1 
Upper Volta 15 27 Colombia 27 1 
Zaire ...!! ...E... ..1! Ecuador 30 3 11 

Paraguay 9 15 7 

!2!& Peru 25 21 24 
Uraguay 7 
Venezuela 4 

Securltl SU220rtlDI 
Assistance Subtotal 181 67 72 
Botswana 9 11 
Lesotho 8 10 TOTAL 324 268 295 
Swaziland. 14 12 
Zambia -1. .2 
TOTAL ...l! 2! 

108 343 458 

* All figures are for direct hire personnel only. No contract per'sonnel or host country nationa 
are included. Figures are from the fiscal year 1975 and 1982 Consressional Presentations. 

(a) 
Afghanistan and Turkey in the Asia region in 1973. 

(b) 
lIorDcco and Tunisia in the Africa region 1n 1973. 
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The existence of field mi8sion8 is often cited ss the distinctive 

characteristic of U.S. bilateral assistance, and its greatest advantage. !J 

Having field missions is an advantage; yet those working within these 

missions often feel as if they are on the frontline without much support 

from AID Washington. One of the main points of continuing controversy 

in AID is how much authority to take independent action shoul d be delega t ed 

to the field missions. y 
In financial matters, at the present time, missions can authorize 

projects up to $5 million. However, the mission's ~ exerci se of that 

authority is seriously modified because of the following constraints: 

1) missions only have authority of up to $500,000 for 
executing operating grant agreements. 

2) for other U.S. government contracts, grants, and 
amendments the missions' authority is limited to 
$50,OOU for each indiVidual contract. 

3) authority for contracts with individuals is limited 
to $100,000. '}./ 

It is also the CBse while missions can authorize projects, they cannot appro-

priate these funds. AID Washington retains final approval and appropriation 

authority. 

1/ Schwartz, Elliott. Institutional Models of Development Assistance. 
(NSIA~ Special Studies Division, OMB. 1979) 

y Airgrams and other exchanges provide additional insight into 
mission-headquarters relationships. A 20-page report by Thomas Niblock, 
M18sion Director in Indonesia has been circulated in AID and 80me say 
it reflects the views of many Mission Directors about the heavy handed­
ness of Bureau relationships with missions. Dated January 1978. See 
also, Coralie Bryant, "Organizational Impediments to Making Participation 
a Reality: 'Swimming Upstream' st AID.- Rural Development Participation 
Review. Cornell University, Ithaca, New York. Spring 1980. 

3/ Detailed in cable traffic in response to Goler Butcher, Africa 
ijurea~, op. cit. 
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Another area of conflict is over the New Directions policies themselves • . 

The New Directions policies were primarily mandated by Congress and imp lemen-

ted from the top of the agency. As a result , msny at the middle level of the 

agency did not know or agree with the reasons leading to the adoption of the 

policy change, nor did they readily accept it . A part of the conflict 

between AID headquarters and the field missions was the contradiction which 

came into being between their own operating procedures and the ethos of the 

New Directions. 

2) MISSION IMPLEMENTATION DIFFICULTIES WITH NEW DIRECTIONS PROJECTS. 

There are many problems which the mission official confronts with New 

Directions projects. !! 

Host country governments are sometimes reluctant to consider New Direc-

tions projects not only because they would secure more short term gain from 

more visible infrastructure projects, but also because they are not convinced 

that the policy will not be changed quickly by the United States. Mission 

personnel often feel they pay a high cost for the capriciousness of AID policy 

changes. Under these circumstances, it may be rational to rewrite projects 

descriptions so that they sound appropriate to AID Washington rather than to 

argue through policy induced changes with reluctant host country officials--

only to find subsequently that directives from AID Washington have changed 

the rules once again. 

4/ The World Bank has also convened a Task Force to study implementation 
problems in human resource projects. See World Bank Staff Working Paper 
No. 403, Implementing Programs of Human Development. This collection of 
articles deals with many of the serious dilemmas involved in implemeoting 
these kinds of projects. See also Part V of this study for a more extensive 
treatment of New Directions problems. 
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I t shoul d be added that nar r ow interpretations of "ew Uirections policies 

sometimes reactivate quarrels about the relat i ve contributions within, as well 

as among, sectors to a country's growth and development. for example, narrowly 

nt e rpre t ed , New Uirec t ions po licies are to emphasize noniormal education 

projects rather t han higher educatioo projects. There is considerable debate 

among development experts about whether nonformal education contributes more to 

development than formal higher education. In addition to or even outside oi, 

the scholarly debate, there is demand withio developing countries for increased 

amounts to be devoted to formal higher education. Refusal by A!U to suvport 

secondary schools or university vrograms is criticized at times by host govern-

ment officials as part of a general reluctance to share technology. 

There are also dIfferences in status accruing to the work of alU mission. 

Persoonel of the embassy often have many more material benefits than those of 

AlU mission. On the one hand, some AID persoonel would rather have even fewer 

of these benefits so that there might be less tension between their working 

environment and their lifestyle. 21 On the other hand, other AID personnel 

find refuge in these materi 1 benefits precisely because development work 

involves a constant reminder of deprivation and poverty. New Uirections 

projects heighten these issues precisely because of the direct targeting 

of the problems of poverty. u.s. embassy personnel do not have to confront 

these issues to the same degree, or work on these kindS of problems. 

Hew Virections projects may requ i re more flexibility in design and 

execution in order to meet the mandate's call for more participation by the 

project beneficiaries. There are sound management arguments for increasing 

51 ~ee Tendler, Judith. Inside Foreign Aid. 8alti more, The Johns 

hopkins University Press, 1~75. pp. ~7-)1. 
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participation of the beneficiaries in many projects. One is that beneficiaries 

often have valuable information about what works and what does not because 

of their accumulated experience in that place and culture. But, many AID 

personnel believe that a necessary degree of participation will not take 

place if too many decisions are made in advance in order to meet require­

menta in Washington. Another argument presented is that beneficiaries, like 

rational actors elsewhere, are not interested in wasting their time trying 

to influence decisions that have already been made. A section of "New Direc­

tions in Development", a book by Mickelwait, Sweet, and Morss documents the 

way in which participation increases effectiveness and but is less likely with 

strict a interpretation of project approval guidelines. 

Diagram 1 illustrates the system within which the mission operates. 
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Ill. E. RESPONSE Of AID'S REGIONAL BUREAUS TO NEW DIRECTIoNS 

I. OVERVIEW 

There were strikingly different responses to the New Directions mandate 

by the different regional bureaus. 11 Personnel in all of the bureaus were 

slow in responding to the New Directions, although the Latin America Bureau 

was already moving some of its program in this direction Defore the legislation 

was passed. Bureau personnel felt that the central AID administration was 

slow to issue guidance as to how to design and implement New Directions pro-

jects . Furthermore, it was felt by bureau personnel that the New Directions 

ideas themselves were based on untested assumptions rather than 00 project 

experience. 

Among the Bureaus in AID, personnel in the Latin American Bureau were the 

most enthusiastic about the New Directions policies. The bureau had alr~ady 

been focusing on poverty and employment projects prior to 1973, although the 

focus was in urban areas. However, the bureau resisted moving to rural areas; 

and it also resisted the emphasis on low per capita income countries which 

would have the effect of moving the emphasis in AID programs away from Latin 

America. 

Since 1977, the leadership of the Asia Bureau has been extremely suppor-

tive of the New Directions. Personnel in the bureau have been quite innovative 

in proposing projects that meet the New Directions specifications. 

1/ The observations in this part draw heavily upon a series of 25 inter­
views-with pers9nnel in AID Regional Bureaus. 
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Oifierent interviewees from the Near East bureau gave quite difterent 

interpretations of the response of that bureau to the New Directions mandate. 

Thus, it is hard to generalize about the reactions of the Near East bureau. 

The general impression is that bureau personnel were generally unenthusiastic 

about the New Directions policies. Host of the Economic Support Fund money 

is administered by the Near East Bureau and this money is not tied as closely 

to the New uirections requirements in the Foreign Assistance Act. 

The personnel in the Africa Bureau were initially the most resistant to 

the New Uirections. The members of the bureau felt it was unfair to restrict 

the scope of their activities, because Africa i8 so exceptionally poor. It 

was argued that virtually anyone helped by a project in africa was going to 

be poor . The countries were so underdeveloped that they still had a definite 

need for infrastructure. The concerns of bureau personnel were magnified when 

the New Directions mandate was initially interpreted to mean that infrastructure 

projects could no longer be supported at all. 

l. AIl) IIUR£Au IU:.:iPOUSES IN FUdCTlON;U. AREAS 

a. Reorientation of Agricultural Research 

One of the most interesting discoveries made during this study was .the 

change in research priorities since the New Directions legislation. The New 

Directions legislation changed the research emphasiS from capital intenaive 

agriculture, export crops, and wealthier countries to labor intensive agricul­

ture, subsistence and food crops, and poor countries. Hany in AID believe that 

agricultural research is the most cost effective program AID supports. Estimates 

of internal rates of ~eturn to such research range from 3U percent to 50 percent. 

The agricultural reseatch program is large and is growing -- it may eventually 

receive five percent of all AID development assistance funds. 
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The National Academy of Sciences has been funded to carry out research on 

underutilized species of crops and livestock that could be of benefit to the 

very poor in less developed countries. Several crops have been discovered 

which grow without fertilizer and without much water, but which are protein-rich 

and flavorful. The development of the winged bean from Thailand is one example 

of this research. Its use is rapidly spreading throughout the less developed 

countries. 

b. Health Programs 

The health sector was not a major AID priority before 1973, except for 

some high visibility projects like The John F . Kennedy Hospital in Monrovia, 

Liberia. None of these projects was designed to benefit the rural poor. AID 

has managed to redesign some of these earlier projects to include a component 

that will benefit the poor. An example is in Egypt where AID provided desired 

high technology but insisted on a rural health delivery program as well. 

AID bureau personnel feel that the combination of health and family 

planning projects is working fairly well in most countries. Some feel that 

population programs are too important to be buried inside health projects, 

but are supporting the combination because some countries will only accept 

family planning if it is undertaken in connection with health projects. 

The major problem with New Directions health programs is dealing with re­

current costs. In the opinion of AID Health professionals generally, user 

fee financed health care is the only answer. While many less developed countries 

have constitutional provisions requiring free health care, they cannot possibly 

afford free health care for the entire population. The result is that "free" 

health care means no health care for the majority, particularly the rural poor. 
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Mos t AID bureau personnel think that it is clear that rural based health care 

systems must have a credible support system a back up system of phanaaceuti­

cals, higher level clinics, hospitals, etc. Where these are lacking, the rural 

health delivery system quickly becomes unsatisfactory. 

c. Education Programs 

As a result of New Directions legislation, AID started focusing on basic, 

nonfonaal and primary education -- including teacher training, increased support 

for women's education (because of the demonstrated link between women's education 

and reductions in birth races), and cied participant training in the U.S. to 

specific projects. 

Personnel working in education programs at AID argue that the impact evalu­

ations which have been done of education projects demonstrate that there is a 

potential for success. It is claimed that one of the lessons of the impact 

studies is that there is a necessity to support a whole educational system (not 

just parts of it) and that education sector reforms take time. According to AID 

bureau personnel, AID needs to commit itself to working ia this sector in a 

particular country for decades, not months or years. They believe the success 

of aa education sector cannot be measured until a generation has grown up within 

the new system. 

The criticisms by AID personnel of New Directions education projects have 

been that: they are too expensive; AID has no particular comparative advantage 

in this field; educational reform is too politicaly sensitive; and spending on 

education takes funds from the major area in which the United States clearly 

has a comparative advantage: agriculture and rural development. 
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3. RJ::SPONSt. OF Til>. t...Tl" AHEB.l":'" lIURE:.UJ to till:; NEW DlJU::CTlONS hANDAtJ:; 

this bureau haa had a high clegree of continuity of personnel. Many of the 

people in lllanagement position. have been in the lIureau since the 191ius. they 

cite many programa of New Directions character which pre-date the leg1&lat10n. 

a. Pre-New 1I1rect10n8 J:;!forts 

In the 1II1d-1960s. the Lat1n AIDIIIrica Bureau initiated 8 lllajor change in 

the proliralllllling of lrs loan reaourcu. th1a lnvolvecl a shift away from lsrlle 

power. transportation and lndustrial projects and toward the new priority 

arees of agr1culture. education. and healtb. tbis sbift was significant in 

that IIUch larger suma of lOOney became available for development programa in 

the sectors. In contraat. until tbe post-1~73 period. there Was a tendency 

in the "sia and Near East Bure"us to utilize loans to finance the dollar coats 

of large infrastructure projects and to leave the financing of prollrBma directed 

at meeting the ba.ic buman need. of the low income groups to tbe much slllaller 

grant technical .s.latance program. 

the change of priorities can be seen from the following projects wbich 

were undertaken in the latter half of the sixties and early seventies. before 

the 1~73 New Directions legislation: prilllaty education loans in ~uatemala. 

J:;cuador, N1caralSU&. Panama, and Paraauay; a aecoDdary education lOaD in boDdur •• ; 

small farmer agricultural creclit and/or lllartering loans in Honduras. Costa Rica. 

Ecuador. Peru. Colombia. Nicaragua. Pana .... sDd the 1I0min1can Republic; COI01lUn1ry 

c!evelopment loans in Peru and Bolivia; rural cooperative 10an8 in Guate ... la. 

Dominican Republic. Ecuador. and E1 Salvador; rural community healtb loans in 

Nicaragua and Pana ... ; a maternal and infant care loan in the iJomin1can Republic; 

and malaria eradication loans in IOOre than half a dozen countries. 

Another important develop1lM!nt in the pre-New Directions period 10 Latin 

America wal the advent of the sector loan. these became the primary tool in 



349 

.... Dy eouD~rles for brloSillg abou~ see~oral refor .. prosr .... iD allrleulture, 

educa~loll, and health. The focus of the typical sector loaD program was on 

improvinll sector policles, ll1cressillS ill8titutional capacit1es and effieieDcy 

In the deli very at services, and in providiDg technical aDd financial support 

for reforca prollr..... The largest of the early sector loaDS was the $J~ million 

educatioll ... ctor loan 111 Brazil. AID perBonllel believe that this loan, ap­

proved iD 1~611, brought about a dramatic cbanlle in education at the junior 

hi8h achool level in Brazil. The loan supported major ehaDges 10 the curricu­

lum. substituting a vocational content and aD "orienta cion toward work" for 

an acadall1cally oriented approach. Prior to apla.Dution of this loan, 

Brazilian education w .. largely urban centered and colleae preparatory. , AlD's 

asalstanc. supported the construction and aquippin8 of multi-purpose schools 

in which the new curriculum could be installed, and alao supported an extelllive 

teacher training pr08ram. The program alao developed a greatly improved educa­

tion plann1n8 capability iD the parUcipating state govenuaenu and st1 ... la~ed 

the adoption of criteria which lead to the location of Dew achools in the 

rural areas and urban slum area. where the lower iDCO. groupa had no~ been 

served by ~he ex1sting ayatem. A~ the nationsl level, a capacity was created 

to replicate the.e pro,rams in the other s~a~es. This expanaion to other states 

Was supported by a secoDd AlII sector loan. According to Latin America Bureau 

personDel, the prollram brought into bellll1 by nlD' a sector assistance sharply 

increaaea the access to aec:onc1ary education of the lover iDeo... Iroupa. in­

creased the relevanc" to them of what was taught, and i"proved the etficiency 

of the secondary education .ystem, in terms of student retention rates 1n 

the schoola aod lower costs per graduate. 

87-392 0 - 82 - 23 
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b. Post !Iew Llirections Efforts 

After 1973, the Latia America Bureau was enthusiastic about 

implementing the New Directions mandate . All pro jectB were scruplously screened 

to ensure tll&t they complied with the new _ndate. The Bureau convinced its 

field missions tll&t it was serious about implementing the new mandate. Host 

urban programs were stopped by the mid 197Us . Latin American Bureau programs 

shifted to rural areas where most of the seriouoly depr1 ved people were found. 

l. Agriculture and Rural lIevelopment. In Latin American, the advent of the 

New D1rections policies caused the most pronounced changes in the agriculture 

sector. Kembers of the Bureau did sector analyses to determine the appropriate 

ijroupa on which to target AlD ass1scance. Survey. were uac1ertaken to laenc1fy 

potential target groups by levels of income, land holdings, etc. One Bureau 

official described the target groups as "those groups above the hopeless, those 

With potential for being viable faraers." Then the Bureau tried to determine 

the major con8traints which kept the poor from increasing their incomes. The 

lIureau chose to work with the poor but not the ponrest of the poor. Programs 

were designed to reduce the constraints faCing the target groups. In 80 .... 

CBSes, the major constraint was identified .. lack of credit; in other CBses, 

lack of ram to market roads Was the major bottl.neck; in still others it wa. 

lack of a productive technology. In each country and region, specific prograllS 

were designed to deai with the particular proble... faCing the target groups. 

Some examples follow. 

a. Integraced Rural lIevelopment Programs. The Latin America bureau II&s 

carried out ita integrated rural development programs on two levels. (l) Na­

tional uricultural sector programs were aimed at improvins the lot of small 
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farmers on a country-vide basie by providing a variety of services which in­

.eluclad agTicultural credit, agricultural supplies, techoology tranefer, II&r­

"etiog aDd the d.velop .... ot of farmer orgaouatione. NatiDnal Sector progra .... 

were alaD designed to induc. policy chaDges in the.. .ame area. to ...... the 

AlD provid.d eervices IIDre effectiv.. (2) In othar situatiDns, the Latin 

America Bureau .elected geographical areas with high CDoceotrationa of .mall 

farmers aud cOllceDeraced a varie.ty of services 1n theae areas. 

In £!2!!!. aD integrat.d agricultural d.velopmaot program waa a failure 

becaWle the area eelected waa one with severe tendon over land tenure. AlD 

had hoped the pro ject would help relieve thl! tenaioo, but io the end waa 

preveoted lIOviog forward with the activity by it. The AlD mssioo is ~ow 

redes1gniog this activity tD fit aDDther area. 

~ ~ the cDmple:dty Df tb. iotegrated agricultural developllleot prDgram 

exceeded the managerial capacity Df the hDet government tD implement. That 

prDgram was alsD redesigned aDd &implif1ed io 1I&0f re.pects. However, the 

managemaot prDblem in Haiti rell&ioa .ven with simple prDjects and Latio America 

Bureau persDnnel are DOt aanguine about the prospects tDr succ •• sful iaplemeo­

tatiDO. 

~ EcuadDr, wh.re the gDv.rnment has made inc.grat.d rural develDp_nt a 

CDro.rstDO. Df iu eCDoomc develDp_ot activiti.s io rural areas, the Bureau 

•• lected twD area. charact.riz.d by large numbers of s1l811 peaaant farmers 

livlog elo •• to the margio. AlD prDpDs.d tD aa&iat th.ir eCDDDmc develDpmeot 

thrDugh a cDmbinatiDo Df irrigation prDjects, exteoaiDn services, and imprDved 

planning, tD assure the ti .... ly availability Df ioputs auch aa f.rtilizers, and 

i.prDved marketing aDd agricultural credit .yste.... Activities tDr these prD­

jects ioclude aece •• rDad eDoatructiDn, health eUoic., and SchDOls. 
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What is slgnificant about the lntegrated rural develop .... nt pro ject ln 

Ecuador i& that lt is designed (1) to institutionsl1ze the capacity withln 

the govern .... nt to plan and carry out similar pro jecu throughout tbe country; 

l2) to test alternative delivery and manslement approsches so as to develop 

lower cost delivery syste .... and (3) to create a Ileana of orgaDuiDg and in­

teractiDg with the rural poor so that they can lIIBke Itnown what reaources and 

services they IIIOst need in a giveD region. 

~ Niceragua. the baeic purpose of the 1975 Rural Development Sector LoaD 

w .. to eaaiat in establishing a new institutional .... chania •• lNVlLlNO. the 

Institute for Campaaino Develop_nt. INVIERNO waa designed apecifically to 

reach the rural poor. who previously had limited or no access to the services 

and resources required to increase their productivity and illprove their well 

beinl' A second objective of the loan wea to restructure the Hinistry of 

.IIriculture into an overall plelll1ing. progr ... budgeting. and evaluation agency 

to overaee and coordinate the activities of all the lovernmental activities 

within the aector. The loan provided for technical .. aistance. and training 

neceesary to facilitate the reatructuring of the ministry. The II'IVlJ::RNO pro­

ject involved the develop .... nt of 8 .. 11 fe ...... r appropriate technology packages. 

the training of campeslno leaders and professlonal and para-profes810nal exten-

8ion staff. the prOVision of agricultural credlt. agricultural supplies. a 

cooperative 118rketillB structure. and access road improvements. Uaing para­

professionaJ.s. the INVIERNO program "as able to let down to the very poor 

farmers ln two of tbe country's five reglons and provide an lntegraced package 

of services through a low cost delivery syst"lIl. These services were subsequent­

ly comple_Dted by health and nutrltion servlc ... under two other project loans. 
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Evaluations of the INVlERNO program have confirmed that small farmer bene-

ficiariea were achieving a significant increase in income due to the timely and 

coordinated delivery of technical services and credit. 

When the Sandinista Government came to power, they changed the name of the 

program from INVlERNO to PROCAHPO but otherwise have continued to give it full 

support. 

With regard to the political effects of the lNVIERNO program, some Latin 

America Bureau personnel argue that on balance, they were destabilizing to the 

Somoza regime. First, the detailed two year long sector analytic study that 

was conducted in collaboration with the Nicaraguan government, prior to the 

IVIERNO loan, clearly identified the problems and constraints facing the rural 

poor. The sector assessment further led to the government's adoption of a 

Rural Policy and Strategy Statement which stated as the goal of 1975-80 rural 

development program to 

"improve the living standard of the rural population, meaning 
greater access of the population to the flow of goods and ser­
vices and greater participation of the individual in the 
decisions which affect his own improvement. 1I 

The government committed itself to an ambitious program of institutional reform 

and rural development, the achievement of which would constitute very nearly a 

social revolution in Nicaragua. Although endorsed fully by President Somoza 

during the 1974 political campaign, the program was designed by the young 

technocrats and reformist elements in the Government. AID support to these 

groups in the implementation of the program was vital to its success. The 

social and structural changes which were unleashed by the implementation of the 

program took on a life of their own. The continuation and expansion of the 

INVIERNO program by the Sandinista government gives clear testimony to this fact. 
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Second. AID support of the technocrats to aasure that the program was 

carried out aa designed and that credit got to the poor without regard to 

political affiliation undercut Soaaoza'. traditional political control over the 

distribution of fund. aDd benefits. In the addition, the implementation of the 

newly-created, aector policy planning and budgeting department within the re.truc­

tured Ministry of Agt'iculture introduced a rational planning and resource alloca­

tion process which further reduced Somoza'. dilcretionary pover over budget 

allocations and subsequent shifts. .Again, according to Bureau interviewees 

the immediate beneficiaries in terms of power and influence within this system 

were the technocrata in the Miniatry of Agriculture and in INVlERNO. 

b. Conclusions. There ia a conlensus in the Latin America Bureau that in­

tegrated rural development projects are conceptually the correct way to benefit 

the rural poor. PereanDel in the Bureau believe that it is not enough just to 

improve agricultural technology. Access roads may a110 be needed. or credit, 

or health clinics, or schools. All of these aspects of development need to 

be considered if real improvement ia going to come about in the lives of the 

rural poor. Bureau personnel have noted that integrated rUfal development 

projects are extremely difficult to implement. The projects involve getting 

the various ministries to work together in 8 rural area -- the ministries of 

agriculture, public works, water. health, education. etc. This has never been 

eaay -- particularly when each miniatry i. centrally funded and controlled 

from the capital city. It was observed that the more Buccessful of these 

projects seemed to have had an autocratic management structure with a very 

strong leader to run things. Otherwise, hoat country ministries would not 

cooperate with each other. 
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~. 1..&(.10 America Hureau Support for Land Reform. ,act! vlt1es. Although 

designed in great part to respond to urgent macro-ecoDomic: problems. the All) 

program in £1 Salvador is supporting a number of fundamental reforms which 

are helping to provide greater economic opportunities to the poor . tluch of 

this assistance 1s to the Government· s A¥rar1an Reform Program, wnich will 

transfer ownership of large haciendas {greater than 500 hectares in Phase I 

of the Program Bnd those between 15u oDd 5uu hectare. in Phase 11) to 45,uOO 

families in campe.ino cooperatives. and of rented lands les8 than seven 

hectare. to the sharecropper. and 1bO,UOO .mall farm families who are tilling 

them. [n Uscal years l~80 and 1~8l, AlD provided $27.8 million for land 

reform approximately half of this is being u.ed for credit to the new 

cooperatives which are operating Phase I haciendaa; the rest hal been used 

for campasino training, technical as.iatanee, and logistical coStS of imple-

menting the reform. In addition, AIl! ha. progra .... ed local currency generated 

fro. its PL-4I1U Title 1 and Private Sector Develop .... nt programs to suppOrt 

tha "gar ian Reform Program. In fiscal year 1~80, ..10 planned to proviae an 

additional $31 million for consolidation of the reform, particularly the 

provision oi titles to the land, and for the expanaion of social services 

to raform beneficiarie.. The .ucce •• of this program in light of the current 

levels of violence in the country i. problematic. In addition the overall 

political impact of the land redistribution i s very uncertain. 

3 . Rural Enurprise Lendlns. liiven the high ratas of unemployment and under­

employ .... nt that have persi.ted throughout the region, the Latin America lIureau 

has been encouraging the development of small enterprises a8 a means of st1mu­

lating off-farm employment. In November 1974, AID and the !l0v.rument of ~ 
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earmarked $6.0 million for small enterpri8e financing in four selected depart­

ments of the Peruvian sierra. The success of the pilot program led to the 

authorization in April, 1979 of • second $8.0 mll1ion loan which is expanding 

the coverage oi the program throughout the sierra and high jungle regions of 

Peru. The program, administered by the Industrial Bank of Peru, i. designed 

to improve the access of small firms to credit. appropriate technologies, and 

techn i cal assistance. El igible enterprises include artisan and cottage indus­

tries J and service and commerc ial establ ishmenta. The capacities of these 

enterprises to generate new joba, provide value added by processing locally 

avail able resources , and contribute to regional development within the sierra 

and high jungle are evaluated by the Industrial Bank as the implementing agency 

for the project. 

Through January 1979. the Bank had made 3,2>0 loans to small enterprises. 

The size of the loan. generally ha. been less than $5,000, with more than half 

o f all loans made averaging less than $3,000. Small manufacturing enterprises 

have received 59 percent of the loans and artisan enterprises 27 percent, with 

the balance going to services and commerce. Typical manufacturing enterprises 

have included carpentry shops, clothing makers, machine shopa, shoemakers and 

furniture manufacturers. Artisans which have participated include weavers, 

carvers, leather workers. rug makers, and silversmiths. Under the service and 

commerce categories, grain millers, farm machinery repair shops, and agricul­

tural supply stores have received financing. Under the program •• new job is 

be i ng created for approximately $2 , 500 of investment. 

AID financing has been a catalyst in reorienting the Industrial Bank of 

Peru toward this new clientele -- small, labor-intensive enterprises of the 

&ierera and high jur.gle. Until the pilot program, the Bank was concentrating 
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project development and approval effort. alDost excluaively on medium and large­

scale industries locacad in the urbao centers of Peru's coast. The Bank is now 

convinced of the feasibility of reaching amall enterprises, and of the signifi­

cant beneUts which can be derived fro ... uch a program. with AlIJ'. second loan, 

the Rural Enterprise Fund baa beeo CODAol1dated and insUcutio08lued vithiD the 

Bank, and additional AlD 1& no longer nacessary. 

4. Hew Lands 1'rogr...... There are new lands development prollr ..... to clesr 

unused land and provide 80me of the mini ... l essential s.rvices such as access 

roeda, water, credit, and health care. Then spontaneoua migration takes place 

to these &it.a. 

In ~, ~ ana ~oata Rica, title to the land being colonizeu was held 

by the responsible administraUva agency during the initial stage. of the colo­

nizaUon proc..... In \luatemala, land titles were held by locsl cooperaUvea in 

each member's 08..... Acceptance as a colonist automatically qualified a farllBr 

as a mamber of the local cooperaUve where hh land title remained. Usufructary 

rights were deUned in a cooperative's founding cbarcar granted by the C;uatemalan 

goveromaftt. 

In BoliVia, Peru and Coots Rica, land titles were traoaferred, granted, or 

sold in the case of Costa Rica, to the beneficiary after ha bad ·proved-up· the 

property. Proving-up generally entaila "",eUng certain criteria as preraquisit". 

before actual title transfer can take place. Land clearing, house construction, 

fencing and actual crap production are ....... plea of ·proving-up· criteria. Spe­

cific requirements for each project W.re generally s function of farm sue. In 

no case vas the Utla tranafered at tbe initiaUon of the coloniznion scheme. 

In all four Al1J-financed projects the Latin ...... rica lIureau provided aome 

type of adminiatrative assistance to the i .. pl .... nting allency to improve ita 
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capacity to actually graDt titles. Training, eadastral surveys and 

technical assistance are typical eumples of the as&1atance provided. 

~. Rural Roads. ~n example of the types of chaoges made as a result 

of l,ew Directions policies was found in an impact study of rural roads 

projects 1n~. The stud.y focused on two sets of roads. One roads 

project was initiated in the 19bUs, one in the 197us. The earlier roads 

project c.oD"lsted of loag roads to open up rural areas. Theae roads 

benefit all income groups -the rich and the poor. In the project undertaken 

the in 197us, there was an effort ... de to target the roads to poor populations. 

Short roads were built to open up rural areas which were larseiy inhabited 

by very poor people. The benefits of these' roada accrued primarily to the 

poor. In neither case did the roads projects involve the active participation 

of the poor in designing or building the roads. 

6. lIealth care Progr8.... Penonnel in the Latin America Bureau argue 

that they have had .ome success in establishing rural health delivery 

systems. The first such project was in ~ in 1971 before the New 

01rection. mandate. . !!£.!!. and!!!!!!!. have alao completed Bucce •• lul rural 

health projects and gotten additional AlII loans to expand their progr ..... 

Bureau personnel state that it is very difficult to get new systems estab­

lished to provide health care for poor ann rural people. AIJI worlta to set up 

a system of health care and tries to ... ke sure that it can get part of 

the health budget after AID support is withdrawn. An AlII project in the 

1I0minican aepublic seema to have done this. The program 11 firmly bullt 

into the health system - with a family planning component included. lIureau 

persoonel note that such pro jects take a very long time, since they involve 

e proce .. of institution building. 
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7. I:.ducaUon. The main impact of New DirecUons legislaUon 1n the 

education sector has been virtually to stop assistance to higher education in 

Latin ...... rics. Since 1973, the Latin America lIureau hss made Dilly one loan for 

university development, an $8.~ million loan in 1975 to the newly created 

University of the West Indies. The thrust in the education sector is to try to 

reform the curriculum toward benefitting poor and rural children. AXil programs 

in the reglon focus on primary education and non-formal education. AID 1s 

totally out of the cities. 

Il. 1I0usins. An example of the impect on Alll projects in Latin America of 

New Ilirection policies i8 the change in the housing guarantee program. The 

housing guarantee program was generally conceded to be a successful effort to 

build housing. It was also generally conceded that the houses Were being built 

for middle and upper income people. The houses were costing perhaps $2U,uOO; 

this was beyond the financial capacity of the poor. 

Now the program is attempting to finance houses poor people can afford -

perhaps $5,UUU houaes. According to Latin America lIureau criteria, the people 

benefited must be below the median family income in the eountry. So, AID 

efforts are devoted to providing a site and the necessary aervices so poor 

people can build their own houses. These efforta cost perhaps $2,500 per hou­

sing unit. The other aLU alternative is called self-help hou8ing which is a 

slab with roof and pillars - along with access to water, sanitation, and 

electricity. These types of units cost approXimately $4,000. 

c. SUllllll8ry 

According to ""reoonel in the Latin America lIureau, the main difference 

the New Ilirl!!ction policies .... de was that the lIure8U now focuses its efforts 

aD lower income groups. Some Bureau personnel were not sure this made sense 
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from the perapeet1ve of the U.S. national iDtereat. They argued that the U. S. 

-intereat 1& iD helpiDg to build aelf-auetdDiDg 80eietiea whieh vUl eveDtually 

briDg the poor iDtO the maiDstream. To ehoee people, 11: is Dot elear ehat New 

Direet10D eype projeets ere the featest vay to do thb. 

There wss a uDiveraal agreemeDt that Nev Direet10D projeets required too 

muc:h time, too .. DY studiea , aDd too muc:h effort to doeumeDt the fact that tha 

beDeflu vere reachiDg the poor. 

Some iD the LatiD Aaerica Bureau alao argued that the Nev DireetioD. va. 

an arrogant atrategy. It aaawad that because the U.S. cared about poor people. 

everyolle alee IIIWIt care about poor people to the 8ame ezteDt. It waa aaaerted 

that 1D08t LatiD Amerieall governmeDta merely tolerate Nev Direetiolla. AeeordiDg 

to Bureau peraoDDel, tbe leaat receptive goverumellta vere ~boae ill Paraguay, 

Guatemala, and BoU via. The IIOst reeeptive vere the goVerDJDeDU of Coata Rica 

and aurpri.ingly Nie.ragua. Bureau peraoDDeI c:laimed that Nicaragua vaa Dot 

oaly reeeptive but alao effective iD 1mplemeDt~,. Nev DireetioDl type projeeta. 

4. RESPONSE OF THE ASIA BUB.£AU TO THE N£I/ DIRECTIONS MANDATE 

DurlDg the lsst four years, the Aaia Bureau aurely had the lDOat eDtbueiaa­

tie leaderahip eODceraiDg the Nev Diraet10Da of any bureau in ebe ageDcy. The 

AaaiataDt AdmiDistrator had beeD ODe of the deaiiDera of the les1&laUon vhile 

a ataff member of ehe Houae ForeiSD Affairs eoaaittee iD 1973. The lie .. Diree­

tioas atrategy itaelf vaa larsely baaed OD ezperieDcea iD Aaia, particularly 

the ezperieDce in tbe IDd1BD PUDjab witb the sreeD reVDlutioD there, the auc:c:e .. -

ful rural developmeDt effort iD Taivan, and the auceeaaful effort to ...... t basic 

Deeda in Sri LaDka. A a .. ll faraer developaeDc atratesy clearly made "DIe iD 
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1.81... So, Asia bureau personnel felt that they had a workable strategy, 

dedicated leadership, and some extremely cOlllpetent people. What they felt was 

laclting was money. Much of the world's absolute poverty 1& concentrated in 

l>outh Asia; in India, Pakistan, Bangladesh, and Indonesia. Yet Members of the 

Asia bureau complained they had less than $)UU million a year to work With, 

whereas t.llypt alone received almost $1 billion each year. 

In the Asia Bureau, the question of determining who benerits from programs 

has had high priority. There is a new strong rural bias to its programs. 

Whereas before 1ll73, Asia bureau progra .... were heavily oriented toward providing 

infrastructure. 

The Aasistant Adminiatrator for the Asia Bureau used the lndoneaian program 

as an exa .. ple of the dramatic changes that had taken place in AlII. During a 

speech at Cornell University on April 21, 198U, he stated that in 1973 only 8 

percent of the AlIl portfolio in Indonesia eould have been considered New Direc­

tions projects. By 1980, he a •• erted, more than 90 percent of the projects in 

Indonesia were consistent with New Direction •• lie further argued that all !!!!! 

projects in 1911U throughout the Asia Bureau were consistent with New Directions 

poliCies. 

a . Specifie Sectoral Activities 

1 .. Agriculture and Rural Development. Personnel in the Asia bureau talte 

pride in What they clai .. are the auccess of New Directions type projects in 

increasing agricultural production throughout the Asian region. They cite, in 

pertic"lar, tbe increase in wheat production by small holders in Bangladesh. 

AID was successful in advocating that fertilizer distribution be moved out of 

the handa of the t,;overument and iDto the hands of small entrepreneurs who com­

peted with each other and thua reduced costs of fertilizer delivered to small 

farmers. 
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The agriculture and rural development program in Indonesia is fairly 

typical of the Hureau's programs in Asia. In fiscal year 1979. tUI> allocated 

S57.9 million (b2 percent) of its S92.8 million program in Indonesia to aljri­

cultural and rural development projects. (S31.2 million went for population 

and health, and only $2.3 million for education.) The agricultural and rural 

development program. was cOQcentrated on integrated rural development projects. 

'rwo of these projects, Luw and Citanduy, have been designed to for aid the 

rural poor in Indonesia. The Citanduy project is designed to eliminate 

flooding, to control erosion, and to increase the production of rice and other 

crops through the conatruction of levees and irrigation systems. This project 

has beco .... a model for replication by other donors and the Ilovernment of Indo­

nesia. 

In spite of their model status, personnel in the Asia lIureau only feel 

that these projects have the potential for being successful. They argue that 

it 1& too soon to .... asure the impact. I t is claimed that it will take 5 to 

1v years to tell whether the projects have been successful. 

Like their counterparts in the Latin "",,,rica Bureau, personnel in the Asia 

lIur .. au feel that integrated rural development pro jects are difficult to adminir­

ter, are administratively complex and require a high degree of sensitivity on 

the part of outside donors in order to get the Various host country ministries 

to work together. 

2. Education. As a result of the New Directions changes, the Asia Bureau 

stopped supporting generalized higher education programs in the mid-l97us. One 

particular project to train Ph.D. economists in ~ was cancelled because 

it could not be demonstrated that they would stay in the country - earlier 

trainees and left Pakistan for international organizations and the Middle East-
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and because it was hard to demonstrate that having more Ph.D. economists in 

Pakistan would, in fact, benefit the poor. Instead of support for generalized 

higher education, the Asia Bureau began to focus on technical training more 

specifically designed to provide skilled people to improve the productivity 

of the poor. The Asia Bureau did support what it considered was a successful 

program of establishing a new syst em of universities in SUMatra devoted to 

agricultural research and extension programs. The agronomists AID had 

trained i n u.s. universities, in general, did go back to their home countries 

and have done good work there. 

3. Population. The Asia Bureau claims to have two of the most successful 

population programs in the world in Indonesia and Thailand. AID was the princi­

pal donor associated with both programs. 

In Indonesia, AID i. assisting the Government to provide support for clin­

ical and village family planning programs, making information and modern contra­

ceptive methods available, and providing financing for the production of the 

oral contraceptives. 

In ~, the World Bank reported (in the ~ Development Report ,!2!Q., 

p. 68) that use of contraceptives increased from 11 to 35 percent of rural 

married Women during the same period. The same report found that the pr oportion 

of married women using contraceptives in Indonesia increased from 0.2 percent 

in 1970 to 18 percent in 1977. Thi. is confirmation of AID's success in family 

planning project. in Asia . The only country in which AID tried to carry out a 

massive family planning program and failed was i n Pakistan. 

b. Su ... ary 

In spite of the generally positive response of the Asia Bureau to the New 

Directions policies, the Bureau's own study of nutrition programs in the region 
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found that equity concerns werp. not systematically incorporated into the pre-

approval analysis of projects.!/ The project documents generally stated that 

the project. vere intended to benefit the poor, but little evidence vas offered 

to demonstrate that this vas in fact likely to happen. The most the .tudy could 

conclude was that the Asia Bureau's projects "are located in rural areas, and 

that they are designed to be labor intensive so that we might ~ they will 

bene fi t the poor." 1.1 

A serious concern was expressed by Bureau personnel that too few of its 

projects were designed to increase family income. In the long run this meant 

that the beneficiaries would noc be able to pay the recurrent costa of continu-

ing the projects once AID support vas terminated. 

Pakistan is the one country in the Asia region about which Bureau officials 

felt pessimistic. New Directions projects require local government, partici-

pation of people at the local level, and local organizations. Little of this 

exists in Pakistan and the government has, until very recentlYt shown little 

interest in creating viable local government. 

2/ Rock, Michael T. Household (Family) Income, Basic Human Needs and the 
Pursuit of Growth With Equity. AID/Asia Bureau, Processed, July 9, 1979. p. 27 

1/ Ibid., p. 27 
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~ . R£SPU1;St: of Tn!:: .It:A!l """T tiURl:.AU TU Tit!:; Ill::W UIRt.t,;TlUNS 1u.J.lJ"Tl:. 

a. Agriculture and Rural lJevelopment. Application of the /Jew Directions 

policies to the a¥riculture of the Ncar East posed severe problems. The 

design of the New Directions policies 1n agriculture had been based on success­

ful small far~r strategies in Asia. The background work had been 40ne by John 

~lellor in India, Jim ~rant In Sri Lanka and Taiwan, and Ted Uwens in Hanglade~h. 

~mall lar~r a~rlculture was crucial to expanding agricultural production 1n 

South Asia. Host of Asian agricultural production is produced by small farmers. 

There Is much scope for improving the productivity ot these farm~rs. 

Similar conditions to those in South Asia do not exist in the Near East. 

While the Near East countries need to expand food production rdpidly, bUreau 

personnel believe it makes no sense to encourage small farmer agriculture 

across the board. In some countries it makes ~ense to encourage gechanlzed 

agriculture and large scale farming because of the tremendous impact the 

oil boom in the P~r.ian Gulf area has had on the countries of the Near East. 

Tlus boom has attracted from GUU,vuU to l,uUu,uUU migrants from the aGricultural 

sector of the Middle East, according to aureau officials. Remittances rroo 

these migrants to their relatives at home are very large. This has stimulated 

the economies of the recipient countries. The m1~ration to the ~ulf has also 

pulled ~ople off the farms. Bureau per~onnel claim there are now labor shor­

tages 1n a~rlculture in many countries ot the Near East~ including Jordan. 

~yria, and possibly Egypt. In Egypt, real wages of agricultural l~bor are 

rising and female participation rates in the labor force are rls1ng. dur~au 

personnel agree that labor shortages in agricultur~ mitigate against a small 

f~rmer development ~tr8te~y and argue instead for mechanization of agriculture. 

87-392 0 - 82 - 2q 
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b. ~ Before 1973. the Near East bureau was not extensively i nvolved 

i n health projects. There were some progr ..... concerned with s .... llpox and 

malaria eradication, but they were very s .... ll. Wlth the advent ot the New 

llirections policies, the bureau started trying ro provide low co$c bealth ser­

vices to rural poor. .Ilureau officiala argue that lDOat less developed countries' 

government, are not very lINch concerned with providing health care for the 

rural poor . Ho&t health ministries are cootrolled by doctors who are inclined 

to provide urban, curative services rather chan , preventative services in a 

rural settlng. .uJ) bas been trying to turn thelr attention to the need for sucb 

rural-based programs. Such programs contain a village level paramedic, wbo is 

backed up and supported by a hierarchy of referral stations, clinics, and hospitals 

for serious illnesses. bureau personnel see the the crucial questions as first. 

how to eODvlDce health ministries to launch such a program and second, how to 

continue to support such a system once established. As of yet, there heve been 

no dramatic breakthroughs in designing and illlplementing such syseellS. A contin­

uing question is recurrent costs. Officials in the Near East ~ureau argue that 

some .cudi .. reveal that the poor spend a considerable part of their incomes on 

traditional health care DOW. AID is trying to convince governments that the poor 

will pay for modern care services, as well. 

6. RESPON~E Of ThE AZ'Rl~ au~ TO ThE NEW lllR£CTlUNS MANDATE 

The Africa aureau was and still is the least receptive to the New Dlrec­

tiODS poUdes of eoy of the regional bureaus. This is probably a reflectioD of 

the conditioDS in the African countries with which AID deals. These countries 

lack the infrastructure (both physical and soclal Infrastructure) which hes been 

built up In Latin america and Asia during the past tbree decades. Africa lacks 
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the highways, the ports, railroads, and education systems which are necessary 

if economic growth is to take place. Thus, bureau officials felt it highly 

unfair that the rules should be changed before the countries in .. frica got 

aasistance with these types of projects. 

However, it has been the experience of the Africa Bureau that African 

8overnment& have been almost universally receptive to New Ulrections type pro­

jects. They are now more receptive than they were when the New Ulrections 

policies were first announced. The food problem is now so acuU that African 

leaders are convinced that they must give agriculture priority. Also, the 

concern for equitable growth on the part of other donors have had an impact. 

Africa lIureau officials believe that Robert HcNamara has been an extraordina­

rily significant influence. A man of his international stature conferring 

with leaders concerning poverty alleviation has had a profound impact on the 

leadership in Africa. 

Although the average AlD program in Africa prior to 1973 waa relatively 

small, the Africa Bureau was financing ports, roads, intermediate credit, and 

infrastructure. There is continuing unhappiness in Africa with AlD's unwilling­

ness to help finance big infrastructure projects. AID has softened its 

position on this but the Senate Appropriations Committee has been nrongly 

opposed. Road projects in East Africa were blocked by the Committee in 1979 

and 19110. So, ALD aasumes only part of these responsibility for financing 

infrastructure projects. For example, 1£ a dam is being built, AID may 

help pay for some of the irrigation ditches that reach small farmers. 

The Economic COmmission for Africa still wants to build big highways 

particularly international highways that will link Africa together economical­

ly. I\.t the same time, Africa bureau officials noce, while capital i nt ensive 

industry i5 not at the top of the list of African government priorities today, 

Agric:ult.ure is. 
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a. Specific Sector Policies 

1. Agriculture And Rural Development. Africa Bureau officials ob.er~ed 

that plantations did not exiat in Africa except for high value export cropa, 

auch a. tea. So AID wasn't contending with a big-farm bi.s. Hoat crops 

were grown on family farms. However, what did not exist in Africa was the 

research and extension system, the credit system, the agricultural input 

delivery system, or the correct prices to achieve big breakthrough a in 

agricultural production. 

Africa Bureau personnel noted that the New Directions strategy in Africa 

did not involve Green Revolution teChnology. Green Revolution technologies 

required fertilizer, tractors, pesticides, etc. Theae input. are too costly 

now in the light of higher petroleum prices. Huge subsidies would have to be 

required in order to get farmers to adopt them. Instead, the Bureau is advo­

cating intermediste technology in Africa, such as the use of msnures rather 

than commercial fertilizer. or the ule of animal traction rather than tractors. 

Unfortunately, theae technologies have not yet been proven to the African farmer. 

And, it is not yet certain that they will be profitable. They were being intro­

duced on an experimental basis to determine whether they will be profitable. 

10 ~. mainly because of government intervention and policies it 

was said, the peasantl have retreated into subsistence farming. They see no 

reason to enter the market economy. There are virtually no consumer goode 

available in the market. The Asian trader who previously distributed goods 

throughout the country is disappearing because of government pressure. The 

breakdown of the transportation .ystem and higher fuel costs mean that commod­

ities can't be gotten to ~rket even if there is a surplus produced. Govern­

ment budgets are declining, and employment is declining . Urban dwellers have 

leIS income to spend on agricultural goods, as a result farmers have little 
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agricultural goode, as a result farmers have little incentive to produce. 

If lovernmecta raised producer prices t there would probably be no response on 

the part of the farmers for so .... period of tims. 

Thu., according to bureau official., internal policies in Tanzania, 

along with elrought and higher prices for Oil, have cOllbined to make this 

country a di.oppoinc .... nt to advocate. of New Directions. Clearly Tanzania 

was !l!!. country 1n Africa which hael shown the IOOst concern for equity for the 

rural poor. Yet, AlD personnel have co .... to teel that without masa1ve changes 

in government policieo l raising producer prices for export crops, devaluing 

the currency, improving input deli very to far .... rs, etc.) there is little hope 

that .uD projects in this country will Significantly benefit the masses of poor 

people. 

"ccording to Africa Bureau personnel, the record of livestock projects has 

been di8couraging. Herdsmen have little nuel for cash, there i8 nothing IDIlch 

to buy 1D local markets becau.e the foreign exchange crisis has reduced imports, 

and high fuel prices have cut down on transport networks. So, they do DOt .ell 

their cattle. Thu8, 8everal New Direction projects to help livestock growers 

heve been judlled failure •• 

lIureau paraonnel noted that there i. a chronic ohortage of trained agrono­

III1st8, particularly extension workers. For .... rly extension workers mainly ,!orked 

with large farlll8rs. AlII helped to fund curriculum changes in the agricultural 

college to focus on small farmer agriculture. It "as alao found that While most 

of the agricultural students were men, much of the farlll1ng W88 done by woman. 

However t existing CUB to. forbade women to talk to .. le extension agenta. AID 

was able to encourage the enrollment of women 1n the agricultural college 10 

that the female extenaion agents could deal With the female farmera. Now l5 

to 3u percent of entering classes are women. 
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Earlier agricultural research was focused on crops wh1ch were grown in 

the highlands ""'iDly by white far1lll!u. All> encouraged research on semi-arid 

areas whicll are inhabited by th" less powerful and leas wealthY native 

farmers. Witll tbe help of the food and Agriculture Organization (FAD), AlU 

waa able to 1nCTease the number of a,r1cultIJ.ral research statiODs dolol 

reaearch on crops for le88 fertile lands, and on .... tllods of preventing so11 

erosion. According to .I!ureau personnel, the cost effectivenes8 of agricul­

tural research has been delllOnatrated to be higher than almost any otller type 

of invest .. ent one can III8ke - both in the u.S. and in the LIle's. 
The direct beneficiaries of tile agricultural education projects are likely 

to be the relatively high income agriculture extension agents and researchers 

who will aet secure government jobs 8IId those farmers who use their services. 

In spite of the incidence of these benefits, lIureau personnel conclude that 

the education projects are coinaiuent with the Ilev Directions policies. 

2. I:;ducation. The /ltrica Bureau has discontinued generalized ass1stance 

to higher education and nov only supports agricultural college and reasearch 

progr ..... and participant trainina in til. United Scates. Th. new thrust in 

Africa 1s to expand non-formal education. Host of tlleae non-for .... l education 

projects are intearal parts of other projects, such as integratad rural 

develop""ot projecU. There are also several projects which have aa a component 
progra ... to teach literacy aod computation skills. 

Some in the Africa bureau argue that Alu' s streogth is in institution 

building - such as eetting up agricultural coUeges. They argue that ..til 

has nOt been very successful in refOrming primary echool curricula. 
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3 . .!!!!!E!!.. Prior to the New UirectioDs polic.ies, the Atrica Dureau 

funded few health related programs. The ~nly progra .... that were funded 

dealt .. ith meaales and slIIIlllpox eradication. The lIureau has been successful 

in convincing some African countries to shift thiB health budgets allay frail 

curative health prograllS in cities to preventative health programs serving 

the poor in rural areas. H.owever, AIO has been unable to cOQvinc.e hoat 

countries to try to lDAke health and education pro jects self-sustaining or 

even partially self-sustaining. For exallple, Zalllbia has a cOllplete free 

health care program. In reality, africa Kureau personnel note, this means that 

people either have free health care or no health care at all. The obvious 

result is that IDOst people in rural areas have no health care. but they are 

currently spending part of thelr income on traditional health care. Bureau 

persoDnel advocate that African governments get their citizens to pay some­

thing for ... dern health care, to help ofhet recurrent costs. 

4. Population. The population probl .... is acute in Africa. Africa has the 

highest population growth rates, the highest migration rates, snd the higbest 

urbanization rates in the world. Infant 1IIDreal1ty rates are only beginning to 

fall, while population growth rates are continuing to r18e. 

The Africa bureau haa had some success in convincing Africsn government 

leeders to consider the consequences of increasing population. The Futures 

.. roup (a private consulting group) has prepared presentationa for lIovemmental 

lesders on the ilDpl1cationa of continued high population growth rates on the 

need ror schools, housing, jobs, etc. There is now SOIl8 support for population 

programs in 8011e African countries, such 8. Kenya , Ruanda, &I1d ehe Cameroons. 

Africa lIureau officials note that AID is the only donor advocating fall1ly plan­

ning in Africa. 
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b. The l!I!Pact of External ,.ctora on Aid Prolrama ia Africa 

.. frica Bureau officials note that the New Directioas strategy seems to 

have asauilled that the ecoDomic: eDviroDlllent was favorable for ec:oDOmic clevelop­

.... at. No provision were .... de for helping countries .... et balaace of payments 

problems. But just 8S New Directioa. vas launched in 1973, so vas OPEC'. 

quadrupling of 011 prices. World nagflation hit African ecoaomies very 

severely_ With some few exceptioDa. African economies cODtinue to suffer 

levere recessioDS today. 

The Africa Bureau personnel balieve that many New Direction projects have 

aadclled couatries in their regioa With high recurreat coats. It is argued tbat 

if theae projects are DOt to beco ... clisaaters, AlII should IIIOve back into the 

IDOciera sectora and prolllOte clevelop_at in traaeportatioa ancl irrillAtioa, ia order 

to iacrease productivity rapidly, thereby possibly makiag available the re'our­

ces to continue the New Directions progra .... 

Personnel in the Africa Bureau recently reviewad so .... projects that vould 

earlier have been judged successful examples of Nev lIirection type projects. 

V irtually all of thell aov would be Judlled failurea because of reasoae outside 

the control of AlII or the lJJCa themselves. The external envlro ...... nt had beco .... 

so unfavorable -- a combination of droughts, higher oil prices, lover commodity 

priCes, etc. -- that the LDC'. did not have the IIIOney to pay the recurrent costa 

of tbese projects whan AID terminated its relationship vith thell. 

According to Bureau personnel, Nev Direction type projects from all donors 

in Africa -- the World Bank, the Scandinavians, etc. are in trouble. The donors 

are baving to pay the recurrent cosu of the projects ia order to keep them 

golng. 
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Wby was Africa barder bit by OPbC and world stagflation tban otber re­

giona 7 l'ersonnel in tbe Africa Bureau .... intain that o\frica was considerably 

more backward than Latin America or Asia -- in ter .... of modernizing and 

industrializing economies. African countries were not diversified, tbey 

depended on one or tWO export crops for their foreign exchange earnings. Wben 

prices for tbese commodities dropped, they bad no alternative cOlllllOdities to 

export.. "friean countries have not yet achieved the level of industrialization 

acbieved by Korea, Tsiwan, or Brazil . This industrial bas. allowed these 

countries to continue expanding exports in spite or world stagflation. Their 

industrial baaes also allowed tbem to borrow heavily fro. commercial bank. to 

keep tbeir development progra.... going. 

c.. Nettd For ... rowth Sectors 

According to Africa Bureau offiCials, those African countries which bave 

been most successful in implementing New Directions projects are those Witll a 

growt.h sector - minerals, all, or agrlcultu['e - particularly export crops_ 

Examples of successful growth sectors would be uranium in Niger, and agriculture 

in Kenya, Halawi, Ivory Ccast, and C ..... roon. The Ivory Coast bas bad dramatic 

growth with no worsenieg of inco .... distribution. This has obviously benefitted 

t.he poor as their incomes rose. In SOllie caaes, the income share of the poor haa 

improved. Trickle down does appear to work in soma cases. 

Bureau officials note tbe anomaly tbat tbose countries with tbe greatest 

comm1tcment to New 01rectlon type projects - Tanzania, Mozambique, Mali, and 

~omal1a - bave not bad growtb sector&; bave bad stagnant exports, inappropri­

ate policies (particularly agricultural price. so low as to be a disincentive 

for farmers), and aa overemphasis OD parascatal (government owned but prot1t­

making and independently operated enterprises) organization. to carry out almost 
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all economic activity~ Bureau personnel say that many African governments 

are practicing a version of mercantilism -- trying to run all aspects of 

the economy. They set prices for grain paid to farmers, set the price 

of bread, deliver all the inputs through parastatal organizations. These 

parastatal-, have been inefficient. overstaffed. and unresponsive to market 

forcel. 

According to Africa Bureau personnel, New Directions efforts in Africa 

have probably meant that some people have a more secure subsistence economy. 

However. little has been done to attack the fundamental caules of poverty 

there. They felt that African countries need a fundamental transformation 

of their agr~eulture from a subsistence-oriented peasant mode of production 

to & surplus generating agriculture. But New Direction projects have done 

very little to increase economic growth. This is what would be required 

in order to reduce poverty_ In turn, this would require an increase in 

infrastructure in Africa on AID function ruled out by New Directions policy. 

Such a massive change in agriculture would also cost far more than AID has 

been allocated to use in Africa. 

Some argue that the single greatest mistake in Africa was working 

primarily with government to government programs. Instead, they argue that 

AID should be encouraging indigenous private voluntary organizations, and 

private enterprises. u.s. private voluntary organizations (PVO's) have been 

helpful in getting to the village level. But the PVO's have been of ruixed 

competence. 
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IV. TOWARDS ON ASSESSHENT OF AID'S EFFECTIVENESS IN BENEFlTTING TIlE POOR . 

111i& part is designed to deal with two related topics. The first topic 

is an examination of what, in theory, is needed to determine the .p£.!!. ~ success 

of any foreign aid project and the difficulties in making this determination . 

The second topic involves an examination of AlDis effort s to comply with the New 

Directions mandate using three different techniques: first by examining 

the changes ill regional allocations. then by examining changes in distribution 

among budget categories and among intended project beneficiaries, and finally 

by examining AID's Impact Evaluation Studies, designed to determine the 

effectiveness of certain of it. completed projects. 

A. HETIIODOLOGICAL PROBLEMS IN DETERMINING AID'. EFFECTIVENES IN BENEFITTING 
.!!!U.QQ!!. 

According to economic theory, it is clear that AID projects. like any 

other additional economic activity, have direct effects (more jobs, increased 

incomes, greater output) and indirect effects on the poor ~ It is the indirect 

effect. that pose the greatest analytical proble .. a. One of the indirect effects 

is an income multipl ier effect ~ As income. of any recipient group go up they 

are spent and respent throughout the region, benefiting, in some measure, 

the poor. There is an employment multiplier as well. As one group receives 

income. it spends that money on additional goods and services, creating 

more jobs, some of which are obtained by poor people. Because of the fungibi-

Iity of funda, foreign aid projects relieve aome of the balance of payments 

constrainta facing 1es8 developed countries. For the same reason, they release 

other resources that can be used for investment. These general economic bene-

fits have some effect on the well-being of the poor. There are also price 

effects of aid projects: by increasing output. projects ruay reduce prices 

pa id by the poor. 
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In order to measure accurately these several indirect effects, one would 

ne~d to construct detailed econometric models of sector., regions, or coun­

trie.. Then data would have to be gathered before and after project implemen­

tation to use in the model. For moat LOCa, macroeconomic models are rudimentary 

or nonexistent, and adequate data are unavailable. 

1. Measuring the Incidence of Benefit. 

Other problema ariBe in measuring the incidence of apecific recipient 

benefits. How can the beneficiaries, and the degree of benefit, of for example. 

a road project, be determined? One objective of the project would be to save 

vehicle operating coats. Assuming the project succeeded, what happens to the 

laving.? Do the truck operators lover rates? Thi. would take place if the 

trucking industry were COMpetitive. Do new trucking companies come into exis­

tence? Lover rates might stimulate more demand and might lower ultimate COlts 

to consumers. Only a very elaborate model of the target economy could trace 

this. Other problems arile in trying to determine whether the aid project it­

self is the actual cause of the change in economic status of the target groups 

or whether other factors economic t social. political or technological --

are responsible. It is practically impossible to mealure the contribution of 

New Directions programs providing only technical assistance to changes in visi­

ble economic phenomena. 

2. Impact of Sector and Macro Policies 

In addition to the difficulties of measuring the incidence of benefits, 

there is another problem in trying to assess the overall effectiveness of 

AID in benefitting the poor. It is sometimes misleading to focus only on 

the direct impact of projects. AID sometimes ties project loans to changes 
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in hoat country sector aad macroeconomic policies, such as changes in agri­

cultural prices or credit practices, In order to get a true picture of AID's 

impact one would need to know the impact of these policy changes on the eco­

Domy .a a whole and on the poor. 

In order to evaluate the impact sector policies both the direct and in­

direct effects of the policies must be considered. Who benefits from the 

policies? Who paya the cost of the policiea? What are the changes in income 

and its diatribution over time? To what extent are the changes the result of 

the AID induced policy modifications and to what extent the result of exogen­

eoul factora. 

In addition to looking at sector policies in 8s8essing AID'. impact, one 

also needs to look at the couDtry's macroeconomic policiea. These deal with 

taxes. foreign exchange ratea. and controls. investment priorities. government 

interventions in the economy, etc. Has AID influenced hoat country investments 

toward projects that benefit the poor? What i. happening to income distribu­

tion? Not only are these data often not available, but, as with specific pro­

ject relults, it is difficult to i.olate the effect of AID on any policy 

change. that have occurred. 

3. The Problem of Timing and New Directions Project Heasurement 

Some AID per.onnel and outside scholars claim that it may be too soon to 

measure the results of AID New Directions projects in benefitting the poor. 

AID begaD some new directions projects in 1975, the argument runs, so the 

projects have been operating oDly five yeara at moat. It may take up to ten 

years to complete some projects. So, it is claimed, it would be very difficult 

to determine the impact of the new projects now. On the other hand, as 

Doted above, the impact of some of the New Directions Programs, especially 
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in the area of social infrastructure, may not be determinable in any measurable 

way even though the project is "successful." 

Given all these difficulties and limitations, what can be said about the 

effectivenesa of AID in benefitting the poor? At this time, soee rather clear 

indications of AIO's intentions appear below in Part IV B, C, and o. In addi­

tion, AID's ~~ impact evaluations, which appear below in Part IV E, pro­

vide other data about certain New Directions projects. Independently verifiable 

~, however, would have to be measured by in-field evaluations. 
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IV. B. C~GES IN ALLOCATIONS AhUNb AID BUDCET CAT~CUBlES 

A. noted in Vart Ill, one of the major changes made by the 1973 law was in 

the budgetary cAtegories AID used to program its funds. The functional accounts 

set out in 1973 for the new budget categories form a benchmark of the distrition 

of AID projects at the outset of the hew Directions . Any changes in emphasis, 

as explained by tbe amounts in each category, help indicate how AID implemented 

the congressional mandate. 

Table I reveals that aa compared with fiacal years 1973-74, AIU development 

assistance had become highly concentrated in agriculture, rural development, and 

nutrition by fi.cal year. 1979-80. This budget category received 65 percent of 

the funda in the moat recent period, aa compared to 38 percent of the funds in 

fiacal year 1973-74. The sharea going to health (14 percent) snd education 

(7 percent) stayed virtually constant. The ahare going to special development 

activities dropped from 34 to 10 percent. The popUlation category also experi­

enced a decline, from 3.8 percent to 1.2 percent. 

A atudy done for AID by a sroup of reaearchers from Harvard University of 

allocation. among budget categorlea haa recently been completed. The Harvard 

group used the Congrel.ional Presentatiooa a& the source of data and derived 

different budget categories from those used to compile table 1. their findlngs 

are presented in table 2. The Harvard group found that agriculture and rural 

development increased from 17 percent of total bilateral economic aid budget 

in fiscal year 1973 to 38 percent in filcal year 1979 ; health, nutrition, and 

population increased from 9 to 17 percent, education and manpower training 
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stayed virtually constant at 7 percent, and selected development activities 

.declined from 3U to 21 percent. SiDce not all projects proposed in the Con­

gressional Presentation are authorized each year, there would obvioualy be 

discrepancies between the findings in table 1 and the finding. of the Harvard 

study. 

The Harvard group also included several types of AID allocation which were 

excluded in compiling table 1, i.e., international organizations, narcotics con­

trol, etc. When their data are re-collputed - excluding these categories it 

turns out that the agriculture and rural developll8nt account went frOll 27 percent 

to 47 percent; health, etc. went frOID 15 percent to 21 percent; education from 11 

percent to 7 percent; and selected develop .... nt activities went from 48 percent to 

25 percent when fiscal years 1973-74 are composed with fiscal years 1979-80. 

These data indicate a truly significant shift to the a8riculture lector, both as 

a percentage of ~h. total, and in teru of funda upended. 
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Table 1. Development of Assistance by Budget Category for 
Fiscal Years 1973-1974 and 1979-1980 

Budget. Category 

Agriculture 
Rural Development 
Nutrition 

llealth 

Population 

Education 

Special Development 
Activitie. 
Technical Aaa1atance 

TOTAL 

(U.S. $ millions) 

1973 - 1974 

~ ~ 

$204.2 37.8 

88.5 16.4 

20.5 3.8 

41.1 7.6 

185.9 34.4 

540.4 99.4 

1979 - 1980 

~ ~ 

$1.209.6 65.4 

287.1 15.5 

21.6 1.2 

137.61 7.4 

192.8 10.4 

$1.848.7 99.9 

Source: 8aaed on analy.1s of AID project proposala. project s ...... des. and 
Congr.sdona! Presentations. 

87-392 0 - 82 - 2S 
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Table 2. Prapo_ed Aid Oeyelop_a.e A.81atance Programs .1 Presented to Cousrel. 

FY 1973 

Ag. & Rural DevelopmeDt 

Hulch, Nutrition It Pop. 
health' nutrition 
populatioa bl 

Sua: Health; NutrD., Pop_ 

Ed & Manpower Training 
cl 

--il!L..ilL --il!L 
5277 17% $754 

(36) 
(116) . 
152 9 

110 

(157) 
(175) 
333 

109 

38% 

17 

6 

FY 1979 
al 

Food 6 NutritioD-

Health 6 Populatioa 
health &1 
populatioa bl 

SWII: Health -, Pop. 

Ed & Suman Resources 
cl 

Selected Dev. Aetivlt1es­
industry. craasp 6 urb dey 
disaster ••• iltaDce 
prosram deY 6 support dl 
reaurch -
other 

(234) (14) 
(130) 
(106) 

(11) 
(11) 

(14) 
(25) 

(275) 
(17 ) 
(13) 
404 

Selected Dey Act! vitle.­
urban dey & housing 
disaster ••• 1ataace 
operatiAl expenses 
reaearc.h 

5ulII: Selected Oev. Act. 

Selected CouDtries & Orgs. 
Donproject loans 
private dey .llt support 

Sum: Sel. Countries :,or8a. 

All Schooll 6 HOlp Abroad 

IntI Narcotic. Control 

492 30 

(345) 
(13) 
358 22 

187 11 

16 

37 

(42) 
42 

312 

8 

21 

2 

16 

• 4 

other 
Sum: Selected Dev Act. 

Selected Countries & 01'18. 

prlv deY a8st lupport 
Sua: Selected Or"a. 

IntI Oral. 6 Proar ... 

Am Schools 6 Boap Abroad 

a7 
Sl,629 99% $1,962 IOU. 4% IOTALS-

Source: AID eODare.aional Presentacioua FY73. "7§ 
Note.l; 

!.I Of S90 la111ioa propoaed for the Sahel Develop .... at Prosr_, $81 lI11110a i. 
iacluded ia the Foo<l .0<1 Nutritioa C&tesory, .0<1 $9 s1ll1oa ia Health. 

bl An additional $9 lII11110a ia FY 73 and S30 lII111ioa ia FY 79 uJ:1II&rlted for lIN 
population prograllll that were includ.ed in the IntI Organuationa & Proarau category 
1s 1D.cluded UDder Population in the Conaressioual Pre •• nt.ation summary tables. 

e./ Selected Dev. Activiti.s not included a. a aeparate functional account in 
FY 73-: For" 79 funda other tbaa tho .. earmarked for Sec. 106 of the Fore1sa 
Asatltance Act have been included. 

!y $47 J01.111oa for proSram developmeat 6 oupport ia resional bureau; SS9 1II1111oa 
for progra. support. mainly 1n W.shington_ 

!I Iotal. exclude Security Supportias Aaa1staDce aad P.L. 480 fuo<la. 

Source: lobert E. Itlitgaard, llark I. Fitzpatriclt. aad StepheD B. Cox. Fr010 Old 
to lIev Diractlona: COIIIpariaoa of 1973 and 1979 Portfoll08 (1978) Proceoaed. 
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IV . C. CHAdGES IN REGIONAL AID ALLOCATIONS TO RECIPIENT COUNTRIES 

If the New Directions mandate appears to have caused changes in alloca­

tions among AID budget categories, another area which would provide some 

indication of policy induced changes in priority is in allocations to differ­

ent geographic regions. 

1. Changes In Regional Allocations 

When the regional allocations of development asaistance are examined (see 

table 1), it is clear that significant shifts between regions have occurred 

since 1973. Latin America received 33 percent of the funds in 1973-74 and 27 

percent 1979-ijO. This is a shift away from a relatively high per capita income 

region . In addition, Latin American programs have been redirected to lower 

income countries in the region, especially Bolivia and Haiti. 

The Near East region experienced increase from 3.6 percent of development 

assistance in 1973-74 to 5 percent in 1979-80. This is also a relatively high 

per capita income region. However, to a significant extent, the exclusion of 

ESF funding understates the amount of development assistance for this region 

since many ESF programs in the Near East can also be considered development 

programs. 

The region that experienced the most dramatic increase in relative shares 

was Africa. Africa's share increased from 17 percent in 1973-74 to 28 percent 

in 1979-80. Asia's share decreased from 47 percent to 41 percent, mainly 

because of decreases in programming for Pakistan, and South Vietnam. Africa 

and Asia are the lowest per capita income regions and account for the bulk of 

the world's absolute poverty. 
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Table (. Development Assistance. by Region** for Fiscal Years 
1973-74 and 1979-80 

(obligations/loan authorization basis) 
(millions of dollars) 

1973 - 1974 1979 - 1980 

Regions ~ ~ ~ ~ 

Asia $805 47.4 $807 40.8 

Africa 280 16.5 5411 27.7 

hear East 61 3.6 98 5.0 

Latin America 522 32.5 523 26.5 

TOTALS 1,699 100:0 1,9711 100.0 

*Interregional and Economic Support Funds Excluded 

"Regional allocatioRs re-computed to conform with present structure 
of regional bureaus. 

Source: Aiency for International Development, U.S. Overseas Loans and 
Grants 1974 and 1980 editions. 

2. AID Programming to Deal With Abaolute Poverty 

Table 2 indicates the distribution of people living in absolute poverty. 

Absolute poverty means more than low income. It a180 means malnutrition, poor 

health, and lack of education. 1/ The table reveals that 81 percent of the 

people living in absolute poverty live in those less developed countries baving 

per capita incomes of $300 or less. 

Taking as a cutoff a level of income based on detailed studies in India, 

the World Bank estimates the number of people living in abaolute poverty in the 

1/ World Hank. World Development Report 1980. Washington, World Bank, 
1980.- p. 33. 
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world in 1980 at around 780 million, excluding China and other centrally planned 

economies . 

Since absolute poverty seems to be concentrated in certain low income coun­

tries, one test of AID's effectiveness in implementing the New Directions 

mandate would be to look at the distribution of aid based on per capita income 

of the recipient countries now as compared to the distribution of aid prior to 

the New Directions. Table 3 reflects the changes that have occurred. In fiscal 

year 1973-74, AID allocated 66 percent of its development assistance to coun­

tries with per capita incomes of less than $300. In 1979-80 AID allocated 43 

percent of its development assistance to such countries. By this measure, the 

share of AID funds going to the poorest countries has fallen. However. 

there was some growth in per capita incomes during the period so that data 

on changes in allocations should take this into account. Due to inflation 

and some degree of real growth, 33 of the 38 countries falling below the $300 

per capita category in 1973 advanced at least one grouping by 1978. Using 

a different measurement--the amount of assistance provided to the relatively 

poorest countries--AID allocated 67 percent of development assistance in 

1979-80 to the 38 countries with the lowest per capita incomes. This would 

indicate a small increase in the amount of aid going to the poorest countries 

since the implementation of New Directions. 
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Table 2. The Distribution of Poverty Among Developing Country Groups 

CUQulative 
Totd 1917 Percent Total Poor Percent of World Percent of 

Countrl Graul! Population Poor Population Total Poor in World Total 
Specific Country Poor 

Croup 
0977 Per Capita GNP) (.illions) (mi 11ion.) 

Lell than $150 
04 count riel ) 219.1 62 135.8 17.4 17.4 

Indi. - $150 631.1 46 290.6 37 . 2 54.6 

$150 - $300 
(24 countries) 401.3 SI 203.6 26.1 80.7 

$301 - $450 
(13 countriel> 245.9 3l 76.6 9.8 90.5 

$451 - $1200 
(28 countri •• ) 326.4 15 49.0 6 . 2 96.7 

$1201 - $4800 
(22 countries) 208.5 12 24.9 3.2 99.9 

Total 
002 countries) 2.032.9 38 780 . 6 99 . 9 

NOTE : Country groupiD,. are baaed on 1977 per capita GNP figures from the ~ 
Development Report 1979. or in a few C4ses frolll the 1979 World Bank Atl as . Population 
flgures are from the 1979 World Bank Atlas. 

Source : Michael J. Cros.vell j Ct'owth, Poverty Allev i a t..ion and Foreign As.iat .. nc!!. 
in Danny Le:ipziger. cd., Baaie Need • .and Development (Oelgshlage.r, Gunn and Haine, 
Cambridge, Massachusetts, 1981). Chapter 5. 
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Table 3. ~evelopment Assistance. by Per Capita ~NP of Recipient Countries 
Fiscal Years 1973-1974 and 1979-198u 

1973-1974 1979-198U 
Development Development 

1973 Per Assistance 1978 Per Assistance 
Ca~ita liNP ~ ~ Ca~ita GNP ~ ~ 

under 100 $222.2 15.9 UDder 100 $170.7 10.U 

lIll-200 533.4 38.2 10l-.lUU 396.9 23.2 

201-300 163.U 11. 7 201-3UO 160.1 9.4 

301-400 152.9 10.9 301-400 304.4 17.8 

4UI-50U 145.1 10.4 401-500 150.8 8.8 

501-600 67.1 4.8 5Ul-600 213.8 12.5 

001-70U 15.9 1.1 601-7UO 23.0 1.3 

7UI-800 61.9 4.4 701-800 52.8 3.1 

801-900 0 0 801-900 3U.2 1.1! 

9UI-I000 35.~ 2.5 901-1000 120.1 7.0 

over 1000 O.I! 0.1 over 1000 85.4 5.0 

Totals $1,397.8 100.u $1,708.2 1OU.O 

• Interregional Funds and Econnmic Support Funds Excluded. 

Source: 1978 Per Capita liNP figures from World Bank, World Development 
Report 1980, 1973 Per Capita GNP figures from World Bank Atlas 1975. Develop-
ment Assistance Data from Agency for International Development, U.S. Overseas 
Loans and Grants, 1974 and 1980 editions. 



Because there " as some growth in per capita incomes during the per i od , 

data on changes in allocations should take this into account. A count r y tha t 

was below S3uu per capita in 1973-74 might be in the ov~r $3uU group in 1~7~­

BU. 

When hIU's development assistance amounts are put into the inco~e cate­

bories usea in Table 2 the results are found in Table 4. This table rev~als 

that whereas 17 percent of the people living in absolute poverty lived in 

countries with per capita incomes less than $150, AID allocated l~ percent of 

its funds to these countries. Solely using the figures in the table, India 

turns out to be the real anomaly. Whereas 37 percent of the people living in 

absolute poverty live there, India only received 11 percent of dIU's development 

assistance in 1979-8U. This figure would have been even lower if the very cool 

political relations between India and the United States had continuea into the 

latter data period. 
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THE DISTRIBUTION OF POVERTY AND U. S. DEVELOPMENT ASSISTANCE 
AUTHORIZATIONS AMONC COUNTRY CROUPS* 

Cumulative 1979 6 Percent 
1977 Percent Poor Percent of Percent of 1980 D.A. 

!:2!!11I;[X Cmlle POl!lIAIUm ...l2s!I- P02!!!litlon I2t.l lsI!!I 19".l PIHII AID D.A. Distribution 
(1977 Per Capita GNP) (.Ulioo.) (mUliona) (lI111ionll) 

Leaa than $150 219.1 62 135.8 17.4 17.4 $324.0 19.0 
(14 countriea) 

India - $150 631.7. 46 290.6 37.2 54.6 $193.9 11.4 
$150 - $300 401:3 51 203.6 26.1 80.7 $471.6 27.6 (24 cOlmtdes) 

$301 - $450 245.9 31 76.6 9.8 90.5 $305.0 17.9 (13 countriea) 

$451 - $1200 326.4 15 49.0 6.2 96.7 $358.5 21.0 (28 countries) 

$1201 - $4800 208.5 12 24.9 3.2 99.9 $ 55.2 3.2 (22 countriea) 

Total 
99.9 $1,708.2 ** 100.1 (102 countries) 2,032.9 38 780.6 

*AdaPted from Table 2. 

Sour\e: Data on U.S. DevelopDent Asalatance comea from AID, U.S. Overaeall Loans and Cranta and Assiatance 
FrOID International Organizationa Obligation and Loan Authorlzationa, July I, 1945 - September 30, 1979 and 
frOID The Agency For International Development, FY1982 Congressional Presentationa. 

Cl r ..... Co:I 
00 
(C 
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IV .D. ANALYSIS OF INTENDED PROJECT BENEFICIARIES 

In order to determine whether AID had compl i ed with the intent of the New 

Directions legislation to concentrate on the rural poor majorities in the LDCS, 

the allocation of U.S. bilateral development assistance was examined for the 

two years preceding the implementation of the New Directions legislation 

(fiscal years 1973-74) and the most recent two years (fiscal years 1979-1980) 

t o assess and compare the intended beneficiaries of AID projects. Included 

in the research were country-and region-specific projects which were authorized 

during these years. Projects funded through the Economic Support Fund (which 

need not adhere to the "New Directions" guidelines) were considered separately. 

Centrally funded programs such as certain technical assistance programs, 

American Schools and Hospitals Overseas, narcotics control, or disaster relief 

projects were not included. 

Four main sources of project information from AID were relied upon, a 

purportedly "complete" listing of all projects from fiscal years 1973, 1974, 

1979, 1980; official AID project summaries available for some of the projects; 

project summaries taken from the annual congressional presentations, Project 

Papers, and financial data from the Office of Financial Management . 

In order to determine the intended beneficiaries of AID projects before 

and after the New Directions, 1980, all project proposals for all the projects 

authorized in fiscal years 1973-1974 and 1979-80 were requested from AID early 

in October 1980. A complete set of project documents was still not available 

in January 1981. The "c'omplete" list of projects authorized in these year. 

turned out not to be complete at all. Some descriptions for projects autho­

rized in fiscal years 1973-74 totalling $540 million were available. It is 

estimated that AID projects totalling approximately $1,700 million were 
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authorized during these two years. thus, less than one third of the projects 

authorized in those two years are in the sample . Because there is no list of 

all the projects authorized against which to run any tests for bias, it cannot 

be determined whether these are representative of the total projects. 

Project documents for projects totalling $1,800 million for fiscal years 

1979-80 were obtained. It is estimated that AID authorized projects totalling 

approximately $1,900 million during these two fiscal years. thus, it is likely 

that there is a virtually complete set of projects for the most recent two 

years and findings for this period can be considered with much more confidence 

than for the 1973-74 findings. 

It must be noted that the variety and profusion of some, and the absence 

of other documents greatly complicated matters. the discrepancies found 

between the amounts given in the Congressional Presentations, the project 

summaries, and the documents themselves are extremely troublesome. 

It would seem a fairly simple task for AID to publish a list each year 

of all the projects authorized, by country, sector, and amount as is done each 

year by the World Bank in the Bank's annual report. It would also seem to be 

a minimal requirement that the Development Information Unit be on the distribu­

tion list for all new projects approved so that in the future this unit will 

have a complete set of project documents. 

1. Methodology For Determining Intended Beneficiaries Of Aid Projects 

Two researchers read and coded all projects. To reduce the margin of error 

between coders, sampling was undertaken to teat the intercoder reliability of 

the findings. A high correlation of intercoder results indicated significant 

agreement in assessment of beneficiaries. When two or more sources were 
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available on one project, (i.e., both a project paper and a summary) sampling 

also revealed a high degree of reliability. 

All projects were divided into five categories: those in which it was 

intended that a majority of the benefits would benefit the poor, (1) directly 

~ primarily or (2) directly ~ partially; (3) indirectly; (4) those which 

~~~!ll specify the poor as project beneficiaries; and (5) those in 

which it ~~~ determined what group would receive the majority of 

the benefits. These data are obviously based to some extent on subjective 

judgments. It should not be inferred that projects in the latter three 

categories do not benefit the poor at all; nevertheless, the stated bene­

ficiaries were not the poor. 

Projects were also classified following AID's budget categories, Agricul­

ture, Rural Development and Nutrition; Health; Population and Family Planning; 

Education and Human Resource Development; Special Development Activities and 

Technical Assistance. Specific criteria outlined in the New Directions legis­

lation were noted: Does the project specify the per capita income (in money 

or land holdings) of the beneficiaries? Does it focus on women? Will it 

generate significant employment opportunities? 

2. Beneficiaries of AID Projects 

According to table 1, 26 percent of AID's projects were intended prima-

rily to benefit the poor directly in fiscal year 1973-74 and an additional 12 per­

cent had some direct benefits for the poor. These percentages had increased 

dramatically by fiscal years 1979-80. In the later period, 72 percent of the 

projects were designed primarily to benefit the poor and an additional 8 percent 

had some direct benefits for the poor. 
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This would seem to indicate that AIlJ has .... de significant progres .. in reor-

ienting its projects since 1973. There is no reason to dispute this finding. 

dowever, all that has been measured is intentions -- not results. Also, the 

analysis is based only on project documents, not actual audits -- (and not even 

all of the project documents). It is clear that the new projects usually contain 

key words such as poor majority, rural poor, small farmers, etc. One can tell 

by reading project descriptions whether they were authorized in 1973-74 or 

1979-110. however, to what extent these findings reflect real chanKes in pro-

jects and to what extent they reflect changes in project documents is not 

verifiable short of actual on-site visits. 

Table 1. Distribution of AID lJevelopment Assistance by Intended 
beneficiaries in Fiscal Years 1973-1974 and 1979-19iju 

Fiscal Years 

Primarily 
Jjenefit 
Poor 

Partially 
Benefit 
Poor 

Indirectly 
Jjenefit 

Poor I~Ot at 1\11 
Coula Not 
lJetermine 

1973-1974 26.4 12.1 13.:l 24.11 l3.5 

1979-19tSU 72.1 7.6 17 .2 2.1 1.1 
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IV. E. AID'S PROJECT IMPACT EVALUATION STUDIES 

In October 1979, the administrator of AID, Douglas Bennett, requested that 

between twenty and thirty completed projects be evaluated during the coming 

year. As noted in Part III C above, the purpose of these evaluations was to 

form the foundation for an agency-wide post hoc evaluation system. The studies 

were performed by small teams of agency personnel who had had no direct res­

ponsibility for the particular projects studied. 

As of early 1981, 19 Project ~valuation Reports had been issued. Of the 

19, nine dealt with what could be called New Directions projects that had been 

authorized after 1975. The latter date has been chosen to give AID a fair time 

period to incorporate New Directions policy into its projects. The remaining 

10 studies covered projects which had been begun before 1973 or else could be 

said not to have been planned with New Directions goals in mind. 

The studies themselves are an excellent example of the current state of 

the art in post hoc project evaluation. Quality is uniformly high and the 

degree of detail in the text and appendices thoroughly deals with the economic 

and social impact of the projects. Given the budgetary and time constraints 

under which the evaluation teams operated, the only criticisms are that they 

did not deal with the political impact of the projects to the same extent that 

social and economic impacts were considered, and that they were written by 

AID personnel for AID. The last comment is in no way intended to discount 

the conclusions of the 19 reports since they range from findings of failure 

to findings of solid success -- and the reasons. The various authors were 

not hesitant to criticize any aspect of the projects: design, implement a-

t ion, follow-up behavior, etc. However, as AID employees, or AID contractors, 

it i s unlikely they would challenge the agency's basic development strategy. 
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Using AID's own evaluations, what answer can be obtained to the question, 

"how successful has AID been in carrying out New Direction projects?" The 

answer to the question is even more qualified than a simple reading of Section 

A of this Part would suggest. The reason is that as a result of the New Direc-

tions mandate, it is clear that AID must now meet a two part definition of 

success . The first part -- which would have been the only part prior to 1973 

is was the project completed? Was the road actually finished? Does it work? 

Is it still there? How well is it maintained? What typed of vehicles use it? 

Have transport costs decreased? etc, etc. A whole series of questions could be 

asked relating to the road and its economic and social impact. The answers to 

these questions would determine the success of the project. 

Today, the second step on the definition of success is "did the poor 

benefit and to what extent?" Thus, it is now possible to have a situation in 

which the road project was clearly a success in economic and social terms but 

because the poor were not reached, or reached to the appropriate extent, the 

project could not be considered a success. A few quotations from Impact Evalua-

tion Report #18, Philippines: Rural Roads 1 and 11, highlight this dilemma 

nicely. After examining in detail the economic impact, the effect on social 

services and infrastructure, and institutional impact of the roads, the report's 

first conclusion is: 

If the benefits of rural roads projects are to be concentrated on the 
rural poor, the criteria for site selection must be more precise than 
those used in the Philippines. The criteria used did not prevent large 
and medium-sized farms from receiving considerable benefits from the 
project, despite the project paper's statement that such benefits would 
be precluded. Moreover, the selection criteria say nothing about tenure 
status and possible threats to tenure security that might result from 
road construction. The project has encouraged agricultural growth, 
but it has done little to promote more equitable growth. 
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Tbis and other Impact Evaluation reports i ndicate that AID is trying to 

reach the toe rural poor. In many cases the project itse f does not "succeed," 

in others, the project is a physical success but t he poor are not reached, or 

not reached satisfactorily, or other social groups are taking advantaKe of the 

benefits. 

as a more than pessing observation in light of tbe commments in Part III C 

of this study on the role of contractors today , ~f the seven which might be 

called New Uirections projects, AID itself implemented none. Five were imple­

mented by the host government or local jurisdic t ion, one by a semi-private re­

search insti~ute, and one by CARE. 

Summaries of the nine New Uirections project impact evaluation studies 

and a brief preview of whether the studies specifically addressed the question 

of how well the projects met New U1rections criteria appear in Appendix C. 
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V. CONCEPTUAL AND PRACTICAL PROBLEMS INHERENT IN NEW DIRECTIONS 
PROJECTS: A CRITICAL APPRAISAL !/ 

Any type of development assistance project involves specific sets of 

problems and the potential for failure. Often these aspects of a project 

cannot be perceived clearly until actual experience is gained. This has 

been the case since the first development assistance projects in the early 

1950a. This section should be seen aa an effort to identify those specific 

problems inherent in the Np.w Directions approach that might merit closer 

attention. 

The conceptual and practical problems that arise as a result of 

attempting to implement New Directions programs can be grouped under 

three major headings: 1) problems that are inherent in the execution of 

these types of highly disaggregated redistributive programs; 2) problema 

that arise in the local environment during or after New Direction project 

implementation; and 3) problems that are related to the bureaucratic conse-

quences of AID's efforts to carry out New Directions programs. 

1. General Problems Inherent in the Execution of New Directions Programs 

As Parts I and II of this study indicate, the New Directions mandate 

was the culmination of a trend to greater specificity in the foreign aid 

legislation and the belief that the benefits of development were not reaching 

the lower strata in the developing countries. The legislation itself 

reflected many of the hopes that had been expressed in the Great Society 

1/ Many of the observations in this section are based upon papers by 
Nicholson, Norman K., The New Congressional Mand ate for Aid and Rural DevelOPMent 
Strategies. Chapter 12 in The Role of U.S Agriculture in Foreign Policy. 
Fraenkel, Hadwiger, and Browne eds. Praeger. N<w York. 1979; and Nau, Henry R. 
The "New Directions" of U.S. Technical Assistance Programs: A Critique. Addres s 
before the Washington Chapter, Society for International Development, given at 
the School of In ternational Service , the American University. March 21, 1975. 

87-392 0 - 82 - 26 
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programs of the late 1960s: the poor wr.re a suitable target group to be 

recipients of direct government intervention to help them improve their 

economic circumstances and to participate in the decisions affecting them. 

Underlying these hopes was the conviction that economic improvement could be 

the result of direct political action. The same basic thrust underlay 

the New Directions mandate except that its scope was i nternational and the 

target group was the rural poor rather than the urban poor. The goals and 

nature of New Directions programs created a set of problems which AID has 

attempted to deal with. 

The New Directions mandate was a congressionally established redistrib­

utive growth policy. The policy was to be implemented by an American aid 

agency in conjunction with the host LDC government ministeries. Tbe character­

istics of the target groups were extremely varied and little was known about 

their relationships to other elements in their societies. In the implementation 

of New Directions projects, the resources to be delivered had to pass through 

a series of power centers in which contending political and economic interests 

fought over their control. II 

The New Directions policies were to direct benefits to specific economic 

groups. This meant that, somehow, attempts would have to be made to exclude 

other--and in most cases, traditionally influential groups from the benefits. 

Thus, the small farmer strategy had to reach groups with practically no 

resources; then it had to devise a package of policies and technology that 

would make the small farmers into efficient producers; following this, that 

group would have to continue to receive support to insure the viability of 

II Nicholson, op.cit. p. 216 
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che project; all the while trying to keep traditional elites in the region 

from siphoning off the project's benefits. 

Marever, in the provision of appropriate technology to developing coun­

tries, valid questions about the U.S. role can be raised . For example, what 

comparative advantage does AID, an American institution, enjoy in the provi­

sion of low technology, labor intensive technical advice? 11 For example 

recent American agricultural experience differs dramatically from what is being 

proposed for the LDCs today: in the United States, large-scale, high-techno­

logy, low-labor input, market provided complex financing arrangements, and 

relatively little government intervention in marketing decisions have brought 

great success. Almost all of these factors are considered undesirable for LDCs 

from the perspective of the New Directions mandate and therefore are not to 

be fostered. The AID emphasis on encouraging land reform, for example, is a 

current example of policy that is contrary to U.S. historical experience. In 

addition, much of the success of American agriculture is based upon cultural 

characteristics of American business and farmers. The ability of advisors 

rooted in the American tradition to devise successful strategies for develop­

ment in radically different cultural settings is still open to question. 

The decision to favor the least advantaged groups and to try to insure 

that they benefit from the projects produces continuing high overhead support 

costs in comparison to other typea of development activities. These costs are 

both economic and administrative. The economic costs are incurred as scarce 

resources are invested in a group that is less capable, or--in some cases, 

perhaps, - -incapable, of efficiently using them for productive purposes. It is 

assumed that by providing this group with productive inputs of the e~i&ting 

l! Nau, op. cit. pp. 10-13 
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social and cultural impediments to economic success will become unimportant. 

The administrative coats take the form of additional government employees 

necessary to make the initial delivery of goods and services and, later, to 

insure that those resources continue to be received and are not diverted to 

other social groups. 

The political consequences of New Directions programs can be great. 

Essentially, New Directions programs involve efforts to by-pass, to a greater 

or lesser extent, existing political and social structures by a foreign 

government agency to deliver services directly to the least productive group 

in the recipient society. While the intentions of the New Directions programs 

may be humanitarian or development oriented rather than political, their 

effects, whether the actual projects are successful or not, go directly to 

the basic relations among competing social and economic groups in LDC society. 

These are potentially more far reaching than any "political" deals struck 

with LDC governing elites. if Furthermore, the mandate assumes that partici­

pation in the political process by this economically disadvantaged group 

will somehow have a salutory political outcome. While the latter is possible, 

the mobilization of a politically aware, economically disadvantaged group can 

also result in increased demands for services, increasingly unrealistic expec­

tations, and greater instability. In addition, the linkage between U.S. 

foreign policy goals and New Directions projects generally or any specific New 

Directions project in particular, is often tenuous at best. Calculations of 

political returns, other than perhaps expectations of a general sense of grati­

tude either from the recipients themselves or LDC elites, are practically impos­

sible to make with New Directions programs. 

it op.cit. p.1S 
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The role of LDC elites in the New Directions process is itself anomalous. 

If the projects succeed in their own terms--the INVIERNO project in 

Nicaragua discussed in Part III E is an excellent example--they by-pass the 

existing political and social structure. On the other hand, it is unlikely 

that New Directions projects will succeed without a firm political commitment 

from the same elites. The assumption seems to be that host country elites-­

regardless of the resource endowment of the country-do not "care enough" 

about their poor whereas the external donor does. 

Another problem that has arisen in New Direction projects is their 

continuing need for economic or bureaucratic support and maintenance. Many 

of the health programs require levels of staff and material support the host 

countries seem unable to provide. Neither conceptually or administratively 

have New Directions projects been concerned with income generation. Vet this 

income is necessary if the projects are to continue. The project may by a 

"success" in terms of delivery of services or technology, but a failulre 

because it is not self sustaining. Thus, like the Sine Saloum rural health 

care project in Senegal, the projects are established, but because they are 

not integrated into the local economic, political and social system, they are 

not continued. 

2. Field Problems 

The successful implementation of New Directions projects requires a very 

sophisticated awareness of local conditions in the design and implementation 

stage. But, it is the nature of the AID design and contracting processes that 

project plsnners are often inadequately familiar with crucial details about 

local conditions. Among these details are knowledge about the economic, 

political, or social circumstances which exist in the pro;ect area before the 
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project is undertaken. The inadequacy of knowledge about sp~cific local condi ­

tions cannot be inexpensively remedied. The gathering, analysis and communi­

cating of these data to those responsible for project implementation would be 

very staff intensive and time consuming. Given the same New Directions man­

date, but fewer, and larger projects, it might be possible to justify this 

significant expense. However, for the many small New Directions projects, the 

expense is difficult to justify. 

For mission personnel, New Directions projects involve new types of rela­

tions with the host country populace. Since the target group for New Direc­

tions projects is the poor, the AID mission official must bridge the cultural 

gap in order to know project recipients. Many mission officials do not do this 

very well; it requires changes in life-style that are difficult or distasteful 

to carry out. For those who do, there may be another problem. They may meet 

with disapproval from U.S. Embassy staff who begin to think of the mission 

as "going native." Or, the host country government may think that the mission 

staff i. too far in front government policy. 

New Directions projects are difficult to negotiate with many developing 

country governments. Earlier projects, for example, large dams and roadworks 

could be used by host country governments to legitimize their political 

systemS. New Directions projects are not as visible; they are not in capital 

cities; they are not intended to benefit the elites who often are key sup­

porters for these governments. Many host country officials have reservations 

about a basic needs strategy, and they are concerned about maintaining their 

political 8upport--a support that often does not come from the rural poor. 

New Directions projects are more difficult for AID personnel to negotiate 

with U.S. Embassy staff. For example, the Ambassador may not be persuaded 

that they give him any special advantage in his dealings with the host country. 
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The relationship of the U.S. ambassador and the AID Mis.ion director is of 

central importance. The ambassador must sign off on the Country Development 

Strategy Statement. If the ambassador encounters assertions from the host 

country officials that development assistance is not responsive to their own 

agenda, (for reasons, such as those discussed abovel he may withhold his 

approval. 

Another major difficulty with New Directions projects concerns the crea­

tion and continuation of local structures needed to insure participation by 

project beneficiaries. The outside contractor must create some sort of organ­

izaton to receive and direct the project benefits and to articulate the needs 

of project beneficiaries. A major goal of this activity is to provide the 

poor with some sort of organized capacity for local control over the additional 

resources intended for them. But, positive long-term results are unlikely 

unless this type of political technical assistance creates structures or insti­

tutions that draw upon indigeneous strengths. The difficulties in creating 

self-sustaining quasi-political institutions are enormous; especially when 

efforts to do so are based on models of participation unsuited to the project 

environment. Not only are the social structural bases and behavioral skills 

often poorly developed, but also functioning local governments are likely to 

see this sort of intervention--whether actively supported by the national 

government or not--as a threat to their authority. On another level, the 

longer-term New Directions project support requirements can also function as 

a drain on local resources. As Nicholson has observed, "It is possible for 

national governments and foreign aid donors to build roads. It is typically 
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impossible for local governments to maintain them afterwards." l' The Philip­

pines Rural Roads Project discussed above provides is an example of this 

problem. 

AID's increasing commitment to contractor implementation also 

creates problems that are particularly severe in New Directions projects. 

Because certain projects, for example those dealing with integrated rural 

development, demand a high degree of coordination and organizational coherence, 

contractor indadequacies in these areas are of great concern. Problems with 

contractors are more difficult to diagnose promptly and more difficult to cor­

rect than projecta wholly under AID's control. In addition, especially in the 

area of agricultural development, some contractors-for reasons they find profes­

sionally convincing--have shown themselves to be strongly opposed to certain 

New Directions strategies. In these instances, some contractors may pursue goals 

that are primarily producton oriented rather than oriented to the poor and to 

their participation in the development process. 

3. New Directions and Bureaucracy 

The bureaucratic problems engendered by New Directions programs affect 

both AID and the host country. 

For AID, New Directions programs require different types of planning, 

implementation, and evaluation processes. New Directions planning is intended 

to ~reate programs that accomplish the goals set out by the legislatsion. 

Thus, concerns are not so much with the concrete measures needed to insure 

economic development, but rather with those measures needed to direct project 

benefita to the poorest LDC residents. Questions about the appropriate 

incidence and distribution of benefits now occupy significant parts of the 

11 Nicholson, op.cit. p. 232 
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planning process. How poor does a group have to be to qualify? What does 

"non-poor'" mean in a context where average per capita income may be only 

$500 a year? What must be done to insure the proper distribution of project 

benefits? 

From AID's standpoint, oversight of New Direction--as opposed to conven­

tional--project implementation requires much more sustained , detailed involve­

ment in the process. The amount of staff time needed to insure a desired 

result is greater. The interplay now required with host country ministries and 

contractors involves AID in political and bureaucratic processes over which it 

has little control. Thus, AID employees are put in the position of depending 

upon others to insure project success. 

The elaborate project design and evaluation process is partly a result of 

the New Directions mandate. Clearly, AID has for many years needed some sort 

of post Hoc evaluation method that was integrated back into the planning process. 

But, the difficulty of isolating New Directions project contributions from con­

tributions of the myriad other forces at work in any economy has led to elaborate 

project designs and more detailed post hoc evaluations. 

One result of the current AID effort to obtain more feedback might be a 

planning process that i. even more elaborate and time-consuming than at present. 

A likely bureaucratic response to consequent criticism would be to narrow the 

definition of projects so that only specific and highly detailed ones are 

proposed. 

Host of the bureaucratic problems encountered by host country organiza­

tions attempting to administer New Directions programs are variants of those 

encountered by AID. A few, however, are unique to the LOC setting. Of partic­

ular concern is Nicholson 's observation that concern with direct delivery of 

services to the poor seems to encourage increasing bureaucratic centralization 
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and regulation within recipient countries. ~I The field-oriented, small 

project focus of New Uirections programs is much more labor int~nsive than 

were previous development strategies. And, it is a peculiar type of labor 

intensiveness . For, while LUC governments frequently control a larger percent 

of their country' 8 lol,!' than developed country "overnments, they are usually 

chr onically short of trained administrators. New Uirections projects require 

these trained administrators and they also require the existence or their sup­

port organizations in the central ministries. AS such they are doubly resource 

intensive. Ironically, part of the New Uirections mandate involved moving 

away from investment in manpower training and higher education. Thus, not 

only were the skilled manpower shortages within these countries not addressed 

by the lIew Uirections policies; at the same time, the same skilled manpower 

was needed to implement the projects. 

finally, as noted above, "integrated" programs are even more complex 

administratively. From the host country perspecitve, they require decentrali­

zation in typically highly centralized administrative systems, and inter­

ministerial cooperation in highly segmented bureaucracies. Above all they 

require even more intensive uses of scarce staff resources. 

§j ldcholson, op. cit. p. ~U-U3 
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VI. A. FUTURE BILATERAL AID POLICIES !I 

The range of alternatives to current U.S. bilateral development assistance 

programs--assuming that one wished to continue a program aimed solely at devel­

opment in LDCs--is fairly wide. In short hand terms this range can be illus­

trated a8: expanded New Directions, different New Di rections, and reduced Dr 

no New Directions. The last category would include such alternatives as an 

increased Economic Support Fund, a return to much greater support of infra-

structure projects, and a "no strings" aid policy. 

1. Expanded New Directions 

The programs that would be included in this category involve a continuation 

of the current New Directions thrust, with possibly an even greater emphasis on 

social technical assistance programs and an expansion of the target group. 

Programs envisaged here would involve more outreach to the rural poor and also 

the urban poor, specific targeting of those groups which are not the focus of 

current programs. Greater emphasis could be placed on community action programs 

and the integration of women into the decision making process. As a concomitant. 

less attention would be devoted to the impact of these new New Directions 

progrsms on the local and national economies. AID would become a learning, 

teaching and demonstration agency with a much greater reliance than at present 

on contractors. Because of the expansion of focus to cover the urban as well as 

the rural poor, new outreach programs for the urban poor would be developed. 

11 The total U.S. aid package presently consists of separate programs for 

bilateral and multilateral food aid, bilateral military assistance, multilateral 

development bank programs. and separate multilateral development programs such 

as the U. N. Development Program. The justifications for and relationShip be­

tween a bilateral development assistance program of whatever configuration and 

these other programs is a subject for a separate study and will not be covered 

here. 
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2. Different New Directions 

This set of programs would use some of the New Directions target groups 
and program, but reform the programs. Here the rural poor might remain the 

focu8 of the programs, but the primary goal of U.S. effort might be the 

creation of specific income generating programs or technology transfer by 

individuals more directly tied professionally to the goals to be achieved. 

Thus, programs might involve more intensive use of farmers, or perhaps 

agronomists in agricultural programs; physicians or nurses or educators in 

health care delivery; small businessmen or small firm financial advisors in 
local enterprise creation. The primary purpose of the programs would be to 

provide advice and, where needed, commodities to create self-sustaining eco­
nomic units that would be capable of functioning in their existing environ­

ments. A possible approach would be to provide technological support to 

training centers through which technological insights could be more widely 
diffused to the poor than is possible through direct aid programs. Less 

attention would be paid to project design by AID since the goals of the 

projects would involve the adaptation of existi~g economic activity to the 

host country environment. 

3. No New Directions 

To a greater or lesser extent, one of these policies, the increased use of 
the ESF, has become the option for a very large portion of the U.S. bilateral 
economic aid program. For fiscal years 1979 and 1980, over 45 percent of 

bilateral U.S. economic assistance was provided through the ESF--admittedly 
to only a very few countries. 

Current uses of the ESF include the entire range of economic aid programs: 
cash grants, commodity import financing; projects that could clearly be called 
infrastructural, and some that are clearly New Directions. 
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A second major option under this heading would be a return to a sreater 

emphasis on infrastructure development and support. Here U.S. aid could be 

specifically aimed at the construction of such physical infrastructure 

elements as roads, dams, and electric transmission linea, or the provision of 

such social infrastructure elements as banks, credit unions, and cooperatives . 

This option would involve AlU personnel directly in the execution and super­

Vision of infrastructure projects, and would, like the different New Directions 

noted above, be intended to produce tangible products with specific economic 

impacta. 

A variant of this option could be called "no strings" development assis­

tance. This would be similar to general program lending in that the transfers 

would be almost entirely financial, but different in that the transfers would 

be directed at specific projects. Thus either an AID field mission or the 

host country would present a request for a specific project in enough detail 

for AID Washington to make an educated guess as to its desirability and feasi­

bility. Then AID would authorize the entire sum of money for the project -­

in tranches if needed--and then let the host country carry out or contract to 

carry out the project. Criteria with respect to economic practicability and 

cnmpatibility with U.S. foreign policy goels should be clearly established 

and followed. 

One "No New Directions" alternative that should be mentioned here would 

have even fewer strings attached and would involve grants or loans for general 

tasks or purposes--very much like the Section 451 Contingency Fund in the 1950s 

and 1960, or Security Supporting Assistance program loans. Here the money 

would not be tied to specific development projects--though support for these 

could be undertaken with this type of funding. Instead the funding would be 

provided directly to the host country government for general purpose use. 
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B. POTENTIAL COSTS AND BENEFITS OF SPECIFIC FUTURE BILATERAL AID POLICIES 

The purpose of this section is to assess the potential costs and benefits 

of the three illustrative in options bilateral aid policy set out above in 

light of the major actors or interests: U.S. foreign policy, the LDCs, Congress, 

and AID. 

1. Expanded New Directions. 

The impact of expanded New Directions on U.S. foreign policy is difficult 

to anticipate. For those relatively few countries that are enthusiastic sup­

porters of New Directions style projects, more of the same would probably be 

welcome. The extent of that welcome would depend upon the ability of the host 

country to incorporate more New Direction style activities into its bureau­

cratic operations. A further issue might involve the continued financing of 

New Directions costs after the initial projects had been put into place by AID 

or another donor. Host gnvernments with relatively healthy, growing economies 

might be more likely to accept the fiscal commitments for project continuation 

that are often associated with New Directions efforts. For those countries 

that are opposed to New Directions programs as currently structured, either 

because of potential political instability generated by the projects, long­

term continuing financing problems, increased administrative costs, or other 

reasons, expanded new Directions would most likely not be welcome. 

One possible outcome would be for LOCs to welcome more New Directions in 

public statements and international foruma, but to oppose such an expansion 

privately. In this case, the overall effect on U.S foreign policy would be 

diffucult to assess since the gap between private and public statements would 

give mixed signals to U.S. foreign policy makers. Some LOCs that were willing 

to accept existing New Directinns projects might balk at their extent ion to an 
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urban enviroment on the grounds that this would involve the United States and 

the host government to an unacceptable degree in processes that could be 

extremely destabilizing politically. 

The politicsl returns to the United States from carrying out expanded New 

Directions may be small. Since the purpose of the programs would be to help 

more of the poorest of the poor in the LDes, unless these individuals were able 

to organize in favor of U.S interests--an extremely unlikely outcome--U.S. 

political benefits from more New Uirections would depend almost wholly on the 

reaction of LUC governing elites to the new programs. If the new programs 

succeeded end provided political benefits to those elites, there is the possi­

bliity that they would recognize this and be grateful to the United States. 

On the other hand, if the programs appeared on balance to stimulate political 

instability and fiscal strain, the Unitad States could suffer from both the 

perception and the reality of having weakened the effectiveness of Third World 

country elites. 

From the point of view of AID, expanded New Directions would imply a victory 

of those arguing for a participatory strategy against advocates of a sectoral 

atrategy, a debate discussed in Part III A of this study. Part of this resolu­

tion would involve less emphaSis on activities that contribute more directly 

to economic growth. AID would probably rely to an even greater extent on con­

tractors, and continue to evolve lnto a project design and monitoring agency. 

More separate small projects for a given amount of funding would be likely. 

Extending New Directions policies to urban environments would mean hiring and 

training more (and different from present) professionals to plan and monitor 

programs. Further, it would require the creation of neW and more fully devel­

oped approaches to urban economic, political, and social development to guide 

the new outreach programs. This evolution might be a very lengthy process. 
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Hore New Uirections would probably entail the same, or greater, detail 

in planning and executing projects. In addition AID would have to deal 

even more extensively with the host country miniscries responsible for 

urban affairs . 

The likely reaction of Congress to expanded New Directions would 

depend upon the extent of the political support for the basic idea of 

giving aid directly to the poorest dwellers in the developing countries. 

Those in favor of such aid would be more likely to support its expansion. 

Those currently opposed to New Directions policies will most likely oppose 

their expansion. A middle group might be persuaded to support more New 

Directions if the proposed programs were shown likely to be successful 

and, most importantly, did not appear to add significant increases in 

costs to the federal budget. Hore New Directions could be presented as a 

way of maintaining a U.S. presence in the Third World at a relatively 

low cost. 

From the standpoint of congressional oversight, expanded New Direc­

tions would most likely make more work. The projects themselves would 

be more diverae and numerous than at present. Overseeing their execution 

and determining their costs and benefits would be more difficult as would 

be determining the political returns to the United States from individual 

projects. Also, determining how effective AID was in its operations would 

most likely become more difficult. 

2. Different New Directions 

uifferent New Directions would focus on continuing to target U.S. 

development assistance projects at the poorest rural dwellers in the de­

veloping countries snd, at the same time, make the projects economically 
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viable. Significant private sector participation and greater attention 

to technology transfer might be elements in this approach. 

The foreign policy returns from different New Directions projects could 

be somewhat greater tban at present. Elites in tbose countries that currently 

welcome New Directions projects migbt be pleased that the poor were becoming 

active contributors to tbe economy if income generating efforts were successful. 

The main problem with the different New Directions approach is that it 

still would not addreas LDC infraatructure needs. Even if the projects were 

viable in themselves, they would probably not contr1bute significantly, to the 

bu1lding of a self-sustaining modern economy over the short. A secondary 

problem could be conflict between the possible private sector ethos of some 

of the programs and the generally statist outlook of LDe elites. 

One of the main effects of following the different New Directions 

strategy would be to resolve the participatory versus sectoral strategy 

controversy in favor of the latter position. The impact of economic 

pbenomena on different New Directions projects snd of the projects on the 

economy would hsve to receive primary consideration in the design and 

implementation of projects. The existing complex planning process would most 

likely remain the same--and might even be added to. AID would continue to be 

a project designing and monitoring agency with relatively small amounts of 

field operational responsiblity. The complex interaction between host 

country bureaucracy, AID mission personnel, and project contractors would also 

probably continue relatively unchanged. However, the end product of the 

process , jobs or economic growth, if successful, would be obvious and visible. 

For Congrass, different New Directions could be seen as an evolution 

of current policy, rather than as a major policy change. Different New 

Directions could be presented as an improved New Directions. The fact that 
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this policy would be a modification of existing policy is both a strength and 

• weakness. Those who approve of New Directions might prefer expanded New 

Directions, but in the end would most likely support different New Directions. 

Those opposed to New Directions --or aid in general--would most likely not be 

converted to support by this policy. A main problem with this option in the 

current budgetary environment is that it is not a sufficiently dramatic change 

from existing policy. 

3. No New Directions 

The specific impact of this general policy would depend upon which of the 

three options in this cstegory were chosen: increased ESF, new infrastructure, 

or uno atrings." 

Increased ESF would offer greater flexibility than currently exists to 

program development assistance that was substantial in amount, could be 

fairly quickly dispensed, and related to specific economic growth, infrastruc­

ture, or balance of payments needs. New infrastructure would be a return to 

attempting to deal primarily with the physical infrastructure needs of the 

developing countries. No strings aid could take two forms: in one, a direct 

cash transfer to the intended beneficiary country for certain stated projects 

with AID involved in the final contract monitoring and disbursement; in the 

other, AID would act as a turnkey project financier for U.S. firms to deal 

with. In the latter case, the design, execution and most of the inspection 

of the project would be done by the contractor. AID's role would involve 

initial planning and final inspection and disbursement. 

Increased ESF, new'infrastructure, and no strings aid would most likely 

be very popular with LDC recipient governments. The returns would be directly 

visible to them and the kinds of potential political and social dislocations 
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possible wieh hew uireceions projeccs considersbly less. Whecher chis popula­

rity would translate into support for U.~. foreign policy ~osls is problematic. 

The programs, depending upon cheir contenc, woulc complement or compete with 

the activities of the multilateral development banks. This could dilute tbe 

political impact of the U.S. efforts but increase their economic effectiveness. 

The mirror image of the many, smaller, and less expensive New Directions 

projects, no New Uirections would involve fewer, larger, and more expensive 

projects . Thus, one of the main questions this policy would leave unanswered 

is whether enough resources would be made available to wake it effective in 

either political or economic terms. It would be easier to "maintain a U. S. 

presence" with more numerous, smaller New Uirections projects than the few 

no New Directions projects. This particular problem is more acute today than 

it has been in the past for two reasons: there are are many more potential 

recipient countries, and, because of inflation, a few large capital-intensive 

efforts could use up all of the resources likely to be appropriated for 

bilatersl development aid. 

The implications for ALU of the three types of no New Uirections aid are 

different. For expanded ES~ and new infrastructure, AlU would have to hire 

more individuals who were actually involved in project implementation. The 

type of personnel required would be more like those at AID in the early lY6us 

when the agency was heavily involved in infrastructure building. No strings 

aid staffing would resemble present desired staffing patterns--but with 

entirely different professional specializations--since they would be involved 

mainly in the initial deSign and speciiication setting stage and in final 

inspection. A change to no New Uirections aid would probably suspend the 

currene debate inside AIU between proponents of the participatory and sectoral 
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stragegies and replace it with arguments concerning the macro and micro econo­

mic impact of specific projects and their political return. 

Because no New Directions projects would be larger. fewer, and more 

measurable. congressional oversight problems would be more manageable than is 

currrently the case. On the other hand. especially with nO strings aid, 

Congress might feel that the opportunities for corruption or diversion were 

so much greater that closer oversight was needed. 



APPENDIX A 

MAJOR CHANGES IN THE AID ORGANIZATIONAL STRUCTURE 

Introduction 

Since its establishment nearly 20 years ago, A.1.0. has experienced four major changes 
tn structure. The rollowing statements focus largely on the structurararrangements 
that resulted from the four changes. Pro9ramriattc and other major emphases during these 
periods are expressed In other documents (e.g. relevant delegations of authority, policy 
stalements, budget al1ocattons, etc.). The rol1owlng statements highlight some of the 
morc general assulliptions and objectives ror edch uf the four changes. 

~ .... 
-;a 



Septl!lllber ' 1961 

In Lhe new AID organlzallon. strong regional hureaus tfero ,created In Washlng'Lon to bring InLo sharper 
focIIs regional and counLry devololNnent analysis and ad,"lnlslratlon. as distinct from (unctlonal s"eclal­
hallon, and to enconrage closer cooperation wltlt the Oepartment of State. Primary emphasis was pJaced 
on Lho less developed country ItseH. through the strong reg'lonal bureau structure. The chain of COIR­
mand to the field ran In a dlreel line from Lhe Admlnhlrator Lo the Assistant Administrators In charge 
of the regional burellus, lind thence through the I\mbassadors to the Chief of Lhe Country '1'sslons. Thts 
relatlonshl" Is expressed In the original organization chart submitted wlLh the President's message to 
Lhe Congress fn )961. 

~ .... 
00 



Februdry 1972 

The AID Ref 01111 plan -- based on the new concellts of foreign assistance contained In the rresldent's Message 
or Selltemher 1970 and Allrll 1971 -- was lhe first hliljor change In program direction and organlzaLlonal struc 
lUre or AID since lhe Agency's 'ncelltlon In 1961. Theplan 'ntroduced bas Ie changes In A 10' s progranllling 
policies , priorities. style of operations. and organization • ..,lthln the constraints of existing legislation. 
In order to respond dlore effectively to the develolIHlent Ilroblems or the 70s. 

To Implcment the organhatlonal aspects of the Reform Plan, A,O: 

t. Drought together, under central direction. overseas private voluntary programs. disaster relief. and 
general relief and rehabilitation activities of the former Office of rrlvate Overseas Programs: and pop­
ulation activities fonnerly IIe,'formed In the Technical Assistance Dureau and the gcograllhlc bureaus. 

2. COlllhlned In a new nllreau for Asia the devetolJmcnt IlrograPls administered by the former Dureau for lIear 
East and South Asia aPlI lhe former Office of East Asia OeveloJllllel,l ProgralRs. 

3. Cenlrallzed, In a single Dureau for rrogra," and Managcment Services. Agelley sUllport services In the 
a,'eils of partlclllllnt training. contract services. cORlllodlty procureD,ent. el/glneer lng. controller. I'er­
sOl/nel . hlanagement Illanning. data systems, and adllllnistratlve sUPllort services. 

4. lIeorgnnlzed the Dureau for Program allli I'olicy Coordillation to Include. In addition to Its ronner res IlOn­
slhllltles: (I) a consolidated hudget office comllllling the staffs concerned wlU, bUllgeLlng In the Office 
of Lhe Controller an" In I'rc; (2) a technical assistance sLaff to provide a central point for p,'oeesslng 
Agency IIroJects to assure cOIIslstellcy with I,olley and sector olljectlves; (J) the staff and functions or 
lhe Office of Evalualloll frOll' the Office of the Administrator; (") a stren!llhened 1101 Icy analysis oUlce; 
and (!.i) a stren!lthened International assistance coordination office. 

, 
Tho first 1\10 organization chart to reflect these changes was Issued rebruary 17. J971. 

~ -(,C 



Agency for Intemalionnl Devcl.opment 

r-i GCllcrol COll1l801 J 
I ~ food For PODeo 

ADMINISTRATOR i-f Audllor Genoml I 
I lnbor Allnlrn J- ~- OEPlfTY f\Dr,nINISTAATOFl' - ~ l.cUlsloll,vo A"olra I 
I Public Solely J-

~ Public Anolra I 

I I 
ASSISTANT ADMINISTnATOn 

ASSIS:rA~ ADMINISTRATOn 
Populollon & 1 Tochnlcnl Assisionco 

Ilumonllnrion Asslolonco 

~ 

~ 

.. 

U I 
ASSISTAtlf ADMINISTIIATOn ASSISTAtlf ADMltliSTRATOn 

Proormnnnd Progrrun ond Policy 
Mnnouomonl'Sorvlcos 3 CoonJlnollon I, 

REGIONAL BUREAUS . 
I I I I 

rAm ADMINISTflAlon I fASSISTANT AUMll'IlSTRATOflll ASSISTANT ADMINISTRATon II coonOiNATon l 
Aslo 2 Alrlco LaUn Amorlco Supporllng Ass'slonce 
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March 1978 

Dy Harch 1970 lhe 1110 ReorganIzation Task Force appoInted by tlte IIdmlnlstrator In mld-1917, had, for lhe most part. 
cOlJ1l1eled Its functional revIew of the Agency and reconmellded a number of major changes In program direction and 
organIzational structure, many of whIch were approved by the 1110 Adlnlnlstrator. This reorganlzotlon, cOlllOOnly re­
ferred to as the 1110 ReorganizatIon of 1977-70, Included the following d,anges: 

1. Established a new Dureau for PrIvate and Development Cooperation, wIth responsIbIlity for encouragIng the effec­
tive partIcIpation of nongovel"l1lllental Institutions In support of 1I10's developmental and humanitarian obJec­
tives. The new Dureau was cOlJ1losed of the formerly Independent offices of Food for Peace, ReImbursable Develop­
Rlent Programs, oOfflce Of labor IIffalrs. U.S. ForeIgn DIsaster AssIstance. and the Office of Prlvale and VoluntarJ 
CooperatIon (transferred from the DureiU for PopulatIon and 1~ltarlan Assistance). The Office of Foreign 
~Isaster IIss Ishnce continued to provIde line support to the Pres Ident·s Spec la I CoordInator for International 
Disaster AssIstance (the AID AdmInIstrator). 

Z. Establ'slred a new Dureau for Development Support. incorporatIng certaIn functIons of the former Bureau for 
Techn Ica 1 IIss Istance. Dureau for Population and llumanltar Ian IIsslstance, and the Dureau for Program and Hanage­
ment ServIces. PrImary responsibIlities Included supportIng Hlssion and GeographIc Dureau development efforts 
In agrIculture, health, nutrItion. population. education. rural and urb~n development. scIence and technology 
development. housIng. International trainIng. develol,ment Information and energy. lis a result of the reorganI­
zation. the r ole of the GeographIc Dureaus was strengthened by the transfer of selected country and reglon­
wIde pl"Ograms. and associated staffs. IncludIng technical, engineering and population personnel. 

I 3. 

4. 

5. 

The Office of PersOnnel and Hanpower was tranSferred from the DUl'eau for Program Bnd Hanagelllent ServIces. along 
wIth Its labor relations function, and was eslab IIslled as an Independent off Ice, report Ing dIrect Iy to tile 
AdmInIstrator. The offIce was redesignated the OffIce of Personnel and TraIning. 

TIle Office of Flnanc lal Hanagelllent was also transferred froAl the Bureau for Program and Management Services 
along , .. 'th the workforce allocation functIon andowas established as an independent OffIce. reporting dlrectiy 
to lhe AdmInistrator. 

ReassIgned withIn the Dureau for Program and Polley Coordlnalton lhe economIc coordInating function. IncludIng 
both development and supporting assistance. with 1IIt1ltary assIstance (prevIously performed by the Regional 
Coordinator and Military Assistance Staff of PPC). °to the IlIIIIedlate Office of lhe AssIstant JIdIIlnlstrator of 
PPC. Incorporated also the Orrlce of NolII!n In Development, (formerly an Independent office). and the Operations 
IItipralsol Staff (previously an eOlement of the Auditor General's OffIce). 

t; .... 
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October 1979 

Errectlve October 1, 1979, the U.S. International Development Cooperation IIgeney (IDeA) was established. (See 
IDCII chart above.) lhe new IIgeney was assigned prllllary responslblltty for establtshlng overall development assIstance 
polIcIes and ror InternatIonal development actIvItIes supported by the unIted States. Pursuant to ReorganIzatIon 
Plan 110. 2 of 1979 and the Implementing Executive Order, the DIrector of IDCII serves as prfnclpal advIsor to the 
President on InternatIonal development matters, IncludIng trade, Invesbncnt, scIence and technology, Dnd other 
economIc matters sIgnifIcantly affecting developIng nations. 

IDeIl DelegatIon of AuthorIty No. 1 provided for: 

the contInuatIon of A.I.D., previously estlbllshed tn.the Department of Stlte, IS an /\gency wIthIn IDCII; 

the contfnuat Ion of the Overseas PrIvate Investment CorporatIon as a government corporatfon wIthIn IOCA, 
wIth the IOCIl DIrector servIng as Chalnnan of the DPIC Board; and 

the establishment withIn IDCA of the new Institute for SclenUflc and Technological Cooperatfon (lS1C), 
the efrectlve date for whIch was postponed pendIng further CongressIonal action. 

In addlt!on to the Dutliorltles delegated to IDCA relating to 11.1.0., DPIC , and· IS1C, certain other responsibilities 
were assigned In regard to Hultllateral Development Banks and InternatIonal OrganIzatIons. 

11.1.0 . was assIgned responsIbIlIty for provIding certaIn support servIces to IDeIl and DPIC as well as IS1C upon 
Its estab 1fshment • 

. Subsequent to the establishment of IDCA, the 11.1.0. OffIce of Reimbursable Development Programs WlS abolished, 
effective July 1, 1900. Concurrently. the Trade and Deyelopment Program (TOP) WIS established withIn IDeA. The 
Dlreclor of TOP was delegated the functfons under the FM necessary Lo carry out U,e programs authorized by Sections 
607(a} and 661 of the FM except as they relate to the Excess Property Program In 11.1.0. 

On Noveniter 4, 1980 the A.Lo. IIdmlnlstrator approved the establishment of a new Independent orflce wIthIn 11.1.0., 
the Orrtee of the Science IIdvlsor. The OffIce serves as the vocal point withIn 11.1.0. for artfculatlng the role 
of science and technology In development. 

The resulting (current) organIzation chart for 11.1.0. follows. 

~ 
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APPENDIX C 

1 . SUMMARIES OF NEW DIRECTIONS PROJECTS IMPACT EVALUATION STUDIES 

a . Colombia: Small Parmer Market Access 
AID Project Impact Evaluation Report No. I, December 1979 

In 1975, AID approved a $5 million loan to support the Colombian 
government's rural road construction program. The government of Colombia contr­
ibuted $7 million in pesos. The project, not yet completed, would r~sult in the 
construction of 59 all-weather, unpaved mountain roads of 8 kilometers average 
lengt~ The roads would link the mountain communities to market towns. Access to 
markets would encourage agricultural production. In addition, access roads would 
open the communities to agricultural extenSion, as well as health and educational 
institutions and services, which would further contribute to the improved welfare 
of the campesinos. 

Those people who live in the mountains of Colombia are among the poorest 
people in the country. The AID team identified substantial and immediate bene-. 
fits to the rural poor in thoae regions serviced by the roads. The road resulted 
in a dramatic drop in transportation costs as farmers switched from pack animals 
to motorized transport. Signs of increased agricultural activity abounded and were 
marked by 8mall storage shacka built by campe.inos alongside the road to act as 
collect ins point. for truck pick-ups. These production increases stemmed from 
both more intensive and more extensive cultivation. The AID team encountered clear 
indications that farmers took the initiative to increase their use of agricultural 
credit, fertilizer, and improved seed in light of perceived opportunities to in­
crease income as a result of improved access. 

The rural poor of the mountain communities also benefited from improved 
health care. The ill were able to be transported more quickly and comfortably 
to facilities in t~wns and the campesinos realized and took comfort in this. 
Newly-established stores carried more protein foods, such as condensed milk and 
sardines, than before the existence of the roads. And farmers, by growing more 
food, were able to meet the · caloric requirements of their families more easily. 
The enthusiasm of the campesinos for this new road and it . influence on their 
lives are difficult to exaggerate. 

The success of the program has depended upon both the initiative and on­
goiDg particpation of the campesinos. In addition to the benefits to farmers, 
campesinos who worked on the roads received addi t ional income. The beneficiaries 
of the labor-intensive construction were rhe marginal farmers, landles., and 
unemployed in the communities. They also acquired skills while working on the 
roads such as cement utilization, levelins, and water diversion which they have 
been able to apply to improve their homes and farms. 

The "New Directions" project to construct roads in Colombia has dramatically 
improved the quality of life in all the communities vis ted by the AID team. 
The project has reached the poorest people in the country, and farmers and the 
landless have participated on a wide scale. The project offer. a replicable 
nodel to benefit the rural poor. 
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b . Philippine Small Scale Irrigation 
AID Project Impact Evaluation Report No.4, May 1980 

The government of the Philippines' concern for increased agricultural 
production and an improvement of the standard of living of farmers has 
resulted in the concept of farmer cooperative associations, formally called 
Irrigators Service Associations (ISA). There are over 1000 ISAs ranging 
in size from a few to 200 hectares, which borrow money and repay loans, 
cover costs of electricity, arrange for the equitable distribution of water, 
build canals, provide maintenance, and so forth. The ISAs are organi&ed 
into the Farm Systems Development Corporation (FSDC) under the office of the 
President. 

The major focus of the FSDC is increasing rice production. Two AID 
projects have supported the Corporation. The first project aimed to increase 
farmer income, to at least double employment opportunities, and to decrease 
the national rice deficit by 50 percent. The follow-on project shifted 
further toward improving the quality of life for ' small farmers by supporting 
irrigation projects. AID assistance totalled $18.3 million and was used 
for buying commodities and pumps, and for rehabilitation and farm support 
systems. The main problem of small farmers was an unreliable water supply, 
so funding was concentrated on engineering. 

The economic impact of the projects was to increase rice yields and the 
opportunity for double cropping. Approximately half of the farmers involved 
were able to plant two crops per year and harvested more from each crop. 
Rice prOduction can increase by as much as two to three times over rain-fed 
production conditions. The fundamental problem is that with rising costs 
the majority of farmers are already behind on their irrigation loan payments. 
Double cropping requires more time workIng in the fields, leaving less for 
off-farm employment that generates additional income. Yet, farmers have no 
doubt benefited from the projects. 

In almost all cases, including those in which the ISAs were experiencing 
trouble, the farmers have articulated the benefits they have gained from 
irrigation. The introduction ~f irrigation systems has closed the nutritional 
gap by providing food for the *starving months.* There were virtually universal 
statements that additional funds were used to pay school tuition fees. 

The project has resulted in visible and immediate benefits to small 
farmers. The beneficiaries, while not the lowest income groups in rural 
areaa, were subSistence farmers whose income placed more than half of them 
below the poverty level as defined in the Philippines. The Philippines is 
now self-sufficient in rice. The 'projects assisted i n reaching that goal, 
although it is impossible to determine the degree to which these projects 
contributed to it. 
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c. Effectiveness and Impact of the CARE/Sierra Leone Rural Penetration 
Roads Project 
AID Project Impact Evaluation Report No.7, June 1980 

Through 1980, AID has contributed $5.1 million of $11.1 million 
for a Rural Penetration Roads Project in Sierra Leone administered by 
CARE. The two phase project began in 1975 and has completed some 417 
miles of feeder roads to connect small farms and villages with markets. 
This project is one component of an Integrated Agricultural Development 
Proje~ (IADP) (unded by the lIorld Bank which would provide farmers 
with improved crop varieties, fertilizer, extension advice, and better 
marketing services. The aim of the IADP was to increase the production 
of export crops such as cacao and oil palm as well as rice to begin 
to alleviate Sierra Leone's worsening balance of payments situation. 
The Rural Penetration Roads Project would be an important component 
of the package. 

The impact of the roads have been mixed. Villages served by the 
roads have received more frequent visits by extension agents and vil­
lages have benefited from the easier delivery of many items. CARE­
affected villages, for example, use more cement i~ housing and building 
construction. Increased income has allowed villagers to purchase basic 
consumer goods like radioa, watches, and bicycles. Finally, the villages 
have benefited from greater access to health care and services. It was 
unclear the degree to which agricultural practices had been improved. 
There were some reports of more commercial activity, but these were not 
Bufficiently widespread to support firm conclusions. 

CARE-affected communities have reported a shorter range of fallow 
periods for rice c~ltivation. The substitution of export crops such as 
coffee, cacao, and oil palm for food crops has created rice shortages 
and greater swamp rice cultivation. There is some iadication that these 
shifts are bringing a loss of soil fertility, increased soil erosion, 
and increased deforestation. Yet, these were onl y suspicions of the 
author and no conclusive eVidence could be fouad. 

The report leaves unclear the answers to questions such as the 
degree to which the rural poor have benefited from the roads project 
and the extent of local participation in the projects. In the short 
run, the CARE roads project has had more positive than negative impacts. 
In the face of serious implementation problems, t he project has succeeded 
in constructing feeder roads to serve the rural people of Sierra Leone. 
Negative impacts, however, might far outweigh any benefits. The report 
concludes that additional investigation is needed to determine the over­
all impact of the project. 
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d . Morocco: Food Aid and Nutrition Education 
AID Project Impact Evaluation Report No.8, August 1980 

Catholic Relief Services received a grant of $450,000 from AIO in 1975 to introduce nutrition education into its 250 social education centers in Horocco which were distributing P.L. 480 Titla II food. These funds were used to establish a nutrition institute in Harrakech to train supervisors and teachers for the provincial and local levels. A curriculum was developed com­bining practical lessons 1n nutrition, sanitation, personal hygiene, and the treatment of childhood diseases. In February 1980, an AID project evaluation team visited Horocco and found a veil-organized and high quality system vhich had expanded to 300 centero under the Ministry of Social Affairs. The govern­ment of Horocco contributed some $4.7 million in 1979 for the operation of the prograe. The local cost of the centers and the wages of the teachers were fin­anced by the mothers themselves. 

While Horocco has a high per capita GNP relative to most developing countries, the project was designed to benefit the rural poor, particularly mothers and childran. Infant mortality was up to 170 per thousand in rural areas and severe malnutrition affected 5 percent of preschool children. Diets proved to be defi­cient in protein. fats, and several other key nutrients. The government and out­side donors had tried to respond. but the existing health system could respond only to 5 to 10 percent of the poor population. 

Participation in the program was viewed to be excellent. The team concluded that nutrition education in conjunction with food assistance had a measurable and positive impact on the 450,000 mothers and children participating in the program. Some 50 new ceneers Yere created by the Horoccan government in the year previous ~o ~he team's visit, and the government considered the program well-organized enough to handle a gradual phasing-in of additional centers and teachers. Pood aid posed the major constraint. 

The impact among the rural poor was that children in the program were impres­sively less malnourished because of the program. The program resulted in a 69 percene reduction 1n moderate and severe malnutrition. equal to or higher than that found in most feeding programs ehroughout the Yorld. Another significant impact of the program wa~ on women. In the early 1970s when the feeding program was beginoin&. women did not venture out of their homes. even to pick up food commodities from local centers. In the mid-1970s this pattern began to change. The centers appeared to be a key factot in providing an opportunity for women to share in t he benefits of a broader community life. In fact. the team noted that the impace of the centers on the role of women may have been greater than the impact on nutritional practices. 
, 

Viewed in light of the "New Directions" strategy. the program reached the rural poor on a relatively wide scale, it encouraged local participation. and it drew women into development programs. The project has shown that nutrition educa­tion can be combined with food assistance In creative and cost-effective ways. The team concluded that AID's grant to CRS. which added a nutrition education component to an existing food praogram. waa a decisive factor in bringing about these accomplishments. 
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e. Senegal: The Sine Saloum Rural Bealth Care Project 
AID Project Impact Evaluation Report No.9, October 1980 

In Auguat 1977, AID signed the project agreement for the Sine 
Saloum Rural Bealth Project in Senegal and provided $3.3 million in 
grant aid. This money was to finance a U.S. technical assistance team, 
provide necessary vehicles, equipment, support, trsining, and super­
vision, and purchase the initial inventory of medicines for 600 village 
Bealth Buts. Each But would be staffed by a health worker, a birth 
aasiaeant, and a sanitary worker. They would be equipped with medicines 
to treat diseases common to the region. Villages would pay for medicines 
and the services of the health team in order to cover operating costs. 
The project was designed to provide better health care and to start to 
redress the imbalance in the allocation of health resources. 

More than 200 Buts have opened in villages in the Nioro and Kaolack 
Departments. Thousands have visited the Buts and the project has demon­
strated that it is possible to deliver bssic health services to rural 
people in Sine Saloum. Upon closer inspection, however, the AID eval­
uation team found that the project was in serious trouble. In the Nioro 
Department where Buts had been opened for the long~st time (about 9 months), 
approximately one-third had already closed. Some had closed in Kaolack 
and it appeared likely that more would close in the near future. All the 
Buts visited by the team were threatened with bankruptcy because insuffi­
cient funds were taken in to replace the initial donated stock of basic 
medicines. Even though AID is paying most of the costs, adequate sup-
port and supervision were not being provided and it was unlikely that the 
government of Senegal would pick up these costs. 

The team was unable to measure the impact of the project on health 
since the Buts in Nioro had been operating for a maximum of only nine 
months and no pre-project health status indicators were available. Many 
Villagers, however, were being treated in their own villages rather than 
at larger Bealth Posts. The team believed that the project had led to a 
reduction of costly trips to Bealth Posts and a source of treatment for 
health problems that would otherwise have gone untreated. 

While the project was well-designed by A.I.D.'s standards, A.I.D. 
failed to provide firm experienced project management and technical 
assistance. A.I.D. jumped into a massive 600 unit health project without 
running a pilot project first. The main impact of the project, the team 
concluded, may well have been the f~~strated expectations of some 800,000 
villagers. 
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f . Tunisia: CARE Water Projects 
AID Project Impact Evaluation Report No. 10, October 1980 

From 1975 to 1979, four water projects were implemented by CARE at a 
cost of $1 . 9 million ($881,000 from AID, $188,000 from Peace Corps, $86,000 
from CARE, and $771,000 from Tunisian national and loeal budgets). The purpose 
of the project was to improve the health and quality of life for rural Tuni­
sians in four provinces by making potable wster svailable, by institutionalizing 
a maintenance and disinfection system, and by increasing health awareness. 
Some one to five years after the completion of the project, 325 water sources 
have been renovated to serve about 100,000 people. Maintenance and disinfection 
teams had been formed, three of which continued to exist with little or no im­
pact on health awareness. 

The CARE water project was designed to meet the "New Directions" strategy 
of serving the rural poor. The AID evaluation team found that the impact of the 
project was minimal. It was not posslble to a8sess progress toward achieving the 
project goal of bettering health conditions. Three out of four project sites 
were not producing potable water and four out of five visited needed repairs. 
Water U8e patterns were not altered nor was there any increase in the water 
supply. One positive impact was that covered wells have decreased the danger of 
8mall children falling in. The project, however, has had nn observable impsct on 
the condition8 of the rurel poor. 

The participation of beneficiaries in the project was on the whole very 
limited. The project8 themselves did not seek local participation in designing 
or implementing water source improvements. In fact, the rural Tunisians inter­
viewed by the team did not believe they even needed cleaner water. Water dis­
infection methods were often abandoned because they left the water unpalatable. 
In the somewhat better rain-fed areas, participation waa virtually non-existent. 

The project attempted to institutionalize maintenance, disinfection, and 
health components. This focus has been largely ineffective. No disinfection 
method has yet been found which is acceptable to the rural poor. Indeed, 80me 
of the people interviewed said that people would hurry to draw water before 
disinfection was done. With health care in Tunisia heavily oriented toward 
curative rather then preventive medicine, efforts by health care teams to 
educate the rural poor have been unsuccessful. A large problem is that the gov­
ernment of Tunisia requires French to qualify for employment, which effectively 
excludes most rural women from becoming haalth educators. Rural Tunisian 
women do not generally accept urban women because of their different mores and 
dress. 

The water projects were aimed at the rural poor and were implemented as 
planned, but they have not been auccessful. The projects were pre-packaged and 
local participation was minimal. They have not addressed the genuine needs 
of the rural poor. Any future efforts must establish better working relation­
ships, include a public health strategy, and provide alternative technologies. 
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g . Central America: Small-Farmer Cropping Syatema 
AID Project Impact Evaluation Report No . 14 , December 1980 

In Central America, more than 70 percent of staple foods are pro­
duced by small acale aystems of agriculture. rew of these small farmers 
have benefited from agricultural technology designed for larger mODO­
crop producers. There has long baan a need to develop improved tech­
nology to increase the productive efficiency of these small farmers. 
A group of agricultural scientists in the Tropical Crops and Soils 
Department of the Center for Tropical Agricultural Research and Training 
(CATIE) at Turrialba, Costa Rica began in 1973 to experiment with im­
provements upon the traditional peasant system. 

Following a conference in 1974, AID and CATIE fo~lized the Small 
Farmer Croppping Syatems Project (SFCS) which was approved for $1.6 
million in grant funds to CATIE to be executed during 1975-79. Its pri­
mary purpose was to create a coordinated regional research approach for 
increaaing the productivity and incomea of amall farmers in Central 
America through improved cropping. Hulticropping systems rasearch was 
carried out in the field. of small farmera in Costa Rica, Nicaragua, 
Honduras, El Salvador, and Guatemala. Within th~ limited 4 to 5 year 
period, reseercher, hoped to get a new cropping process started, but 
did not propoae to coaplete the adaptation cycle. A ten year lag norm­
ally takes place between investmenta in agricultural reaearch and 
meaaurable impact on farmera. 

A aix peraon evaluation team visited the SFCS project in February 
1980 and determined that the project'a impact on CAT IE had been pro­
found and laating. CATIE tranaformed itaelf from a traditional reaearch 
inatitution to one with a demonstrated capacity for amall farm syatems 
reaearch. This new' methodology can produce important information sbout 
.aall holder agriculture and can improve multicropping technology for 
increasing small-farm production. On-farm systems work is already pro­
ducing the rapid adoption of a new production alternative in Nicaragua. 
The team found the SFCS project both replicable and 8u$tainable. 

Although not designed for large-scale farmer adoption , the project 
involved more than 75 farmers and had substantial support from some of 
them. The tesm ssw evidence that some neighbors of CATIE small farmer 
project participants had apontaneoualy accepted the alternative farming 
practices, although syatematic information was not developed. Substantial 
increases in yielda for participating farmers were shown id all of the 
SFCS reaearch settings but Guatemala (which had only operated for a year). 

The project had important impacts on CATIE, on institutions in the 
region, and even on 80me participating farmers. CATlE was able to develop 
the potential of the approach and to identify and deal with some of its 
problems. The team concluded that the SFCS work is replicable and should 
make a significant contribution to improving levels of living for the 
rural poor. 
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h. Honduras Rural Roads: Old Directions and New 
AID Project Impact Evaluation Report No. 17, January 1981 

Generally regarded as Central America's most impoverished nation, 
Honduras has the region's lowest ratio of roads to both area and pop­
ulation. In 1965, AID approved a $5.2 million loan to build 16 all­
weather farm-to-market feeder roads totalling 602 kms. In 1974, when the 
project was completed, four roaos had been constructed amounting to 
113 kms. An engineering firm designed plans for nine additional roads, 
some of which have been constructed with funding from other donors. In 
1974. a $12 million agricultural sector loan project was approved. A 
$1.75 million farm access roads program component aimed to assist a num­
ber of select farm groups by providing roads to connect cooperative 
fields to the nearest all-weather highway. By the end of 1978, the gov­
ernment of Honduras had completed 53 access roads totalling 304 kms and 
reaching 61 model cooperativea. 

The two sets of roads reflect different periods in the evolution of 
AID'a development strategy. The earlier project assumed a "trickle down" 
theory of benefit flow. The construction of all-veather feeder roads, 
many reasoned. would lead to higher incomes for everyone in the vicinity. 
The second rosds scheme sprang from the "New Directions~ strategy. Road 
construction was just one element of an integrated rural development 
package supporting the Honduran agrarian reform. 

Case studies of tvo of the feeder roads showed that they generally 
helped to bring additional land into cultivation and to increase the pro­
duction of cash crops. The income of farmers in areas that have success­
fully implemented these shifts has risen three to four times over pre­
vious subsistence levels. In addition, social services were enhanced. Yet, 
a third case showed that economic activity in the area had not grown 
appreciably. AID's conclusion is that the consequences of roads such aa 
these are highly unpredictable. 

Evaluation of the farm access roads component of the agrarian reform 
program revealed that more land had come into production with higher 
yields from the USB of fertilizers and other inputs and asaistance that 
reached the cooperatives. In addition to boosting farm production, the 
roads have influenced the social side of cooperative life. Although not 
every cooperative has benefited to the Bame degree, access to all-weather 
roads has often meant better housing, more stores with a wider range of 
merchandise. electricity. and potable water. Better transportation has 
directly enhanced educational opportunities. Further. local participation 
on road construction and mainten4nce provided definite psychological 
uplift. albeit difficult to measure. 

The two rural roads project illustrate a sea change in thinking about 
development. Since the feeder road project. AID and the government of Hon­
duras have come to view the interrelated nature of the physical infrastruc­
ture , agriculture, and regional development. Roads are now more often viewed 
as one component of regional development projects designed to ensure equity 
and efficiency. At least in Honduras. roads do not automatically result in 
higher production and income for small farmers. 
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i . Philippines: Rursl Roads 1 and II 
AID Project Impact Evaluation Report No. 18, March 1981 

Two AID loans totalling $39 million were approved in 1914 and 1918 
to construct or improve roads and bridges linking farm areas with nearby 
towns or markets. The roads would benefit the rural poor by reducing 
transport costs for farmers and by improving access to social, educational , 
and recreational activities. At the same time, the engineering capabilities 
of th,"provisional governments implementing the program would be enhanced, 
thus decentralizing some power from the highly centralized government. 

Some 69 road projects are completed or are nearing completion. Through 
calendar year 1919, 194 kma. of roads and 1213 linear meters of bridges 
have been constructed or improved. These include major feeder roads which 
provide main access routes to agricultural areas, mi nor feeder roads 
serving smaller producer areas and cooperatives, and penetration roads 
which have involved new construction or improvement of low standard roads 
or tracks. 

The AID evaluation team selected 8 projects and determined that their 
overall impscts ranged from almost nil to dramatic. The majority of the 
rural residents interviewed claimed to have benefited from road construc­
tion, if only because it prov1ded easier access t o places visited for 
business or leisure purposes. Road construction and improvement almost 
always increased competition by bringing more buyers into areas served by 
roads, thus creating higher prices for farm products. In addition, more 
p'eople were able to market their products directly, and for the first 
time could do so during the rainy seaSOn. Farmers had better access to 
price information and year round access to markets on all-weather roads 
meant that higher value perishable fruits and vegetables could be grown. 

The beneficiaries of the project included farmers, transport oper­
ators, store owners, and other persons involved in commercial activities. 
It appeared to the team that the commercial sector benefited more than the 
small farm sector. While most of the beneficiaries were small scale oper­
ators, for the most part they could not have been considered poor prior 
to the initiation of the project. The project has encouraged agricultural 
growth, but it has done little to promote more equitable growth. The team 
also concluded that the project design was biased in favor'of capital 
intensive methods. They recommended that community-based, labor-intensive 
road construction should have been considered. 

The project's impact in other areas has been mixed. Due to the Philip­
pine imperative of education, there was no significant increase in school 
enrollment. The impact on health was better and quicker access to health 
care for the rural poor. Finally, it is very likely that the engineering 
and socio-economic research capabilities of the provincial governments were 

· enhanced. Benefits for the project were modest and the ream found no evi­
dence that the project signficantly altered the distr1bution of rural 
income and wealth. 
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2. PROJECT IMPACT EVALUATION REPORTS AND NEIl DIRECTIONS CRITERIA 

The following brief summaries examine whether the impact eveluation 

studie. for the nine p.rojects which have been identified as New Directions 

Projects focused specifically on whether the projects met New Directions 

criteria. 

Colombia: Small Farmer Markat Access, project impact evaluation no. I, 
directly addresses the New Directions strategy. This highly successful 
project is evaluated in terms of its impact upon the rural poor. Such factors 
as the extent of participation, indirect aocial and economic benefits to the 
rural poor, and health and nutrition impact ara primary considerations of 
the evaluation. Program, policy, and design requirements all focused on 
New Directions goals. 

Philippine Small Scale Irrigation, project impact evaluation no. 4, 
discusses the economic, social, and political impact of the project as well 
a. its effects on nutrition, education, and women, but it fails to study 
the extent to which the rural poor have been served. While the New Dir­
ections strategy was clearly in the minds of the authors, the evaluation 
does not focus on the goals of meeting the basic human needs of the greatest 
number alIOng the FHippino poor. 

Effectiveneaa and Impact of the CARE/Sierra Leone Rural Penetration 
Roads Project, project impact evaluation no.7, does not relate the roads 
program to New Directions soals. The report is inconclusive in its aaa­
essment of overall· impact and fails to focus its analysis on besic human 
needs directives. Impact on the rural poor, the level of local participa­
tion, health and social services impact, and inatitutional development 
are largely neglected in this study of project desisn and implementation. 

Morocco: Food Aid and Nutrition Education, project impact evaluation 
no. 8, focuses more on the importance of nutrition education than on the 
project'. impact among the rural poor. Clearly, the rural poor and women 
in particular were served by the project and there was a large degree of 
local participation and institutional growth. Yet, the report prefers to 
document the role of nutrition education on overall nutritional status 
while aide-stepping New Directions goala such a. the extent to which the 
project served the rural poor. 

Sanegal: The Sine Saloum Rural Health Care Profect, project impact 
evaluation no. 9, ia a frank examination of poor project implementation. 
Impact upon the rural poor Was ao minimal and local partiCipation became so 
inaignificant that the report can suggest only e negative impact. The report 
studies why the project haa failed and does not attempt to place it into the 
~ew Directions" framework. 
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Tunisia: CARE Water Projects, project impact evaluation no . 10 , clearl y 
addresses New Directions goals. While the project was largely unsuccessful, 
the evaluation team presents & detailed discussion of the impact of the 
project on the rural poor and of participation in different geogrsphic re­
gions. The report balsnces an evaluation of project design a nd implementa t i on 
and a study of the extent to which the project meets New Directions criteria. 

Central America: Small-Farmer Cropping Systems, project impact evaluation 
no. 14, fails to discuss the project in terma of tha New Direction. approach 
to development. The research nature of the project is such tha t any impact 
on the poor will not be observable for several years. Nevertheless, the authors 
negle~ questions of how and to what degree the project serves or might serve 
the needs of the rural poor in Central America. The New Directions framework 
is largely abandoned to study the impact of the project On CATIE, a research 
and training institution. 

Honduras Rural Roads: Old Directions and New, project impact evalu­
ation no. 17, is a comparatiVe study of two sets of roads, one constructed 
in the early 19708 assuming a "trickle down" theory of benefit flow and 
the other constructed under New Directionu. The study highlights the 
New Directions strategy by juxtaposing the two projects. Impact upon the 
rural poor and the effects of local participation are discussed in detail. 
The study also places the project in the larger context of the integrated 
rural davelopment package for Honduras which further illustrates project 
impact on the rural poor. 

Philippines: Rural Roads I and II, project impact evaluation no. 18, 
focuses clearly on New Directions policies. Not merely growth but equitable 
growth is a central theme of the study. Economic i mpact, social services 
and infrastructure, and institutional impact are evaluation criteria placing 
the project squarely in the New Directions !ramework. 
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Mr. BROOKS. This will conclude our hearing. I want to attend Mr. 
Bowsher's swearing in in the Senate. 

You seem to have a very good grasp of he operation and an 
objective view of it. That can do a lot of good. With proper manage­
ment we can continue this kind of program. 

Mr. MCPHERSON. Thank you. 
Mr. BROOKS. All the testimony we have gathered indicates you 

are going to have a good many problems. We will stay with you as 
you perfect the title to this house and as you make payments on it. 

Based on what we have heard, it is pretty clear that you have 
some problems in project development, implementation, and the 

nspent funds. If you cannot spend them well, then turn them 
back. If you can spend them well, get it done. 

The lack of audit and review is one of the most critical problems, 
I think, that you fac~. We cannot allow that to continue. Only with 
a good audit and review can you make valid evaluations of what 
we ought to do in a given country. If you do not know, how do you 
make a judgment. 

A large portion of those funds was spent in areas which are 
highly vulnerable to waste and abuse. 

The AID Administrator has today assured us that he plans to 
take constructive steps to address many of these concerns. The 
subcommittee will continue to closely monitor AID's work over 
there. 

In particular, we are concerned that you strengthen that audit 
capacity. We are willing to assist you in any way we can in improv­
ing the management of our overseas assistance programs. 

The hearing is recessed, subject to the call of the Chair. 
[Whereupon, at 10:50 a.m., the subcommittee adjourned, to recon­

vene subject to the call of the Chair.] 
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