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HANDBOOK 2

PROGRAM PLANNING AND BUDGETING

PRE F ACE

This Handbook provides a description of the system used by the Agency
for International Development to plan and budget its program. The
more detailed basic guidance needed by operational personnel involved
in program planning and budgeting is contained in its supplements;
e.g., guidance on the preparation and use of the key documents which
constitute the backbone of the system, planning guidance for activities
in each of the functional sectors in which AID resources are concentrated,
as well as cross-sectoral program guidance, including key current policy
determinations. Additional program planning and budgeting guidance will
be issued by AID/Was it is formulated, and incorporated into this
Handbook.

There are many factors influencing program planning and budgeting in AID,
which is a dyn~lic process. For instance, this Handbook will need to
be revised when the full implications of the Congressional Budget Act of
1974 are known. However, the system described in the following chapters
is likely to remain valid for some time to come and the guidance included
in the supplement will continue to form the basis for planning and
budgeting for AID programs.

The Handbook is being issued with the realization that a number of
substantive issues have yet to be resolved, such as:

The level of analysis required to prepare an acceptable DAP
Part II.

Planning documents which will be required for programs of the
functional Bureaus.

-- Budgeting for P.L. 480.

Discussion of these issues, which are omitted at this stage, will be
incorporated into this Handbook as soon as these issues are resolved.

As part of Phase II of the Directives Conversion Program, which calls
for a further effort to review and improve the issued handbooks,
Missions and AID/W operating offices are encouraged to suggest changes
and additions to this text.

To provide the reader with a succinct overview 'of the AID program mana~e

ment system described by this Handbook, as well as by Handbook 3 - ProJect
Assistance, and Handbook 4 - Nonproject Assistance, a chart, entitled
hlnteraction of Major Agency Processes,u has been attached. {See exhibit
on the next page.} Although some elements; e.g., the project performance
tracking system, are not yet operational, this chart provides an illustra
tion of the major processes which comprise the AID program management
system and how they interact, and therefore should be useful for the
reader as an introduction to this system.

TM 2:1
September 15, 1975
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PAR T I - P LAN N I NG

C H A' PTE R 1

I N T ROD U C T ION

1A. Definition

1. Planning is defined for the purposes of this handbook as the series of
processes by which AID:

lB.

a. Establishes, articulates and communicates to its operating elements
AID goals, priorities and emphases (concerning types of programs. to be
undertaken and countries to be assisted), and

b. Ensures that proposed programs and activities to be undertaken by
operating elements of AID are consistent with those goals, priorities and
emphases.

2. Planning is a dynamic, continuing process. While the descriptions which
follow are organized sequentially, program planning does not have a specific
beginning and end. For example, the Development Assistance Program (DAP)
for each country is the result of a set of specific steps, but it also
derives from the combined experiences, over a much longer period of time,
of the less developed country (LDC) itself and of the country AID Mission.
This handbook treats only the current steps in the planning processes,
and assumes that longer-term experience will be built, as a matter of course,
into program planning.

Planning Processes

1. The processes described in the remainder of this chapter relate to AID
programs and program-related operations. ~o specific treatmeo t is gjven

the lanni for 0 eratin ex enses. This latter subject must be considered
'in the planning of program actlvl leS';" however, and a description of the
considerations relating to operating expenses is found in Chapter 11,
Handbook 19 - Fi nanci a1 Management. -_ .

2. The four major processes referred to above are:

a. Establishment and communication of AlDis goals, priorities and
emphases;

b. Establishment of program strategies for AID assistance to recipient
countries and groups of countries;

c. Establishment of program support strategies for AID/W-administered
regional and central programs; and

d. Ensuring that proposed programs and specific activities
are consistent with approved AID goals, priorities and emphases.
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C HAP T E R 2

EST A B LIS H I N G G a A L S,

P RIO R I TIE SAN D E MPH A S E S

Major Determinants

While the basic mission of the program administered by AID remains generally
constant~ i.e., to assist in the economic and social development of less
developed countries (LDC's) as an element of overall U.S. foreign policy,
the goals, priorities and emphases of the program have evolved over time
and will continue to evolve. There are four basic factors that have a
direct impact on the shape and dlrection of U.S. economic assistance programs:

1. Legislative

The principal statements of legislative intent are: (a) the current version
of the Foreign Assistance Act of 1961, as amended; (b) the current Foreign
Assistance and Related Programs Appropriations Act; and (c) the reports
from the House and Senate committees relating to each of these acts. In
addition, the current version of P.L. 480, the Food for Peace Act, is an
important determinant, as are other pieces of legislation and committee
reports that arise periodically and relate directly or indirectly to the
foreign economic assistance program. These laws represent a consensus of
the Congress intentions as to what the current goals and directions of the
program should be.

2. Current U.S. Foreign Policy Goals

The foreign assistance program is an instrument of foreign policy, and
AID program planning must consider the relation of assistance programs
to overall U.S. foreign political and economic policy.

3. Needs, Aspirations, Priorities and Pressures of the LDC's

It is important to stress that AID programs support LDC development activ
ities. Program planning is therefore based largely on the priorities and
needs of the LDC's and must be a joint effort to the greatest extent
possible.

4. Coordination of Policies with Other Donors and Institutions

AID is only one of an increasing number of donors and lenders. It is
important for AID plans and programs to be coordinated with those of other
donors, both centrally and on a country basis, to insure maximum benefit
to the recipients.
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3. In the case of issues affecting overall AID goals, priorities and
emphases, the Bureau for Program and Policy Coordination (PPC) serves as
the central staff for the Administrator. In addition, the Administrator's
Advisory Council (AAC), composed of the top managers from operating and staff
Bureaus, may be called upon to discuss critical issues and to provide advice
to the Administrator to assist in resolving them. If a major issue is of
an operational rather than a policy nature, it is generally referred to the
Senior Operations Group (SOG), chaired by the Deputy Administrator and
composed of senior managers from AID/W Bureaus and Offices.

2C. Articulation and Promulgation to Operating Elements

Once AID has decided upon particular goals, policies and priorities, it is
essential that these be communicated effectively to both field and AID/W
operating elements so that they may form the basis for the planning of
AID programs. There are different types and levels of decisions, described
in the followi~g s~ctions, which necessarily are promulgated in somewhat
different ways but which are designed to provide operating units with a
broad base for planning assistance programs.

1. A summary of the major current guidance on AID program policies is
embodied in Handbook 1 - AID Policy Handbook. Policy guidance is ordinarily
the result of a decision by the Administrator dealing with a major issue
relating to overall AID goals, priorities, or emphases. The policy
handbook is intended to provide an overview of major policy thrusts.

2. Guidance relating to basic methods of programming to carry out AID
policies is contained in the three II core II handbooks; i.e., this volume,

2B. Synthesizing Changing Factors into AID Goals, Priorities and Emphases

1. The four factors mentioned above are not always completely consistent,
either internally or with one another, nor do they necessarily provide a
complete basis for program planning. In addition, these factors are dynamic
in nature, so AID must constantly be engaged in assessing current situations
and sorting out priorities in order to provide a firm basis for program
planning. This process involves the identification of situations where
ongoing programs or program plans of AID are inconsistent with new legislation,
changing U.S. foreign policy, or evolving LDC needs and desires.

2. In regard to new legislation, the General Counsel is responsible for
the thorough analysis of changes in the authorization and appropriation
acts. These analyses are circulated to permit operating staffs to determine
ramifications for planned or ongoing programs. Once issues are identified,
they are staffed out by appropriate offices or divisions; and assignments
are made throughout AID/Wand, where necessary, to particular field Missions
that may be affected.
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plus the handbooks on project assistance and nonproject assistance. This volume
includes supplements with more specific guidance on planning programs in
particular sections or technical fields (see 2C3).

3. The translation of legislative mandates and other determinants into
guidance on program planning in specific technical fields is accomplished
with Global Sector Str~tegies and Sector Guidelines.

a. Global Sector Strategies analyze the development situation and
achievements within major technical fields, and enumerate the specific
subfie1ds within which it is appropriate for AID to develop assistance
programs.

b. Sectoral Guidelines, which contain more specific data on how the
Global Sector Strategies can be carried out through particular types of
projects and activities, are prepared for all functional fields where there
are strategies. Current Global Sector Strategies and accompanying Sectoral
Guidelines are included by sector as Supplements B - E of this handbook.

4. Additional program planning guidance, summarizing current AID program
emphases, or expanding upon existing policy guidance, global sector
strategies or handbook data, is contained in the Administrator's annual
program message to the field. This message together with the annual bUdget
guidance initiates the annual Budget Cycle (see Part II of this handbook)
and contains necessary information on current emphases to permit field and
AID/W operatin9 entities to plan programs for the budget year. (See
Supplement A6.) The annual message may be supplemented by individual Bureau
messages relating to issues that concern ~n1y particular geographic areas.
Such messages are sent with the concurrence of PPC to insure conformity with
overall AID policy.

5. In addition to the above vehicles for disseminating policy and planning
guidance, material that is mu1tisectora1 in nature may from time to time be
communicated to the field in the form of worldwide circular messages.

6. In summary, a broad description of AID's current goals, priorities, and
emphases at any given time may be found in Handbook 1 - AID pol icy, and in
the supplement to this Handbook 2.
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This chapter is being rewritten on the basis of Supplements A2a and A2b.
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3A.

3B.

C HAP T E R 3

THE BUD GET C Y C L E

Purpose

This chapter describes the events which constitute a typical AID budget
cycle. AID's budget cycle is largely determined by the demands of the
U.S. Government's budget process. Changing circumstances in the Federal
cycle and evolving management needs within AID dictate changes in the AID
budget cycle. As a consequence, the relative importance and timing of
budget events may alter during any single cycle. The budget cycle covers
a two year period -- the budget year and the operational year. The following
budget events for a two year cycle are presented in chronological order.
Dates, most of which will vary from cycle to cycle, are based on the
scheduling implications in the Congressional Budget Act of 1974. (Although
the following describes a continuous cycle, actions relating to the budget
year and the operational year occur simultaneously.)

Annual Budget Guidance

Issuance of budget guidance marks the beginning of a new budget cycle.
PPC is responsible for preparing and issuing this document with consul
tation and clearance from Geographic and Functional Bureaus (TAB,PHA,
etc.). Bureaus may also transmit additional specific guidance to their
respective Missions and operating offices. The Annual Budget Guidance
will normally be transmitted to Missions and AID/W operating offices at the
end of February; i.e., 19 months prior to the beginning of the fiscal year.
The guidance will apply to both regional and centrally funded programs.
The most recent guidance is included in Supplement A7 to this handbook.
Normally the guidance will include:

1. Format of and detailed instructions for preparing the Annual Budget
Submission (ABS).

2. A schedule for submission and review of annual budget submissions
from field Missions and AID/W operating Offices. Unless otherwise notified,
the principal dates will be:

a. June 30: Receipt of the ABS from the field.

b. August 15: Bureau submission to PPC.

c. September 15: AID submission to Office of Management and Budget.



9. Special guidance on new programs, procedures, and special conditions,
as required and appropriate.

3C. Program Guidance

The Administrator may wish to emphasize the importance of some particular
aspect of AID policy, or may wish to communicate chages in AID policy. In
either case, a Program Guidance message will be transmitted to the field
in sufficient time for Missions and AID/W operating Offices to incor
porate its guidance as they prepare budget submissions.

3D. Preparation of the Annual Budget Submission (ABS)

Annual Budget Submissions are to be prepared and transmitted for receipt
in AID/W by June 30. The ABS serves three critical purposes in AID's
programming system.

1. Its preparation and review is the occasion for a comprehensive
reassessment of the Mission's or AID/W operating Bureau's program.

3. A schedule for preparation and receipt of Project documentation for
the Budget year. Unless otherwise notified, the principal dates will
continue to be:

•
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4. Tabular format for presentation of summary data for the budget year.

5. Tabular format for presentation of data for the operational year.

6. A request for information, indicating the progress ongoing activiti.es
are making toward achieving their objectives.

7. Summary tables and narrative for proposed P.L. 480 programs.

8. A request for certification of the validity of Development Assistance
Program {DAP); if appropriate the DAP should be updated or revised.

a. On or before June 30: Receipt of Project Identification
Documents (PID's) from field Missions and AID/W operating Offices.

b. On or before August 15: Review and Approval of PID's for further
development.

c. On or before November 15: Receipt of Project Review Papers
(PRP's) for the budget year.

3B
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a. Budget proposals contained in the ABS should be consistent with
and supportive of the multiyear planning strategies developed by the Mission
or AlD/W operating Bureau. All PlDls and requests for nonproject assistance
for the budget year should be contained in the ABS document t or should have
been submitted separately before the ABS deadline.

b. Ongoing activities must be reviewed to ensure that they are performing
according to plan. The review of ongoing activities should reflect the
results of the Mission1s project evaluation effort.

2. The ABS is the substantive beginning of a new budget cycle, and the
basis for AlDis submission to the Office of Management and Budget (OMB)
and AlDis later presentation to the Congress.

3. The ABS provides the fiscal data and revised cost estimates for the
initial decision on funding levels for the operational year.

3E. Bureau Review of the Annual Budget Submissions

Geographic and Functional Bureaus are responsible for review and analysis
of submissions from their respective Missions and AID/W operating Offices.
These reviews occur from July 1 to mid-August and will generally focus on
the fo 11 owi ng:

'-' 1. For the budget year:

a. A reassessment of the validity of the multiyear planning document.

b. Review of proposed PIDls. (For a description of the review
procedures for PIOls t see tl~ndbook 3 - Project Assistancet Part It
Chapter 8B. Missions and AIO/W operating Offices will be informed of the
results of PIO reviews by August 15.)

c. Review of ongoing projects. Bureaus should compare project
performance with project plans for all ongoing loan and grant projects.
Bureaus should maintain files including Project Papers and Project Appraisal
Reports (PARis) for all ongoing activities. These documents serve as a
guide which Bureaus can use to ensure that projects are performing according
to plan.

d. A comparison of the programming strategy implicit in the budget
submission with the strategy included in the approved multiyear planning
document.

2. For the Operational year:

(Note: The content and nature of budget reviews for the operational year
heavily depend on the timing and nature of congressional action.)



c. Reassessment of program strategy set forth in the multiyear
planning document and contained in the Congressional Presentation.

3F. The Office of Management and Budget (OMB) Planning Guidance

The OMB planning guidance which is sent to all Federal agencies provides ,('~
Pres ident ia1 pol icy gu idance for use 'j n preparat ion of AID' s budget •
submission to OMB. The OMB planning guidance is normally received in
AID/W by July 31 and consists of:

1. A narrative discussion of the fiscal and economic assumptions which
will govern the development of the President's budget.

2. Planning targets to be used in preparing budget estimates. These
targets normally apply to budget authority and outlays for AID as a
whole. While AID may, and often does take exception to the amounts
provided in the planning target. it is normal practice to array the
program within these limits in the submission prepared for OMB in the
fall. This does not, of course, preclude AID from proposing an
alternative~ higher level of funding.

0;,'''",.',.,
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Revised cost estimates for proposed new projects.
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b.

a.

Geographic and Functional Bureaus and AID/W offices submit the results
of their Mission and operating Office program reviews to PPC. Submissions
are due in PPC by August 15 and, as a minimum, will include:

1. Certification that planning documents required of Missions and
ope~ating offices continue to be valid. Where a Mission or operating
offlce does not have a valid planning document, the submission to PPC
will include a plan for meeting the requirement.

2. A discussion of the major issues which the Bureau expects to confront
in implementing its requested program. PPC will provide guidance on which
issues seem critical from the perspective of AID as a whole.

3. A list of those proposed new projects for which the Bureau has approved
PID's. '

4. A request for dollar resources necessary to implement program
proposals.

3E2

3G. Bureau and Office Submissions to PPC



PPC is responsible for preparing recommended funding levels for the budget
year and reconciling Bureau requests for resources with the dollar ceilings
included in the OMB planning guidance. This process takes place as follows:

1. AA/PPC chairs meetings to review Bureau and Office submissions. A brief
critique of the submission is circulated prior to the meeting and will serve
as a basis for discussion.
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2. PPC aggregates budget year funding requests for ongoing and new projects
and develops a funding plan within the planning targets established by OMB.
In addition, PPC may develop an alternative funding plan, at higher levels,
should this be warranted.

3. PPC presents the Administrator with a series of options comparing Bureau
proposals to the OMB planning target and Bureau proposals to a PPC recommended
funding level. Options will normally be based on the following general
considerations:

a. AID areas of program emphasis as expressed in AID planning guidance.
High priority will be given to projects which seem particularly responsive
to the Congressional Mandate.

b. Geographic and Functional Bureau priorities.

c. The results of the PPC reviews.

31. The OMB Submission

PPC is responsible for assembling and transmitting AID's budget request to
OMB. September 15 is the normal deadline for the OMB submission. It may
be transmitted to them from the Administrator or the Secretary of State.
In either case, State clearance is obtained. The submission includes:

1. A program and appropriation request for the budget year including:

a. Fiscal data, total program proposal, new obligational authority,
estimated recoveries of prior year obligations, and estimated transfers. The
request is normally presented in the form of two alternatives: A 1I1 ow ll

level within the OMS planning target, and a IIrecommendedll level.

b. A brief narrative rationale.

2. An item by item listing of proposed new projects for the budget year,
indicating which activities would be funded at tbe recommended level.
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3. Adiscussion of the long range direction which AID intends to pursue,
together with a 5 year projection of resource requirements.

4. Estimates of the manpower needs of AID.

3J. The OMB "Mark"

31

The International Programs Division in OMB reviews AID's budget proposal for
the budget year. As a general practice, OMB examiners participate in the AID
reviews and are familiar with program issues. OMB decides on the budget ~"~

level in mid or late November and this decision is communicated to AID in ..
the form of a limitation on budget authority and outlays. If there is
fundamental disagreement with the OMB decision, AID may decide to appeal,
setting forth in a letter to the Director of OMB its case for additional
funding. OMB then presents its budget recommendations together with AID's
appeal to the President. A final decision is normally received by December 1
and is called the budget "mar k."

3K. The President's Budget

PPC uses the OMB mark as a basis for preparing AID's portion of the Budget
of the U.S. Government (also known as the President's Budget). The President
submits his budget to the Congress on the 15th day after a new session i1~
begins; i.e., usually around January 20. AID's budget is included under ..,
Foreign Assistance in the Chapter of the Budget entitled Funds Appropriated
to the President. The Budget is in two volumes and contains for AID:

1. A narrative description of the AID program under the International
Affairs function in the volume entitled The Budget of the U.S.

2. Program and Financing tables and narrative description for each major
foreign assistance account in the Appendix to the Budget.

3. Object Classification tables indicating the use of AID resources~

also in the Appendix.

4. Summary personnel table.

3L. Authorizing Legislation and the President's Foreign Aid Message

Authorizing legislation is normally transmitted by the Executive Branch
shortly after the President's annual budget and is generally the vehicle
for the President's annual message on foreign aid.

3M. The Congressional Presentation

The annual AID Congressional Presentation (CP) is designed to further
justify and explain AID's budget request. It has traditionally been



a. PPC issues budget control numbers as soon as possible after the
budget mark is available; i.e., around December 1. Control s will include
actual data for the fiscal year just completed and operational and budget
year information.

transmitted to the Congress in April or May, although the scheduling in
the Budget and Impoundment Act implies a much earlier date.

The process of preparing the presentation to the Congress and its consideration
of AlDis program consists of:

1. The development of narrative and tabular material describing and
justifying AlDis program proposals. Summary program information and
supporting data books concentrate on performance and accomplishments and
emphasize proposed activities responsive to the program interests of the
Congress.

EFFECTIVE DATE
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b. The Congressional Presentation is based on and prepared from
Project Review Papers (PRpls) or comparable documents and funding estimate
which must be received, reviewed and approved at least six weeks prior to
the printing of the Presentation. While the deadline for transmittal of
the CP will depend on the operation of the Budget Act, AID/W currently
estimates that the schedule will be:

(1) PW I s approved (August 15)

(2) PRP's received (November 15)

(3) PRP's approved (December 30)

(4) Printing of CP (February 15)

.'

'-'

It has become increasingly important to reduce deviations from the Congres
sional Presentation. Under current legislation, Sec. 113 of the FY 1975
Appropriation Act, AID is required to notify the Congress of every increase
over the CP and of every new project not contained in the CPo Reliance
on approved, well developed PRpis is intended to reduce later deviations
from the CPo Thus, AID/W will have well developed project documentation
which will minimize the need to return to Congressional Corrrnittees during
the operational year to justify projects that were not included in the
Congressional Presentation.

2. The Office of Legislative Affairs, Legislative Programs Coordination
Staff (LEG/LPCS) will assign responsibility for delivery of testimony in
support of AID's program proposals and its fo11owup after consultation
with appropriate Congressional Committees.

3. According to the Congressional Budget Act of 1974, Congress will
complete requi'red budget action by Steptember 15.
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a. The Congressional Presentation

1. The Annual Budget Submission for the upcoming budget year will also
contain information to be used in preparing the OYB for the operational year.
Geographic and Functional Bureaus will submit requirements for both years
simultaneously to PPC, probably on or about August 15.

2. Two weeks after Congress has completed the authorization/appropriation/
budget reconciliation process, or normally around October 1, PPC will issue
controls for use in preparing the OYB. These levels will be based on:

b. Results of the authorization/appropriation process.

3. Controls will include funding levels by Bureau, appropriation account,
loans and grants.

4. PPC will present Bureau and AID/W requests for relief from control
levels, together with PPC's recommendations, to the Administrator.

a. Legislative committees will report bills and resolutions authorizing
new budget authority by May 15.

b. By the day after Labor Day, Congres~ will complete a~tion on b~lls

and resolutions providing new budget authorlty and new spendlng authorlty.

c. By September 15, Congress will complete action on the second
required concurrent resolution on the budget (which ~i1~ ~ring the.overa11
spending limit into conformance with th~ sum of ~he lndl~1~ua1 ~ctlons .
taken by the Congress). This will provlde AID wlth sufflclent lnformatlon iS~
on fund availabilities to permit the development of control numbers for the ~

Operational Year Budget.

3N. The Operational Year Budget (OYS) and Section 653 Report

If the schedule in the new Budget Act holds, AID will have a final appropri~

ation on or before September 15. Control over the allocation of ap~r?pri

ated funds is maintained through the preparation and subsequent reV1Slon
of the Operational Year Budget. The OYB is prepared along with the IISection
653 Report" in which AID reports to the Congress its initial country allocation
of funds. The Section 653 Report and the initial OYB must be prepared
within thirty days after the enactment of appropriations that is expected
to be about October 15. The OYB ana the Section 653 Report will be prepared
as follows:

3M3
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The annual Section 634(d) Report is required by the Foreign Assistance
Act and represents the culmination of the budget cycle. This report is a
comparison of the programs for which AID actually incurred obligations with
the programs for which AID requested funds in its Congressional Presentation.

3R. Monitoring Outlays

AID is required by OMB to insure that outlays (net disbursements) do not
exceed a ceiling established as part of the OMS mark. Establishment of the
ceiling is based on past performance of AID and PPC monitors monthly outlay
performance to insure that the ceiling is not exceeded.

3 O.

5. On or before October 15, PPC will issue the initial OYB for the year.
The Operational Year Budget will contain the approved planning level for
each country, regional and interregional program in each category of assis
tance. PPC will also publish a list of approved new activities as an
annex to the OYB.

6. PPC'will transmit the Section 653 Report to the Congress within thirty
days after the enactment of appropriations, or normally by October 15.

Apportionment of Funds

Control over the actual availability of funds during the fiscal year is
maintained by OMB. OMB Circular A-34 requires AID to present a plan for
apportioning its use of funds throughout the fiscal year. The plan is
prepared by Office of Financial Management, Funds Control Division (SER/
FM/FCD), cleared by PPC and transmitted to OMB fifteen days after the
enactment of appropriations.

Revisions of the Operational Year Budget

The Operational Year Budget may be revised according to the following
procedures.

1. Within each appropriation category, Geographic and Functional Bureaus
may shift funds so long as no individual country or other program listed
in the OYB is changed by more than $1.0 million. Changes which exceed
$1.0 million require the approval of PPC.

2. Geographic and Functional Bureau OYB changes between appropriation
categories require the approval of PPC.

3. Within overall availabilities, PPC may shift funds among Bureaus and
among appropriation categories so long as no individual Bureau program or
appropriation category is changed by more than $5.0 million. Changes which
exceed $5.0 million require the approval of the Administrator.

~ 3Q. The 634(d) Report
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(Reserved t pending completion t and review by the Deputy Administrator t

of the final report of the Senior Operations Group Task Force on Integra
tion of Research and Operating Programs. The Task Force's preliminary
report recommended a special planning process for the research program.)



b. Future year funds for which the President has decided to seek an
appropriation.
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5A. Purpose and Scope

1. This chapter sets forth policy guidance on and prescribes procedures
for seeking authorization of commitments of foreign economtc assistance,
for the making of commitments, for notification of certain commitments
to Congressional committees, and for implementation of commitments as
described in 5A2. See also Handbook 21 - Communications, Part I,
Chapter 10, Presidential Determination.

2. It is applicable to commitments of any economic assistance presently
authorized or presumptively to be authorized by the Foreign Assistance
Act of 1961, as amended from time to time (hereinafter referred to as
the FAA), including commitments for:

a. Future year funds for which the President has not yet submitted
an estimate to the Congress.

u

t j"

'-'

u
58.

c. Currently ava.i1ab1e funds which have not been programmed pursuant
to Handbook 2 - Program, Planning, and Budgeting, Chapter 3N.

3. This chapter is applicable to project agreements, contracts, and other
documents which contain a commitment as defined herein. (See 5E1.) It
should be noted that to the extent such agreements, contracts, or
comparable documents in addition to the obligation or commitment of
specific funds, whether current or future year, carry clear implications
of continued U.S. support for the project or program which can reasonably
be interpreted as a promise that the U.S. will provide additional funds,
goods, or services, such agreement, contract,or document will be subject
to the procedures set forth in 5E or 5F.

Authority

1. The Administrator of the Agency for International Development (A/AID)
is authorized to make commitments of currently available funds, pursuant
to the FAA and Executive Orders and Delegations of Authority pursuant
thereto.

Address questions about this Chapter to GC.
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a. Subordinate foreign governmental units, quasi-governmental agencies
and the officials thereof;

c. International organizations and supra-national entities, and the
officials thereof.

b. Private corporations and companies and private organizations, and
the officials thereof;

2. A commitment is defined as any communication between a responsible
U.S. official and a responsible foreign official which could reasonably
be interpreted as a promise that the United States will provide a foreign
government with funds, goods, or services. A commitment should normally
be a written agreement which sets forth the respective undertakings of
the parties thereto.

3. The term assistance includes .cash (dollars or foreign currencies),
goods, and services.

4. The terms foreign qovernment and foreiqn official include:

For the purposes of this chapter:

1. A determination is defined as a decision by a competent official or
officials of the U.S. Government with respect to the conditions precedent
to making a commitment to a foreign government. This is an internal U.S.
Government action.

3. Sections 202(b) and 251(b) of the FAA authorize the President to commit
development loan and Alliance for Progress loan funds in advance of appro
priation to the extent such funds have been authorized; such commitments
must be, however, subject to appropriation.

2. The President's inherent authority as chief executive and his authority
to conduct the foreign relations of the United States includes the authority
to make commitments of future year funds, subject to the appropriation of
funds by the Congress. While this authority has been delegated to A/AID,
commitments of future year funds which have not been requested from the
Congress are subject to the clearance requirements developed pursuant to
the President's Directive of May 8, 1956, and are reflected in the
Procedures set forth in 5E.

5B

50. Pol icy

1. It may be in the U.S. interest to make a commitment of assistance to a
foreign government in order to persuade that government to embark upon a
desirable course of economic development or to take other economic or

5C. Definitions



u
AID HANDBOOK 2, Part I

501

TRANS. MEMO NO.

2: 13
EFFECTIVE DATE

April 25 , 1977

u

financial measures with a promise of continued support by the United States
to take a political course of action desired by the United States; to make a
available to the United States military facilities or to take desired action
with respect to its military forces; to influence that government to forego
the acceptance of aidfrorn or relationships with the Sino-Soviet bloc; to
elicit parallel commitments of aid from other donors; or for other reasons.

2. The President's directive of May 8, 1956, requires that no promise or
commitment involving future U.S. performance or future expenditure of
U.S. funds should be made except upon specific determination:

"A. That such promises or commitments are in accordance with approved
policy.

liB. That either funds have been appropriated or authorized by the
Congress (including such authority as may be granted for making long-tenn
commitments) or that there is Executive determination to seek such funds
as may be required.

"C. As to the extent to which the recipient country may be able to
support the programs contemplated.

"0. As to the probable time-span over which such assistance may have
to be granted."

3. It is the intent of the Presidential directive to minimize the likelihood
that the United States will become committed to another government without
a conscious decision to cfo so by a responsible officer or officers qualified
to make such a decision and taking all of the implications of such a
decision into account.

4. The necessity for specifying certain procedures to control U.S. commit
ments is created by the possibility that undesirable results such as the
following may ensue if commitment decisions are made without adequate
guidance:

a. U.S. Government officials may not be cognizant of and give sufficient
consideration to all the factors involved in commitments, such as the
availability of goods and services, the technical aspects of the proposed
project or program, requirements of U.S. law, the ability of the other
country to carry out reciprocal actions necessary to the effectiveness
of such assistance, the consistency of such assistance with overall U.S.
policies, the likelihood that the Congress will appropriate the funds
requ i red ,etc.



a. Type 1

(1) The first type of commitment involves, 'in whole or in part,
the commitment of future year funds which the Executive Branch has not
formally determined to seek from the Congress. Example: In October 1976,
the United States agrees, subject to the availability of funds, to furnish
$100 million in Supporting Assistance to country A in FY 1978.

(2) This type of commitment is hereinafter referred to as Type 1.
Procedures, which include approval by the Director of the Office of
Managment and Budget (OMS), as well as other department or agency heads
directly concerned, are set forth in 5E and 5F.
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d. As the funds required to carry out commitments represent a priority
claim on available U.S. resources, it is essential that commitments do not
result in the diversion of funds from higher priority purposes.

e. If commitments for future funds are not explicitly made subject to
the appropriation of funds by the Congress, the penalties of the Anti
Deficiency Act (Section 3679 Revised Statutes) would apply.

c. Failure or inability on the part of the United States to carry out
a commitment can damage U.S. relations with the country concerned. It may
be immaterial, in the eyes of the other country, that the cause of the U.S.
failure to perform may be the impracticality or economic unsoundness of the
proposed activity or even the inability of the other government to carry
out its responsibilities.

b. When commitments made by U.S. officials are vague or ambiguous, or
fail to state explicitly any conditions that may be involved, they can
subsequently become a source of misunderstanding and irritation.
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5. The President's directive and this Chapter do not prohibit discussions
with foreign officials regarding plans for future projects and programs
or the completion of joint planning documents provided that U.S. officials
make clear to foreign officials that such actions do not constitute or
imply a commitment on the part of the United States to provide funds,
unless such a commitment is duly authorized pursuant to this Chapter.

5E. Procedures for Seeking Determinations - Categories of Aid Other Than
Development Loans

1. Three Types of Commitments

The form and procedures for seeking an authorization for a commitment of
economic assistance funds other than development loans is determined by
the category in which it falls.
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b. Type 2

(1) The second type of commitment involves, in whole or in part,
the commitment of future year funds which have not yet been appropriated
but which the Executive Branch has fonnally determined to seek from the
Congress. This determination is evidenced by the communication from OMB
to AID of the levels of appropriation requests approved by the President.
Example: On December 1, 1976, OMS communicated to the Administrator
the FY 1978 foreign aid estimates as approved by the President. In Jpnuary
1977 the United States agreed, subject to the availability of funds, to
furnish $20 million for balance of payments support to country B in FY 1978.

(2) This type of commitment is hereinafter referred to as Type 2.
Procedures, which include approval by A/AID and clearance with other
departments or agencies directly concerned, but not OMB, are set forth
in 5E and 5F.

c. Type 3

(1) The third type of commitment involves ortly presently available
funds. Example: In November 1976, the United States agreed to grant $5
million to country C in FY 1977, the FY 1977 foreign aid appropriation
having been enacted in October 1976.

(2) This type of commitment is identified as Type 3. If the
commitment involves funds for which A/AID has already given program
approval, no additional authorization is required. However, if funds have
not been programmed, approval should be sought in accordance with normal
programming procedures (HB 2, Ch 3). See also Handbook 4 - ~ro~ect
Assistance, Chapter 3, Approval and Authorization Process; Hanaboo 3 
Project Assistance, Chapter 8, Drafting and Reviewing of PID's, PRP's,
ppis, and Authorizations~and HB 3, Ch 90, for conditions under which the
Administrator's approval is required within approved program levels.

2. Procedures for Type 1 Commitments

a. Initiation

(1) To initiate the procedure for obtaining a Type 1 determination,
the administering Bureau initially consults the Assistant Administrator
for Program and Policy Coordination (AA/PPC). In the event that there is
a difference in opinion as to whether a determination should be sought, the
issue is raised to the appropriate level for decision.

(2) When a tentative decision to seek a determination has been
made, AA/PPC designates an officer on his staff to be responsible for
further action (hereinafter referred to as the PPC Action Officer).



2. That the commitment is in accordance with law. State
either that the proposed commitment could be implemented under present
law or alternatively that implementation will require future compliance
(e.g .• with Section 611 relating to completion of plans and cost estimates)
or a Presidential waiver.
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3. That there is EJecutive Branch intention to seek the
necessary funds.- Indicate the category or categories of assistance and
the time phasing by u.s. fiscal years, and whether funds for part of the
commitment are currently available or are included in a request presently
before the Congress.

i. The extent to which the recipient may be able to
support the program contemplated. Show the relation of the proposed
commitment to the country's general economic condition; indicate the
country's contribution, if any, to the program or project; present
the reasons for believing that the country will be able to do its
part; and state the benefits anticipated from the program or project.

~. The probable time span over which the subject assistanc~

may have to be granted. Give the planned time phasing of obligations by
u.s. fiscal year, and if appropriate, indicate factors which may affect
the time phasing. Indicate whether future expectations and requests
will be generated by the initial commitment, and the U.S. Government's
position with respect to such expectations.

(1) The documents for seeking and recording a Type 1 determination
consist of (a) the determination (see Attachment A), and (b) a memorandum
from AA/PPC to A/AID recommending that he sign the determination (see
Attachment C).

(2) The following considerations should be borne in mind in
drafting the determination:

(a) The opening paragraph(s) should include a summary justi- ~•.~ '~~
fication for the commitment and the total amount of the commitment,
indicating the category of aid and whether grant or loan;

(b) The justification should include information on the
following:

1. That the commitment is in accordance with aparoved
policy. Refer to Presidential statements, policy papers approve by
the Secretary of State, or other official national policy documents,
and indicate how the commitment relates to national policy. In those
instances where national policy is lacking or~~here there is doubt or
disagreement'regarding the approved interpretation of such policy
guidance; e.g., with respect to the magnitude of the proposed commitment,
agreement and concurrence should be sought at a level appropriate to the
nature and scope of the commitment.

5E2
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6. In the case of any commitment of Alliance for Progress
grant funds or of development or All iance loan funds not under Section 202(b)
in excess of $100,000, the fact that such commitments constitute a first
claim on any future appropriations for the years specified in the commitment
necessitates compliance as provided in Section 251(e) of the FAA at the
time the commitment is made. Accordingly, the determination should specify
that the agreement constituting the cormnitment will contain assurances
from the country that the funds will be used in a technically sound manner
and the determination should contain an appraisal of the probabilities that
the funds committed will be so used.

c. Preparation of Initial Draft

With respect to proposed determinations considered by the PPC Action
Officer to present signifi~ant issues, he/she (1) prepares or coordinates
the preparation of a first draft which is then transmitted to the offices
immediately concerned for formal comment; and (2) prepares the interagency
draft on the basis of these comments.

d. Clearance

Copies of the interagency draft are circulated for clearance under cover
of a transmittal memorandum (See Attachment B) to the following:

(1) All Determinations

(a) The General Counsel, AID.

(b) The appropriate AID Assistant Administrator.

(c) The Chief, International Division, OMB.

(d) The appropriate State Regional or other Assistant
Secretary.

(e) The Assistant Legal Advisor for Economic and Business
Affairs of the State Department (L/EB).

(f) The Controller, AID.

(2) Determinations having Military Assistance Implications

(a) The Assistant Secretary of Defense (International
Security Affairs), DOD/ISA.

(b) The Director, Bureau of Politico-Military Affairs,
Department of State (PM).
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(3) The final draft of the determination is transmitted to the
Administrator under cover of an action memorandum fromAA/PPC (see
Attachment C). When signed by the Adminstrator, the Executive Secretary
(ES) transmits the determination to the Director of OMB. When the
latter has signed, the determination is returned by OMB through ES to
the PPC Control Officer.

f. Distribution of Completed Determinations

Upon receipt of an approved determination, the PPC Control Officer
reproduces the determination, and distributes copies of the documents
within the Executive Branch to all offices involved in drafting and
clearance and to other interested offices and agencies as appropriate.

Q
)f.••.•

,;;< ,'.::.•

,J

e. Preparation of Final Draft and Transmissjon to Appropriate Offices
For Signature

(1) When agreement has been reached on the text of the determination, c..~.~.,..
the PPC Action Officer has it typed. At this stage a number; e.g., 0-77-1 ' '.'
is assigned to the determination by the officer in PPC designated as the
control officer for determinations (PPC Control Officer). (The 0 series
is used for determinations.)

(2) The yellow carbon copy of the determination constitutes the
record copy. The drafting officer and all clearing officers place their
initials and the clearance date on that copy unless a clearance is made
by memorandum. In the latter case, an entry indicating the sender and
the date of the memorandum is made on the yell ow copy and the memorandum
is retained in the official file.

(6) The PPC Action Officer notifies all officies concerned of
any significant changes in the documents and gives them an opportunity
to review and clear such changes.

(3) As Appropriate

Heads of other offices, departments, and agencies - when the proposed
commitment necessitates subsequent action by them or affect their
responsibilities.

(4) Clearance or comment by OMB is obtained at the Staff level.
Concurrence by any other office or agency will be considered to have
been made on behalf of its principal officer.

(5) Throughout the process of drafting and clearing determinations,
the PPC Action Officer seeks to reconcile any differences which arise and.
if unable to do so, raises them to the appropriate level for prompt
resolution.

5E2d
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5F.

g. Official Records of Detenninations

The PPC Control Officer transmits to the Controller, AID, the official
file including the original signed detennination, yellow copy of the
determination, reproduced copies of the documents, and appropriate
supporting papers pertinent to the history of, and justification for,
the determination. The Controller maintains the official records of
such determinations.

h. Inval idation of Determination

(1) Nonnally, commitments are made shortly after approval of
the required determination. A determination becomes invalid if the
commitment authorized has not been made within a calendar year from
the date it was authorized or if the delay in completing the commitment
would require an extension of the time-span into a fiscal year beyond
that specified in the determination.

(2) For extension of determinations, see 5K.

3. Procedures for Type 2 Commitments

Procedures for seeking determinations involving funds which the Executive
Branch has formally determined to seek from Congress (Type 2) are the
same as procedures for Type 1 commitments with the following exceptions:

a. The form is an action memorandum to A/AID from the appropriate
Assistant Administrator through AA/PPC.

b. The determination does not require the concurrence of the
Director, OMB.

Procedures for Determinations - Development Loans

1. All commitments of development loans (including Alliance for Progress
loans) involving funds not currently available will be made pursuant to
the authority of Sections 202(b) and 25l(b) of the FAA except commitments
whose time span extends beyond the limits authorized in the FAA.

2. Policy guidance on commitments of development loans made pursuant
to statutory authority is contained in HB 21, Part I, Chapter 10.
Presidential detenninations authorizing commitments pursuant to
Sections 202(b) and 251 (b) are processed in accordance with Chapter 10,
which provides for notification to the Congress of both the Presidential
determination and the subsequent commitment agreement.

3, -Commitments of development loan (including Alliance for Progress
loan) funds are processed in the same manner as Type 1 commitments
of economic assistance other than development loans (see 5E) in the
following situations:

/

- '-'.



a. Where the corrmitment goes beyond the year for which Sections 202(b)
and 251(b) commitments are authorized (i.e., FY 1977).

b. Where the total Type 1 commitment includes resources administered
by AID in addition to development loan or Alliance for Progress loan
funds which could be corrmited under Section 202(b) or 251(b), and where
it is considered preferable from the policy standpoint to use the NSC
Action 1550 procedures for the whole instead of the statutory procedures
for a part.

c. Where Sections 202(b) or 251(b) procedures could be used but
for policy reasons it is considered desirable not to elevate the
commitment to the level of formal Presidential approval and intergovern
mental commitment agreement.

5F3
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5G. Commitments

1. When the requisite determination has been approved in accordance
with 5E or 5F, the appropriate Bureau is responsible for negotiating,
or participating in the negotiation, of the agreement with the other
government which incorporates the commitment of funds. Such agreements
may be in the form of an exchange of letters or diplomatic notes,
consortium pledges, pledges to international organizations, etc.

2. All substantive changes in the terms of the agreement from the
determination require the concurrence of AA/PPC, the Controller, and
the General Counsel, and any major changes require the concurrence
of A/AID and, where appropriate, the Director, OMB.

5H. Commitments Made on the Initiative of Senior Officials

Senior officials of the U.S. Government sometimes, without prior
determination as prescribed in NSC Action 1550 and this Chapter,
take actions which are tantamount to commitments of foreign economic
assistance. When this occurs, it is the responsibility of the AID
Bureau concerned to prepare promptly the usual commitment documentation.

51. Notification to the Congress

1. Certain Congressional Committees are to be notified of commitments
of development loan funds, including supporting information. HB 21,
Part I, Ch 10,provides for notification of Presidential determinations
as well as commitments of development loan funds made pursuant to
statutory authority.
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2. Notification of commitments of development loan funds made pursuant
to the President's inherent authority (5F) are accomplished by the
transmission to the Chairmen of the Senate Foreign Relations and
Appropriations Committees and to the Speaker of the House (for the
House International Relations and Appropriations Committees) of letters
signed by AA/PPC. The PPC Action Officer will be responsible for
drafting, or coordinating the drafting, of the letters which will
include the terms of the commitment, and the relevant backgroun~!

5J. Implementation and Records

~ 1. The appropriate AID Bureau is responsible for:

a. All actions required to fulfill commitments, including
(1) submission of budget estimates and (2) monitoring the progress of
the implementation action.

b. Providing SER/FM and AA/PPC with reports as requested on the
implementation of commitments.

c. Notifying SER/FM and AA/PPC of the completion of commitments
or their termination short of completion.

2. SER/FM is r~sponsib1e for:

a. Maintaining official files of determinations and commitments.

b. Maintaining a control register on all commitments by type;
i.e., whether Type 1, 2, or 3 and whether Section 202(b) or NSC
Action 1550.

c. Reserving funds by appropriation category and fiscal year.

d. Preparing periodic summaries of funds reserved, obligated,
and expended against commitments of foreign economic assistance.

5K. Extensions and Modifications of Commitments

Requests for extensions or for material changes in other aspects of
the proposed commitment (e.g., amount, terms, or conditions) are
proposed in accordance with the procedures applicable to the
original determination.

u
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CLASSIFICATION

ATTACHMENT SA

Sample Draft for a Determination in
Accordance with NSC Action 1550

/Oate

1550 Determination
No. D-77-xx

Determination in accordance with NSCAction 1550
Relating to a Commitment that the United States will
Provide up to $8,000,000 to Ruthinia to construct
Technical School Facilities.

It is determined that in order to promote closer cooperation between the
governments of Ruthinia and of the United States, to maintain and promote
political and economic stability, and to contribute to the longer term economic
development of Ruthinia, the United States wi 11 provide grant assistance in an
amount not to exceed $8 mi llion over a three-year period to finance part of the
costs of constructing adonnitory-classroom complex for the Technical Institute
of Ruthinia in City.

The recently established Government of Ruthinia has given evidence
of its ability to organize and maintain a stable society and desires to take
measures to provide additional training opportunties for a cadre of
technical personnel. It is considered that the provision of U.S. assistance
at this time may serve important objectives. The new Ruthinian Government
is especially interested in rapidly improving the quantity and quality of
technical personnel needed for the country's economic development and in
reducing the dissidence prevailing among the students of the institute
:lrisin~ in part from inadequate faei Iities. The Ruthinian Government has
approached the United States for assistance in constructinlZ the dormitory~

classroom complex. A prompt :md decisive response to this request would
demonstrate to the Ruthinian Government that it may plan its future policy
on the b;\sis of a close and friendly association with the United State.

The $8 million commitment would include $6 million to be provided on a
grant basis under Supporting Assistance authority ($500,000 of which is presently
available and would be obligated before the end of FY 1977) and the equivalent of
$2 million in Ruthinian piasters, to be provided on a grant basis and to be
generated by sales of surplUS agricultural commodities purs~ant to Title I, P.L.
480. The $6 million to be provided under Supporting Assistance will be utilized
to finance procurement of U.S. goods and services and the $2 million equivalent
in piasters will, together with the Ruthinian Government's contribution, meet the
local currency costs of the building.

CLASSIFICATION



National Security Council Action 1550, as approved by the President on
May 8, 1956, directs that no promise or commitment, involving future performance
or future expenditures of United States funds for foreign assistance, should be
made or implied except on specific determination by the Executive Branch covering
the following points:

1. That the commitment is in accord with approved policy. The Department
of State Guidelines paper on Ruthinia, approved by the Secretary of State on
Feb lOt 1976, provides that the United States should respond an appropriate
occasions to requests from the Ruthinian Government for economic assistance if that
government demonstrates a real desire to reduce its previous dependence on the
USSR, and that it is in the U.S. interest to assist in improving the quality of
the Ruthinian educational system.
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3. That the funds have been a roved by the Congress or that there is an
Executive determlnatlon to request a ltlona approprlatlons. t e propose
commitment of $6 million in Supporting Assistance grant funds, $500,000 is a~ailable

from the current FY 1977 funds. It is hereby determined that up to $3 million of
the Supporting Assistance funds requested by the Executive Branch for FY 1978 will
be programmed for the present commitment; It is further determined that the . t;;;~
Executive Branch will seek $2.5 million in FY 1979 to complete the commitment. ..

A determination has not yet been made that Ruthinia is a country. "not
dominated or controlled by the international Communist movement, It a prerequisite
to furnishing assistance to the r~vernment of Ruthinia (Section 620(f) of the
Foreign Assistance Act of 1961, as amended). However, it is not expected that
there will be any problems encountered in the Secretary of State's making such a
determination within the next week.

Of the $2 million equivalent in Ruthinian piasters proposed to be committed
for the technical school, $1 million is already available and an additional $1
million will be generated through additional sales of surplus agricultural commodi
ties in FY 1977 and FY 1978.

2. That the commitment is in accordance with law. The commitment to the
Ruthinian Government will indicate that the obligation of any U.S. funds for the
dormitory-classroom complex, beyond the $500,000 for the costs of an architectural
and engineering survey, will be subject to the appropriation of funds by the
Congress and the completion of plans and cost estimates.
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i tspro-Western orientation but also with respect to the improvement of its
educational system. The Ruthinian Government will be required on its part
to provide a suitable site for the donnitory-classroom complex ",d to construct
the necessary streets and public utilities required for the newsite1fhich is
to be located on t·he outski rts of . Ci ty. Furthermore ,
with the rising production and export of oil in Riidiinia, its fu'ture foreign
exchange earnings should be adequate to meet the costs of equipment ne'eded for
the technical institute as well as for the salaries of faculty members who
initially will be drawn in part from the United States and WestemEurope.

S. Probable time-span over which the subject assistance mar have to
be granted. As indicated in paragraph 3 above, the obligation oflJnited
States funds will be made in the beginning in the United States FY 1977 and
tertainate in FY 1980. It is anticipated that expenditures will be completed
by the end of FY 1981.

While the Ruthini811 Minister of Education has suggested that the
United States provide equipment and faculty members on a grant basis, the U.S.
Ambassador and the AID Missioo Director have made it clear that in view of the
prospective increase in Ruthiaia's foreign exchange earnings, it is the U.S.
view that Ruthinia should finance the equipment and operating costs of the
technical institute from its own resources.

Agency for International
Development

Date,

u

Office of Management and. Budget Date

CLASSIFICATION
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Concurrences:

A. I.D.

Mr. V. V. Voe, GC ----Mr. S. S. Soe, LA
~---Mr. R. R~ Roe, SER/FM --Mr.. N. N. Noe, PPC ----

Mr. T. T. Toe, ARA ----Mr. R. S. Coe, L/EB _

OMB

Mr. P. P. Poe, International Division ------

W~yoe:PPC/XYZ:abc

CLASSIFICATION

Type on plain white bond paper:
I yellow flimsy forPPC Control Officer for SER/FM
I white flimsy for PPC Control Officer
I green flimsy for PPC Action Officer
3 white flimsies for ES
All copies (except the ribbon copy) show drafter and

clearances.
Initials on yellow copy.
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N. N. Noe, PPC/XYZ ~PC Division Chieij

Att B

AID HANDBOOK 2, Part 1

Attachment: Draft determination

In view of the urgency attached to completing this action, you are
requested to respond promptly to this memorandum.

WWWoe:PPC/XYZ:abc

CLASSIFICATION

Memorandum Transmitting Draft Determination
for Interagency Clearance

We have prepared the attached draft of a determination for a commitment
to Ruthinia. Your comments and concurrence are requested in writing by
c.o.b. December 10, 1977. All clearances, with the exception of the
Office of Management and Budget, are to be made by or on behalf of the
principal officers of the organizational units addressed. The Office
of Management and Budget clearance is at the staff level.

FROM:

Further drafts will not be circulated unless significant changes are
made in the present draft. The PPC Action Officer, W. W. Woe
(ext. xxxxx) is prepared to furnish further information.

SUBJECT: Determination in accordance with NSC Action 1550 relating
to a commitment that the United States will provide up to
$8,000,000 to Ruthinia to Construct Technical School Facilities

MEMORANDUM FOR: Mr. V. V. Voe, GC

V Mr. T. T. Toe, ARA
Mr. R. S. Coe, L/EB
Mr. S. S. Soe, MILA
Mr. R. R. Roe, SER/FM
Mr. P. P. Poe, OMB

L )U
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AITACHMENT 5C

EFFECTIVE DATE

April 25 t 1977

Memorandum Transmitting Determination
for the Administrator's Approval

DRAFTED:
INITIALED:

ACTION MEMORA~DUM FOR THE ADMINISTRATOR

nlROUGH: ES

FROM: Z. Z. Zoe, AA/PPC

IDate7
7'Date"'J'

+

"... . ....•..,..•.~'V

u
+

SUBJECT: Determination in accordance with NSC Action 1550 relating
to a commitment that the United States will provide UP to
$8,000,OUO to Ruthinia to construct Technical School Facilities.

Discussion: /Summarize in a few sentences the proposed determination and
any significant background material not included in it. This
memorandum should not exceed one paged

Recommendation: That you sign the attached determination. ITf a Type I
determination add - an~ forward it to the Director:-Office of
Management and B~dget~

Attachment: Proposed determination D-77-xx

WWWoe:PPC/XYZ:abc

CLASSIFICATION

Type on plain whi te bond paper:
I yellow flimsy for PPC Control Officer;
I green flimsy for PPC Action Officer;
3 white flimsies for ES:
Initials on ribbon copy.



.....
.

.....
. ..



AID HANDBOOK 2, Part II TRANS. MEMO NO.

2: 1
EFFECTIVE DATE

September 15, 1975

PAR T I I - BUD GET I NG

C HAP T E R 1

I NT ROD U C T ION

lAo Purpose

This part of Handbook 2 describes AID's budgetary process. It includes
a description of major events during the usual two year U.S. Government
budget cycle, defines several of the frequently used budgetary terms and
sets forth in general terms requirements for the Annual Budget Submission
(ABS).

•

lB. Definition of Budgeting

Budgeting is the process by which AID establishes funding priorities and
allocates resources to competing programs for both the budget year and
the operational year. Budgeting involves a series of interactions:
Between PPC and the Geographic and Functional Bureaus; between AID and
the Office of Management and Budget; between the Executive Branch and the
Congress. (An exhibit describing AID's Budget Process is provided.)
(See Exh"ibit lA, "Budgeting Process.")

lC. Coverage of this Part

Part II deals with budgeting for all AID resources, except for operating
expenses. The subject of operating expenses is covered in Handbook 19,
Financial Management.

~
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2A. Frequently Used Budget Terminology

1. Total Program - represents the total of all dollar funds available to
AID during a fiscal year and consists of newly appropriated funds plus
IIbridge items ll as described below.

2. Budget Authoritx (BA) - The Office of Management and Budget (OMB)
defi nes budget authority as foll ows: "Budget authority for any year rep
resents the authority becoming available during the year to incur obliga
tions. Most budget authority is in the form of new appropriations; other
types are contract authority and authority to spend debt receipts." In
the case of AID, budget authority is normally synonymous with New Obliga
tion Authority (NOA) plus or minus transfers to and from other Federal
agencies. Net budget authority applies to the total NOA for AID, less.
certain receipts which return directly to the U.S. Treasury.

3. Appropriated Funds - Also known as New Obligation Authority (NOA)
represents the new funds appropriated by the Congress each year in the
Foreign Assistance and Related Programs Appropriations Act to enable the
President to carry out the provisions of the Foreign Assistance Act.

4. Bridge Items - Each year, the Congress has authorized AID to use certain
funds known as "bridge items" to carry out its program which, when added
to the new funds appropriated by the Congress, represents the total amount
of funds available to AID for the fiscal year. Bridge items include:
Unobligated balances from the previous year; deobligations and deauthoriza
tions; reimbursements; loan receipts; transfers. Bridge items are not
available without positive, affirmative action by the Appropriations
Committees and, subsequently, by the entire Congress. All AID funds,
including bridge items, are subject to the appropriation process, and the
Appropriations Committees have control over all funds that they make
available to AID.

5. Unobligated Balances - Represent funds that become available when
obligations/authorizations in the previous fiscal year are less than the
amount of funds made available by the Congress for that year.

a. Congress appropriates some funds (e.g., loan funds for the five
Development Assistance accounts) with the provision that the funds will
be available until expended. Any unobligated balances in these "no-year"
appropriations are therefore continued available into the next fiscal year.



6. Deobligations/Deauthorizatio~ - Represent recoveries of funds
obligated or authorized in prior years.
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b. Unobligated balances in annual appropriation accounts expire at
the end of the fiscal year. However, the Congress has traditionally
included a special provision in the annual Appropriations Act for the
following year reappropriating these balances.

10. Pipeline - AlDIs pipeline represents funds which have been obligated
or committed for specific projects or activities through negotiated
bilateral agreements with foreign governments, with contractors. and with
nongovernment grantees but which have not yet been expended. (Also known
as unliquidated obligations or obligated balances.) Pipeline data is
presented in two ways. The Cash Basis pipeline represents funds obligated
against which checks have not yet been drawn. The Accrual Basis pipeline
is the Cash Basis pipeline less the estimated value of goods and services
already delivered but not yet paid for.

7. Feimbursements - Represent the recovery of the cost of services
provided by AID to other U.S. Government agencies such as administrative
support for the State Department at some overseas posts.

8. Loan Receipts - Represent interest and principal repayments to AID
by borrowers from loans made by AID and predecessor agencies in prior
years.

9. Transfers - Represent the transfer of AID funds to other agencies
and from other agencies to AID under various legislative authorities.

Transfers also take place when funds are moved between AID accounts.
(For example, Section 109 Of the Foreign Assistance Act permits the
transfer of up to 15% of the funds made available for any of the five
functional accounts to any other of the other functional accounts, with
the limitation that no account may be increased by more than 25% of the t;~

amount authorized in the Act.) ~

2A5

11. The President's Budget - is prepared by the Office of Management and
Budget (OMB) and sets forth the President's budget year. It contains
a summary of economic and fiscal condition~ affecting the preparatJon of
the President's budget; a narrative statement for major functional cate
gories (AID programs are contained under the function IIInternational
Affairs and Finance ll

); a listing of each individual appropriation account
for all agencies and programs for a 3 year period -- past, operational
and budget.

The Appendix to the President's Budget contains detailed financial schedules
for each account, a brief narrative rationale. proposed appropriation
language, and projected employment levels for each Federal agency.

i,..'....•..'•.•
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12. Budget Amendments - involve an increase or decrease in the amounts
proposed in the President's budget. Proposed amendments are prepared
by AID, processed by the Office of Management and Budget and transmitted
by the President to the Congress. The President's budget may be Ilamendedll
up until enactment into law of an appropriation.

13. Budget Supplementals or Recission? - involve a proposed increase or
decrease in the amounts already appropriated by the Congress for a partic
ular year. They are processed in much the same way as a budget
amendment.

14. Budget Year - refers to the upcoming fiscal year (FY); e.g.,
during FY 1976, the budget year means FY 1977.

15. Operational Year - is the fiscal year preceding the budget year; e.g.,
during FY 1976, the operational year means the same period of time as the
fiscal year.
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4A. Purpose

1. This chapter briefly describes the factors which generally influence
decisions regarding AID's request for the resources necessary to implement
its budget year program .

...., 2. The decision to request resources to fund programs is a decision to
select certain activities for intensive development. That selection is
based on and reflects AID priorities. Estimating budget year requirements
is a process of analyzing and defining AID priorities and balancing those
priorities against broad limits of resource availability.

4B. Policy Inputs

AlDis existing pool of program planning guidance is fed by three policy
sources:

1. The Congress is responsible for authorizing the programs which AID
implements. AlDis legislation and its history provide the legal basis
for what AID is supposed to be doing.

2. The Executive. The President, OMB, the Department of State, and to a
limited extent, other Departments and agencies of the Federal Government
provide direction for AlDis program, help to ensure that it is coordinated
with other U.S. Government programs, and provide technical guidance from
their respective areas of experience and expertise.

3. AID Management. The central management staff of AID is responsible
for:

a. Insuring that policy from all sources is reflected in AID programs.
AID central management is responsible for interpreting and clarifying
policy for AID. This is accomplished through the Administratorls policy
determinations and guidance messages.

b. Providing precise technical guidance which will help to insure
that AID activities reflect AID policy from the earliest stages of their
design.

4C. Program Inputs

The budgetary demands of AlDis program come from three sources:

1. Ongoing activities which require funding if they are to successfully
'-' accomplish their objectives.



5. The Administrator will select his preferred option and PPC will use it
as the basis for preparing the OMB submission. The request for budget year
resources will normally be presented in the form of two alternatives:
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1. AID Geographic and Functional Bureaus aggregate requirements for
ongoing projects for the budget year. In some cases, a Bureau may choose
to terminate or phase down an ongoing project in order to free funds for
new activities. This should occur when the project is not germane to the
planning strategy or will not accomplish its objectives.

2. AID Geographic and Functional Bureaus transmit their ongoing funding
requirements, together with initial funding requirements for approved new
PID's, and comparable documents, to PPC.

3. PPC aggregates budget year funding requests for ongoing and new projects
and develops a funding plan comparing requested levels with the planning
targets established by OMB. ~

4. PPC presents the Adm"inistrator with a series of options, together with
PPCls recommendations, which compare Bureau proposals to the OMB planning
target and Bureau proposals to an alternative funding level recommended by
PPC.

4C
2. Project Identification Documents or comparable documents for new
activities which have been approved by AID and are designed to reflect the
planning strategies of Missions and AID/W operating Offices.

4D. OMB Planning Guidance

The OMB planning guidance establishes a general framework of funding
priorities among all Federal agencies.

4E. Estimating Budget Year Requirements

In practice, it is impossible to provide an exact formula for determining
the level of budget year resources to be requested from OMB. In some
years policy issues and AlDis attempt to respond to them will dominate the
process. In other years, particularly when the Federal Government faces
severe fiscal constraints, funding issues will dominate the process. When
the program demands of AID for resources for ongoing and new projects are
less than or are quite close to the targets included in the OMB planning
guidance, the process of requesting budget year resources is simplified.

When there are worthy program demands well in excess of targets included
in the OMB planning guidance, AID must solve two problems: What will the
content of the program within the OMB planning level be and what level of
additional resources will be requested from OMB. The process works as
foll ows:
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a. A 11ow" level within the OMB planning level, including as proposed
new activities those projects included in the Administrator1s preferred
option.

b. A "recommended" level based on all the proposed new activities which
AID feels it must implement in order to accomplish its mission.
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C HA PTE R 5

EST I MAT I N G R E QUI REM E N T S FOR

THE 0 PER A T ION A LYE A R

Purpose

This chapter briefly describes the process used to allocate resources for
the operational year, the OYB process. The process is similar to that used
to estimate requirements for the budget year. However, the allocation of
resources is done within the basic framework set forth in AlDis Congressional
Presentation. To the greatest extent reasonable and practicable, AID will
adhere to the funding plan contained in this document.

Pol icy Inputs

AID has fresh Congressional policy guidance for use in preparing the OYB.
Authorizing legislation and its history as well as the appropriation bill
and its history provide pointed policy reference for preparation of the OYB.

5C. Program Inputs

'-' As with the OMB submission, the three program "inputs are:

1. Data on ongoing activities which are drawn from the Annual Budget
Submissions

A precise estimate of the resources necessary for each ongoing project is
critical to the efficient use of AID resources during the operational
year. Overfunded projects limit AlDis ability to initiate new activities,
so careful fiscal analysis of ongoing requirements is an important input
for the OYB.

5D.

2. New Projects

Project Review Papers will have been completed prior to preparation of the
Congressional Presentation. Since PRpis will be at least eleven months
old when the OYB is issued, Project Papers for most proposed new projects
will have been prepared by the time of the OYB.

3. Approved nonproject activities.

Estimating Operational Year Requirements

By the time PPC issues controls for the OYB: AID has invested some twenty
months in developing its program for the operational year. It also has
reasonably firm program levels by each appropriation category. Reconciling
program demands with availabilities takes place as follows:
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a. When program availabilities approximate Bureau requests for funds, ,,'('~.

preparation of the OYB involves arranging Bureau requests in the desired ..,
format and publishing the document.

b. When program availabilities are significantly less than Bureau
requests, preparation of the OYB involves a difficult choice between new
projects and a balancing of new proposals with ongoing activities. In
extreme cases, Bureaus may be requested to "short-fund" ongoing activities
and to cancel plans for implementing new projects. Bureaus will be given an
opportunity to raise OYB issues with PPC to the Administrator.

3. The Administrator will approve the OYB.

1. Geographic and Functional Bureaus reestimate requirements for ongoing
projects based on:

a. A review of actual and planned project performance.

b. A review of planned obligations by cost component and method of
implementation. This data should be consistent with comparable data in the
Project Paper, as modified by subsequent evaluation and other reviews and
replanning.

c. An analysis of planned funding periods to insure that Missions and
AID/W Offices are observing AID forward funding guidelines. Bureaus will
be praticularly sensitive to the unwarranted accumulation of funds in the
project pipeline.

2. When Bureaus have arrived at their best estimate of requirements for
ongoing projects, they transmit that estimate together with requirements
for new projects beginning during the operational year to PPC. PPC then
reconciles requested levels with program availabilities. This process takes
two different forms:

50
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OPE RAT I NGUN D ERA

CON TIN U I N G RES 0 L UTI 0 N

In cases where an appropriation has not been enacted by the time the oper
ational year begins, it is normal practice for the Congress to enact a
temporary continuing resolution to permit continuation of programs pending
final Congressional action. While the specifics of the continuing resolution
may vary from year to year, the basic intent is to permit orderly continu
ation of federal programs but in such a manner as to preserve to the maximum
extent practicable Congressional prerogatives and flexibility.

68. Theory of the Continuing Resolution

1. The Continuing Resolution is an appropriation act. In its application
to AID it normally authorizes and appropriates funds for any purpose for
which funds were available under the Foreign Assistance and Related Programs
Appropriations Act, and for which funds are included in the budget estimate.

With respect to any particular activity, the availability of funds during
the period of the Continuing Resolution will normally cease when and if
both Houses enact an appropriation act without any provision for such
activity or when an appropriation act providing for such activity becomes
1aw.

6C.

2. Obligation made during the period of the Continuing Resolution will
ultimately be charged to the specific appropriation available for such
obligation under the appropriation act, when the latter becomes effective.

Continuing Project or Activity

Under the normal Continuing Resolution, AID may obligate and expend funds
for "continuing projects or activities, II This language has been construed
both by opinions of the General Counsel and by AID practice to limit
activities during the Continuing Resolution period to those statutory.
purposes or general appropriation categories for which funds were provided
in the previous years appropriation act.

Neverthel ess, 'both the House and Senate Appropri ati ons Committees have
made it cle~r that operations during a Continuing Resolution period must
be conducted so as to avoid program items on which the Committees have
expressed strong criticism and otherwise to preserve the Congressional
prerogatives of the regular authorization and appropriation pro~ess.
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Because of the importance of maintaining Congressional prerogatives, it is
normal practice to establish special procedures to carefully monitor and
control obligation of funds during the Continuing Resolution. Although
the specific elements of these special procedures vary from year to year,
they normally involve a system whereby the authority to approve certain {"....):~
categories of funds for obligation is elevated to the Office of the ~

Administrator.

60. Rate for Operations

The Continuing Resolution normally permits activities to be. carried out at
an annual II rate for operations ll not in excess of the current rate or the
rate provided for in the President's budget estimate, whichever is lower.
In some cases, Continuing Resolutions contain time restrictions; e.g., a
quarterly 1imit. In order to determine the II ra te for operations ll

; i. e.,
the funding availability on an annual basis, the total fiscal year program
must be considered. For this purpose it is not the actual obligations in
the preceding year which must be considered by what was available for
obligation, as the rate referred to is the rate for operations; i.e.,
available for, and not the rate of operations. This means that the rate
available for obligation during the Continuing Resolution period is the ~
lesser of the total fiscal year program availabilities for which provision
was made in the preceding year or in the budget estimate for the budget
year.
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7A. Purpose

This chapter describes the major statutory provisions which regulate and
control AlDis budget process. These provisions are drawn from three

-., pieces of legislation:

1. The Congressional Budget Act of 1974;

2. The Foreign Assistance Act of 1961, as amended;

3. The Foreign Assistance and Related Programs Appropriation Act of
1975 (hereinafter referred to as the Appropriations Act).

In a sense, these Acts in their entirety are relevant to AID's budget
process in that they provide policy guidance used to develop AID's
program. The sections of the legislation included in this chapter are
those which directly affect the process used to request and allocate

.., resources.

7B. Provisions which Regulate the Budget Cycle

While AID and the Executive Branch have some flexibility with respect
to the flow of the budget cycle, the basic framework regulating the timing
of budget events is provided by legislation.

1. Section 300 of the Congressional Budget Act of 1974 is a timetable
for the Congressional budget process. AlDis budget cycle, and that of
the Executive as a whole, must integrate with the Congressional process.
Section 300 provides, in part, that:

a. On or before the 15th day after Congress meets,the President
sumbits his budget (usually around January 20th).

b. On or before April 15 the Budget Committees report the first
concurrent resolution on the budget to their Houses.

c. On or before May 15 Committees report bills and resolutions
authorizing new budget authority.

d. On or before the 7th day after Labor Day~Congress completes
action on bills and resolutions providing new budget authority and new
spending authority.
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2. Section 610 of the Foreign Assistance Act authorizes. in part, the
transfer of not to exceed 10 percent of the funds made available for any
provision of the Act for use with funds made available for any other
provision of the Act. The total in the provision benefitting from transfer
may not be increased by more than 20 percent of the funds originally made
available. In general, provisions of the Act correspond to the appropri
ation categories in which funds are made available. (Other restrictions
in the Act restrict this authority in certain instances.)

3. Section 109 of the Foreign Assistance Act authorizes, in part, the
transfer of not to exceed 15 percent of the funds made available for one
of the functional development programs for use with funds made available
for any other functional development program. The total in the program
benefitting from transfers may not be increased by more than 25 percent
of the funds originally made available. (This section prohibits the use
of Section 610 and Section 614 authority to transfer funds from the
functional development program for any other use.)

7D. Provisions which Help to Maintain the Integrity of the Budget Process

1. Section 113 of the Appropriations Act provides that no funds made
available to AID shall be available for obligation unless House and
Senate Appropriations Committees are notified 15 days in advance. It
is AID policy that notifications subsequent to the Congressional

e. On or before September l5 Congress completes action on the second
required concurrent resolution on the budget.

f. October 1, the new fiscal year begins.

2. Section 653 of the Foreign Assistance Act requires, in part, that
within thirty days of the enactment of appropriations the President shall
notify the Congress of each foreign country which will receive assistance,
the amounts of such assistance, and the category of such assistance. Since {,.~

this requirement is substantially the same as the OYB, it dictates the ~

timing of the OYB. These requirements do not apply to fundin~ under a
Continuing Resolution and may not be waived under Section 614{a).

7C. Provisions which Permit AID Flexibility in the Implementation of Programs
for which Funds are Appropriated

1. Section 614 of the Foreign Assistance Act, in part, provides the
President with authority to use for Foreign Assistance Act purposes up to
$250 million of foreign assistance funds when he determines the purpose to
be important to the security of the United States, without regard to other
provisions of the Act (other provisions of the Act restrict this authority
in certain instances).

7B1
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Presentation be processed only in exceptional circumstances. This means
that the Congressional Presentation must be as firm as possible and as
a resu1 tt that other budget documents must be I re.a1" rather than
illustrative.

2. Section 102 of the Appropriations Act provides that not more than
20 percent of the grant program in any appropriation category (excluding
Contingency and Disaster appropriations) may be obligated during the last
month of availability. This provision encourages AID to formulate
a funding plan for the entire fiscal year which distributes obligations
and consequent workload evenly.

3. Section 634(d) of the Foreign Assistance Act requires that the
President notify the Congress of actions taken during the previous fiscal
year which resulted in furnishing assistance substantially different
from that included in the Congressional Presentation. This report
represents the culmination of a budget cycle. In a sense t it measures
the effectiveness of the planning and budgeting process.
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APPENDIX 3A1

LONG RANGE PLAN

EFFECTIVE DATE
March 28, 1978

Instructions for Preparing Table I - Long Range Plan

FY 19PY data should be based on the current Operational Year Budget
(OYB) and be consistent with Tables IVB.

FY 19CY data should be based on uptodate mission estimates and be
consistent with Tables IVB.

FY 19BY data should be taken from the Decision Packages in the Annual
Budget Submission showing cumulative levels from the Minimum to the
Proposed.

FY 19BY+l - 19BY+4 data should relate to the long range goal described
in the decision unit overview. The grant/loan split is necessary for
outlays estimates required by OMB.

Appropriation Stubs - Refer to Appendix 3C if there is a question on
proper funding of activities by appropriation account. List each of
the "Other" accounts separately.

PL 480 should include dollar levels only.

Personnel in workyears should include all types of Operating Expense
funded personnel required by the program at each level. Data should be
drawn from the Annual Budget Submission, relevant mission experience,
and be consistent with the discussion of long-range goals, program
content and program approaches set forth in the Decision Unit Overview.

Operating Expenses data should cover all categories of operating
expenses for the mission.
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DECISION UNIT: _

EFFECTIVE DATE
March 28, 1978

i- Note: - I'Y -;-i;ast-)-; ~...~-;;~'l.- C~;··-~~-~·~-urrentYe-;r. BY • Budget 'i"eBr1
Exam?le: Budget submittt=d ire May 1978 includes data for i'

I PI' (F'Y 1978), CY (F1 1979'), and BY (FY 1980). Long range \i pian includes BY+::' (1981), L\Y+2 (1982) I BY+3 (1983), and I
i~~~~_~_(l984~ . . _. J

FY 19CY FY 19BY PLANNING PERIOD
REQUEST MINIMUM PROPOSED BY+! BY+2 BY+3 BY+4

TABLE I - J ..O~G RANGE PLAN

($ mlll;1ons)

App 3A1

Personnel (in workyears)
Missior. - LS.

- F.N,
TDY - V.SD.H.
Contract, ~ther -

Food & Nutrition
Grants
Loans

Education
Grants
Loans

Exhibit 3-1

FY 19PY
ESTIMATE

Health
Grants
Loans

Total Functional
Accounts

Grants
L,oans

Selected Development
Activities

Grants'
Loans

Total Program
Grants
Loans

Population
Grants
Loans

PL 480 (non-add)
Title I (of which Title III)
Title II

Housing Guaranties
(non-add)

Other Accounts
(specify)

Grants
Loans
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APPENDIX 3A2

EFFEcTIVE DATE
March 28, 1978

(Reserved for Table II and Instructions to AID/W Bureaus)
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APPENDIX 3A3

SUMMARY OF RESOURCES

EFFECTIVE DATE

March 28, 1978

Program funding and operating expense-funded personnel levels are
presented on Table III for three fiscal years including all decision
package levels for the budget year. The data is drawn from Activity
Budget tables (Table IVB) for program activities and from Personnel
Requirements and Operating Expenses Budget tables for non-program activities.

INSTRUCTIONS FOR PREPARING TABLE III

1. Under the heading for Program Activities. list by account each
activity contained in the budget submission with funding and/or
personnel requirements during the current year and/or budget year.

2. Under the heading for Non-Program Activities. list the following:

Policy Direction and Management
Financial Management
Mission Support
IDls
Other (specify. if other categories are used)
Non-Mission Specific Personnel
Operating Expenses:

Personnel
Housing
Office Operations

3. For each program activity take the funding and personnel workyears
data fram the appropriate columns of Table IVB. Budget year levels
for decision packages are cumulative totals. not increments.
Use additional forms if more than four alternative program levels
are addressed in the budget submission.

4. For non-program activities. take the personnel workyears data from
the Mission Operating Expense-Funded Personnel Requirements table.

5. For Operating Expenses. take the amounts from the Operating Expense
budget for Personnel (line 01). Housing (line 30). and Office
Operations (line 54). .

6. For each program account and for operating expenses give a subtotal
in parenthesis on the same line as the account heading.
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BY; lQI:n
PV: lQ;1l CV: lQ1Q MARte MINIMUM EX_AN.10" PROPOSED

ACTIVITY PERSONNEL PERSONNEL P~NEL pE"R80NNELPERSONNEL PE'UJONNEL
P'UNDING II'UNDING P'UNDING P'UND'NG"'UNDING II'UNDING US .... UB P'N US "NUS P'N U8 P'N US P'N

PROGRAM ACTIVITIES

Food and Nutrition
<-- <--> <-- <--> r-----) --><list of Projects>

Population
<--> <--> <--> <--> <--> --><List of Projects>

Health L...--> <--> <--> <--> <--> --><List of Projects>

I··Education
--> <-- <--> <-- <--> ><List of Projects) ---

Selected Development Activities --> L...-- <--> <-- <--> <--><liet of Projects>

Sahei Development Program > <-- <--> <-- <--> <--><List of Projects)

Security Supporting Assistance --> --> <--> <--
,

<--> <--><List of Projects)

Other <specify)
<List of Projects>

TOTAL PROGRAM FUNDING

t'Il
><Housing Guaranties
:>'....<List)
cr....
"PL 480 Title I
w
I
w

<of which PL 480 Title III>

PL 480 Title II
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APPENDIX 3A4

ACTIVITY DATA

EFFECTIVE DATE

March 28,~1978

Activity Data Tables IVA (Narrative) and IVB (Budget) will be prepared for
each of the following: all new program-funded activities that will be funded
in the current year or in the budget year. and all ongoing program-funded
activities that will be funded in the current year or in the budget year,
including the Housing Guaranty program; PL 480 Title I; PL 480 Title III;
PL 480 Voluntary Agency programs; and each PL 480 Title IIgovernment-to-government
program. Table IVB will be prepared for each ongoing activity that will have
unexpended obligations (pipeline) during the current year and/or the budget
year, and for each regional or interregional activity that requires mission
support in workyears or operating expenses. Information is to be provided for
three fiscal years: past year (PY), current year (CY), and budget year (BY).
Activity data will be used in AID/W for budget review and analysis purposes and,
after any necessary revisions, for input into the Congressional Presentation.
Tables IVA and IVB are to be prepared for every activity increment that is
presented in decision packages submitted by the decision unit. Use additional
Tables IVB if increments of an activity are presented in more than two decision
package levels. The tables are to be completed as follows:

A. Table IVA. Activity Data - Narrative. Give brief. concise statements
under each of the headings.

1. Purpose. State the activity purpose as it would be presented in a
Project Identification Document. Pro~ect Paper, or PL 480 proposal.

2. Background (for all projects, similar to data given on project
sheets for the Congressional Presentation). Describe linkages
between the activity and the U.S. country development strategy,
the host countryf s development priorities and the decision unit's
program objectives as set forth in the decision unit overview and
in decision packages. (See Appendix 3B Zero;Base Budgeting.)

Project Description (for new activity). Give a brief (page or less)
d~scription of the problems to be dealt with under the project, the
proposed means of dealing with these problems, the host country
entities involved, and any major issues that need to be addressed
during project development.

3.

4.

Progress to Date (of ongoing activity). Indicate major output and
progress toward objectives of the activity in relation to the
short-range program objectives of the decision unit.

Beneficiaries. Identify target group and indicate nature and extent
to which the activity would benefit poor people; give estimate of total
project cost per family benefited.

Current Year Program. State explicitly in objectively verifiable
terms the results expected during the current year. In relation to
these results, explain any differences between the planned current
year program and funding and the activity budget requested in the
Congressional Presentation of that year.



2. Estimates of U.S. Dollar Costs
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b. Activity Title. For pr9Ject activity enter Project Title;
for PL 480 or Housing Guaranties enter appropriate identifying
information.

b. Host Count!, and Other Donor Inputs. "Ind.l~ate source. nature of
assistance. and dollar value for pt. ct. BY and for the life of the
project.

d. AeRroJ?Ii~tion. Enter the a1phab~tic code of the approPriation
under which funds are requested.' A list of current appropriations
and codes is given in Attachment 1 of this Appendix.

c. Project Number. Enter two-segment,project number. i.e •• country
code. and sequence number.

Funding Period (From-To) under cUr:f!ntyear and each budget year
decision pac"ge level gives pedod during which obligations will be
expended for each input.

a. Decision Unit. Enter the name of the organizational entity
that manages and provides reources required by the activity.

Refer to Appendix 3C Program Funding Guidelines for guidance in
developing project funding levels.

a. Activit'!; ;nputs. List inputs that are to be financed during
py. CY. BY under .uD and PL 480 appropriations. For, prOject
activities include an item for project evaluation costs~

If contract services are included. show a breakout for contractor
support costs.

Past year estimates should be consistent with PY level shown in
Table I,which should .reflect the latest approved Operational Year
Budget for the decision unit. Current year estimates should reflect
any chanses from funding requested in the Congressional Presentation
of that year. These changes are to be explained in the Activity
Narrative (Table IVA). ' ' ,

5. Budget Year Prosram. For each decision package level state explicitly
in objectively verifiable t~rms the results expected during the
budget year. '

6. MajorOu,tJ?ut's Cumulative through life ~f 'P:tole.ct and in quantified
terms. indicate major O\ltputs of the activity in relation to the
short-range program objectives of the decision unit.

B. Table IV! Activity Budget Data

1. Id~nt!fYins Information



- PL 480 - Title II

Training activities where we support rather than conduct
the training

Intermediate Credit Institutions where the major input
is the provision of funds and possibly some technical
assistance

ACTIVITY DATA
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- PL 480 - Title I
- Commodity Drops such as fertilizer purchases
- Rousing Guarantees
- The provision for budgetary support for a group of activities

or problems, or sector, on an attribution basis, i.e., host
country budget are supplemented.

MEDIUM support per program dollar. These activities require more
support than the LOW support activities, due to greater involvement
on our part to control. oversee, and coordinate the various aspects
of the program. Coordination involves more parties than the host
government. Examples may include:

LOW support per program dollar. The primary attribute of these
activities is a transfer of funds. The use of the funds is easily
defined or handled mainly by the host country. Examples may
include:

- Projectized Sector Assistance which is made up of a number
of separate but related program activities. AID is involved in
the approval and monitoring of each program activity.

RIGH support per program dollar. The attributes of these program
act'ivities are that AID bears the main burden for design, implementa
tion. and control. and that the activity itself is compleX. Examples
may inelude:

3. Personnel Intensity

The three designations make distinctions among program activities
based on their relati~eneed for direct wo.rkY;~$r ,support. The
personnel intens'ity des:Lgnadon should be thought of on a per
Program Activity dollar basis. not an absolute basis. In other
words. we are trying to determine the amount of p,~sonnel support
per Activity dollar over its life, not that activ:f.t:Les with large
dollar funding require more support than amall projects.

Use the following general guidelines to classifyp~ogramactivities:

·it·



NOTE: The three designations refer to the program activity over i~8 life,
and not the particular need for support in anyone year. The above examples
ace meant as guidelines, not as substitutes for your specific knowledge of
the nature of each activity.

{ ~'..,
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The workyears directly related to program activities measures the
time and effort required to design, document, monitor, and evaluate
these activities. Also, the workyear measures include the efforts
by technical personnel as they might relate to any of the functions
mentioned above. Program activities are to include participant
training, food and nutrition, rural/urban development, population,
health, education, and all other special activities. Workyear
efforts in support of program activity by legal staffs, contract
officers as well as the accounting functions performed by the
Controller's staff are not included in this category. The work
years directly related to program activities could be funded from
the Mission's Operating Expenses, Program funds, or be provided by
TDY of direct hire staff from another official AID duty station.

- Researeh including sector and other types of analysis that
lead to project development.

Institution building whose main purpose is to strengthen
the capacity of_ the government and/or private organiza
tions. (extension 8~rvices, planning units, university
facilities, etc.) .

- Area Development or Integrated Rural Development Projects.
These activities are characterized by a.wide variety of
inputs involving technical assistance in various
functional areas as well as capital.

4. Personnel Workyears

- Construction of things, and the development of host
country's capabilities required !or ongoing support.
(roads, rural electrification, irrigation, schools, etc.)

EFFECTIVE DATE

March 28,1978

NOTE: In the Workforce and Operation Expenses section ~f the gUidance you
will be asked to identify the source of the workyears of Operating Expense
Funded directly related to Program Activity as USDH, FNDH, or Contract.
U you feel it necessary to deterJDine this breakdown at the activity level,as opposed to the aggregate levels (Mark, Minimum, Proposed), this information
can be developed in a worksheet for Table IVB.



AID HANDBOOK 2, App 3A4
TRANS. MEMO .NO.

'2: 19
EFFECTIVE OATE

March 28, 1978
ACTIVITY DATA

5. Participants. Long-term participants include those in nine months
or more of training.

Please note: Decisions on program budgeting and resource allocation must be
basedon objective information about the actual performance
effectiveness and impact of ongoing projects. In the case of
proposed new projects. such decisions must be predicated on the
results planned.

For both new and ongoing projects. information on effectiveness
and impact ultimately must be developed through rigorous
evaluation. Rigorous evaluation in turn is dependent upon
whether or not the project is evaluable. i.e •• whether it
contains statements of targets expressed in explicit. finite. and
verifiable terms. baseline data. progress indicators. and means
of verification and other evaluative data. It is of critical
importan~therefore that mission management determine that the
evaluation plans of both new and ongoing projects are carefully
formulated. For this purpose. refer to Handbook 3. Part I.
Annex 3H. which describes the requirements for project evaluation
plans and Appendix 3D.
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Attachment 1

* A complete list of AID's appropriations is given in Attachment A1
to Appendix D, Handbook 18.

i\;. ;:1;...,

FN
PN
HE
EH
SD
SA
SH
DR
AS
CF

Appropriation

Food and Nutrition
Population Planning
Health
Education and Human Resources Development
Selected Development Activities
Security Supporting Assistance
Sahel Development Program
International Disaster Assistance
American Schools and Hospitals Abroad
Contingency Fund
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APPENDIX 3B

ZERO BASE BUDGETING

EFFECTIVE DATE

March .28, 1978

i;, ..4.., .

1. Concept

Zero base budgeting is a management process that provides for systematic
consideration of all programs and activities in conjunction with the formula
tion of budget requests. The concept is central to the Federal budget process
and the Agency's internal budgeting system. Zero base budgeting requires:

- Participation of managers at all levels in the planning, budgeting,
and evaluation processes;

- Justification of the resource requirements for existing activities
as well as for new activities;

- A focus in the budget justification on the evaluation of discrete
programs or activities;

- Establishment, for all managerial levels in the Agency, of objectives
related to programs against which accomplishments can be identified
and measured;

- Identification and assessment of alternativa methods of accomplishing
objectives;

- Analysis of the probable effects of different budget amounts or per
formance levels on the achievement of objectives;

- A credible rationale for reallocating resources, especially from
old activities to new activities;

- Use of decision packages as the major tool for budgetary review,
analysis and decision-making;

- Ranking of activities within decision packages in order of priority
at the mission and AID/W office level, and of decision packages at
the Bureau and Agency level.

II. Def initions

The following definitions are integral to AID's zero base budgeting
process:

A. Decision unit. The basic program or organizational entity for
which budget requests are prepared and for which its manager makes
significant decisions on the amount of spending and the scope or
quality of work to be performed. Each mission or country office
and each AID/W operating office is a decision unit. However, ZBB
concepts and procedures can be installed within Missions and
AID/W offices so that managers below the Mission or Office Director
level could be designated Decision Unit Managers.



The minimum program level for each decision unit must be at or below
the Mark and below the Current level.

Assume: The goal is to help meet basic health needs of poor rural people
in Country X.

ZERO BASE BUDGETING
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D. Minimum Level. The level below which it is not feasible to
tontinue operating because no adequate contribution can be made
toward fulfilling objectives defined in the context of the program
goals and strategies. The minimum level might not permit complete
achievement of the stated objectives but is defined as the level of
resources required to make it worthwhile continuing a program.

Consolidated decision packages are prepared to summarize and
supplement information contained in individual packages. These
consolidated packages address the objectives of management
officials at a higher level than those who prepare decision
packages and may reflect priorities, including the addition of
new programs or the abolition of existing ones, that differ from
the more detailed individual packages.

C. Ranking. The process by which man~gers array program or activity
levels shown in decision packages in decreasing order of priority.
Ranking identifies the relative priority assigned to each decision
package increment contained in the budget request.

B. Decision package. A brief justification document that includes
the information necessary to make judgments on program or activity
levels and resource requirements. A series of decision packages
(decision package set) is prepared for each decision unit.
Together with the narrative Decision Unit Overview, these packages
represent the total budget request for that unit.

The assistance strategy includes as one element, among others, a program
to help the country prOVide by BY+2 basic health services to at least 50
percent of the poor people in at least 10 states in which poor people
constitute 80 percent or more of the population. Resource needs for BY are
estimated at $20 million and six work years to permit complete achievement
of the stated objective by BY+2.

The mission determines that if resources for BY fall below $10 million
and two work years, the basic health services objectives would not be met
because either the quality of technical advice on health services or the
extent of coverage by country institutions would fall so far short of
expected results that the program strategy would be undermined.

Therefore, the minimum level for the program must contain $10 million
and two work years for basic health services or it would not be feasible
to continue working on health activities to attain the objectives as stated.

Within a given program strategy, managers should make trade-offs among
objectives to be met with limited resources to arrive at an overall minimum
level.



AID HA~I)800K2t .App, 38
TRANS. MEMO NO.

2:19
EFFECTIVE DATE

March·28, 1978
ZERO BASE BUDGETING

E. Mark. The level allocated to a Decision Unit representing a share
of a total budget issued by OMB for Development Assistance. Missions
are expected to treat the Mark as one of three mandatory levels to
be presented in Decision Packages. Marks for Security Supporting Assistance
will be issued by regional bureaus as appropriate.

F. Current level. The level proposed for CY in the latest Congressional
Presentation. For the Agency as a whle the current level implies
continuation without increases in resources over CY. For AID/Washington
offices the Current Level should be addressed in lieu of a mark.

G. Proposed level. The total of the BY proposed program.

H. Expansion level. Optional alternative levels between the Minimum
and Mark or between the Mark and Proposed Level. An indication
of the desirability of Expansion levels would be a large difference
in total program between, say, the Mark and the Proposed.

III. Application

Each Decision Unit provides the following materials in the annual
budget submission: a Decision Unit Overview, a Decision Package representing
each level of resources addressed in the submission and a Ranking of proposed
activities contained in the level. These elements together are referred to
as the Decision Package Set.

A. Dee-ision Unit Overview. The Overview provides information necessary
to evaluate the Decision Packages without repeating the information
in each package. In itself it should not exceed four pages, but
may be supplemented by a more detailed discussion in an attached
strategy narrative. The Overview) prepared in narrative form,
should s~rize the following in the context of the decision
unit's assistance strategy:

1. Long-range goal. The Overview identifies the long-range goal
of the Decision Unit based on the current assistance strategy
that determines the major objectives of the Decision Unit.
If both Development Assistance (DA) and Security Supporting
Assistance (SSA) are to be proposed, the long-range goal will
cover both.



a. The general ability and commitment of the host country(s)
to support AID programs and projects.

c. The impact of variouS program levels on the need for
Operating ,Expenses-funded personnel to directly support
those levels.

.::..,
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b. The influence of factors described in (a) on the types of
projects proposed in terms of the need for Operating
Expenses-funded personnel.

5. Commentar on Personnel and 0 eratin Ex enses. This attachment
to the OVerview sets forth issues and or options that have been
raised and decisions made in developing the relationship
between program levels and the required workforce and operating
expenses. The commentary should provide a rationale for the
final choices described in quantitative data for personnel
requirements and operating expenses. Possible issues of
concern include the following:

4. Accomplishments. The section describes the progress of the
Deeision Unit to date toward meeting the major objectives
using both quantitative and qualitative indicators of results.

3. Alternatives. The section describes the feasible alternative
ways to accomplish the major objectives and identifies the
alternative representing the method proposed for the budget
year. briefly explaining how the approach selected contributes
to satisfying the major objectives and giving the rationale
for not pursuing other alternatives.

2. Major objectives. The section. describes the major objectives
of the Decision Unit in terms of needs these objectives are
intended to meet. Major objectiv•• normally are of a continuing
nature or take relatively long periods to accomplish and are
end purpose oriented. They form the basis for first determining
and subsequently evaluating the accomplishments of programs or
activities; they should be explicit statements of intended
results of output clearly related to the basic need for which
the program or organization exists. The objectives of DA and
SSA should be separately identified as appropriate.

Decision Unit managers should make complete and forthright justifications
for personnel requirements in the expectation that AID/Washington will use
those justifications to advise OMB and the President on total Agency needs.

PAGE NQ. EFFeCTIve DATe
38-4 March 28. 1978
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B. Decision Packag~s. Decision Package. ,erve as a primary tool
for budgetary review, analysis, and decision making. Each
Decision Package reflects an incremental level of funding
so that the cumulative amount of all packages represents the
total proposed budget request of the Decision Unit. Information
given in each decision package is complete for the amount of
resources (funding and personnel) represented by the package •
.Each Decision Unit submits a series of Decision Packages in the
format of Exhibit 3-5. Separate series should be presented for
DA and SSAprogr8lllS. The Decision Packa,,~, which need not exceed
two pages, contains the following:

1. Activity Description. A description of the program or
activity that will be provided with the resources specified
in the package.

2. Resource Requirements.

a. A summary by account of the program funding and personnel
required for PY, for the package itself, and for the
cumulative total for the BY. Funding requirements for
PL 480 and Housing Guaranty are included as non-add items;
personnel requirements are additive.

b. The total obligations projected for each of five years:
BY, BY+I, BY+2, BY+3, and BY+4 assuming that no more
than the cumulative level represented by the package is
available in the BY.

3. Short-term Objectives. A statement of short-term obj ectives
that will be accomplished and the benefits that will result
from addition of the increment to reach the cumulative funding
shown in the package, specifying the expected results to the
maximum extent possible in objectively verifiable, quantitative
measures.

4. Impact on Major Objectives. A description of the impact on
major objectives of both the increment and the cumulative
funding shown in the package, with discussion and evaluation
of significant accamplishmentsplanned in the framework of
the Decision Unit's long-range goal or everall program
strategy.

5. Other Information. Include other information that can be
used in evaluating the resource request contained in the
decision package. For example:



Complete Table V as follows:
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- Factors potentially impeding proposed increases in
personnel levels.

1. Rank. Enter the number for each ranked activity in sequence.
beginning with 1.

- The impact of lower personnel levels on program effective
ness or feasibility.

- For any package below the Current level an explanation
of what now is beinf accomplished that could not
continue to be accomp ished at the lower level.

2. Decision Packages/Program Activity/Support Item. List in descending
order of priority all the ongoing and new activities comprising the
budget year program. including ongoing activities that will not have
new obligations but will have unexpended obligations. Include
PL 480 Title I and II activities and Housing Investment Guaranties
in the ranking as determined by their importance to Decision Unit
objectives, with funding levels shown as items in parenthesis
(non-add) but personnel needs as additive items. Identify each
dollar-funded activity by number and title follow by (1) or (G)
for loan or grant and (0) or (N) for ongoing or new and (OPG) for
grants to PVOs.

- The consequences of not approving the package (for the
Minimum level package, this would set forth in effect
an all or nothing, i.e., zero alternative for the
Decision Unit).

- Alternative means of achieving a similar impact on
accomplishment of objectives. e..g., different mixes
among U.S. direct-hire, foreign national direct-hire,
and contract personnel or different mixes of program
content.

Activities and decision packages are ranked in order of priority for
funding on Table V (See Exhibit 3-6). Two separate rankings should be
prepared if both DA and SSA are proposed. In ranking packages, the Minimum
level for the Decision Unit is always ranked higher than any increment for
the same unit, since it represents the level below which the program can
no longer be conducted effectively. Activities within each package are
also ranked in priority order and the direct-hire personnel requirements for
each activity are identified. Thus, in a single list on Table V the priority
for funding of all activities comprising the budget request is set forth
with associated activity-related personnel needs.

IV. Ranking of Activities and Decision Packages
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3. Appropriation Account. Enter the alphabetic characters for
the code of the appropriation related to each activity.
Leave blank for PL 480 and Housing Guaranties. Attachment Ito App. 3A4
provides a list of current appropriations and codes.

4. Personnel Intensity. Enter code designating direct-hire
personnel intensity from Table IVB for the activity:
"H" for high, "M" for medium, and "L" for low.

5. Resource Requirements.

a. Personnel. Enter Operating Expenses-funded personnel
in workyears from Table IVB for the related. decision
package increment for the activity.

b. Program Funding. Enter the estimated BY U.S. Dollar Cost
from Table IVB for the related decision package increment
for the activity.

6. Summary Data. At each decision package level, Minimum, hark,
Proposed, and any Expansion level, indicate the cumulative total
resource requirements and the requirements for each set of
activities grouped by personnel intensity (See Exhibit 3-6).
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TABLE V _ PROPOSED PROGRAM RANKING
DECISION UNIT NAME OF DECISION PACKAGE SET

123 Country
DECISION PACKAGES/PROGRAM ACTIVITV/SUPPORT ITEM RESOURCE REQUIREMENTS

RANK WO~~~:;~~~F~~XMX) "ROGRc\~cl)UNDING

AI"

:r.f~,f EXPEN•••· PROGRAM
ftNCREMEN' IcUMULATIVIl:.

DESCRIPTION ACCT ACCOUNTSITV MissION TDV

DECISION PACKAGE - MINIMUM

1 0123 Proj ect A (GO) FN H .5 4.0 -
2 0456 Project B (LO) FN M .2 5.0 -
3 0222 Project C (GO) HE H .8 3.5 500 500

4 0321 Project D (GO) EH H .5 4.0 1,500 2,000

5 PL 480 Title II M 1.0 - (5,000) 2.000

Summary by Personnel Intensity: Medium (2 projects) (1.2) (5.0) (5,000)
High (3 " ) (1.8) (11.5) (2,000)

Total (3.0) - (16.5) (7,000)

DECISION PACKAGE - MARK

6 0444 Project E (GO) PN M 1.5 2.0 1,000 3,000

7 0521 Project F (GN) HE H .2 .1 - 1,500 4,500

8 0612 Project G (LN) FN M .5 .1 - 3.000 7 500
t<:l

Summary by Personnel Intensity: Medium (2 projects) (2.0) ( .1) (2.0) (4,000) ~
High (1 project) ( .2) ( .1) - (1.500) ....
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BUREAU CODE:TRANSACTION CODE~

TABLE V - PROPOSED PROGRAM RANKING
DECISION UNIT NAME OF DECISION PACKAGE SET

123 Country
DECISION PACKAGI:S/PROGRAM ACTIVITY/SUPPORT ITEM RESOURCE REQUIREMENTS

RANK WO:~~:;~~~F~MXl PROGlttA~UNOING

.APP Im!rJ= £>o!"EN'II'."~ PROGRAM
INCREMEN' PUMUI.ATIW

DESCRIPTION ACCT ACCOUNT
lTV MIS1510N TOY

DECISION PACKAGE - EXPANSION

9 0633 Project H - OPG (GN) FN H .2 500 8,000

10 PL 480 Ti tle I - L .2 .1 (3,000) 8,000

11 0634 Project I (GN) SD H .1 1.000 9.000

Summary by Personnel Intensity: Low (1 project) ( .2) ( .1) - (3,000)
High (2 projects) ( .3) ( - ) - (l 500)

Cumulative Total (5.7) ( .3) (18.5) 17 000)

DECISION PACKAGE - PROPOSED

12 0632 Project G (LN) FN M - - - 2,000 . 11,000

13 0635 Project L (LN) HE M .1 .3 .. - 3,000 14.000

14 0636 Project M - OPG (GN) SD L .1 - - 1.000 15.000

Summary by Personnel Intensity: Low (1 project) ( .1) - - (1,000)
Medium (2 projects ( .2) ( .3) - (5.000)

Cumulative Total (5.9) ( .6)' (18.5) 23,000)
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APPENDIX 3C

EFFECTIVE DATE
March 28 .1978

A. Forward Funding

PROGRAM FUNDING GUIDELINES

1. Missions and AID/W offices should consider with care the period for
which funding of each input component of a project is proposed, recording
the funding period iti ,the appropriate columns of Table IV, according to
the following guidelines:

a. Any project can be funded for the life of the project with initial
funding.

b. Subject to the rimitation below (parag. 2c) it is appropriate fo
fund an incrementally funded project through a defined implementation
period (e.g., through the pilot period, through the time of a major
evaluation,to the time when interim objectives are expected to be
met) or to fund it through to completion.

c. To the extent that the funding anniversary dates of incrementally
funded projects can be moved to the early part of the fiscal year,
that should be done.

d. Participant training should be funded for the full period of
trainfng.

2. Restrictions affecting forward funding are as follows:

a. Development Assistance Grant funds and Security Supporting Assistance
funds may not be committed or expended over a period exceeding five
years at anyone time (refer to AIDTO Circular A-24, parag. D dated
January 26, 1978).

b. Section 110(b) of the Foreign Assistance Act of 1961, as amended.
restricts disbursement of capital grants to a period of 36 months
without justification satisfactory to the Congress (Relatively
Least Developed Countries are excluded from this restriction).

c. Incremental funding 'for ongoing projects should be budgeted taking
into consideration the fact that actual obligations can not be made
beyond the third fiscal year of implementation unless prior to that
action an in-depth evaluation of the project has been made and the
evaluation results have been considered (refer to Handbook 3,
Chapter 8C2(b».

B. Placement of Development Assistance Activities by Appropriation Account

Most projects can be placed in the proper functional assistance appro
priation account by reference to the following sections of the Foreign
Assistance Act of 1961, as amended:

1. Section 103, Food and Nutrition, funds activities to alleviate
starvation, hunger and malnutrition and to provide basic services
to poor people in agriculture, rural development and nutrition.
Assistance under this Section is to be used primarily for



3. Section 105, Education and Human Resources Development funds activities
to reduce illiteracy, extend basic education and increase manpower train
ing in skills related to development through expanded education, improved
public administration, and other human resources development. Assistance
under this Section is to be used primari;Ly to expand and strengthen
non-formal education methods. especially those designed to improve
productive skills of rural families and the urban poor and to provide
them with useful information; to increase the r~levance of formal edu
cation systems to the needs of the poor, especially at the primary
level,: through reform of curricula, and to strengthen the management
capabilities of institutions which enable the poor to participate in
development.

2. Sections 104(a) and (b), Population Planning and Health funds are each
to be used primarily for integrated delivery systems to provide health
and family planning services, especially to rural areas and to the
poorest economic sectors using paramedical and auxiliary medical personnel,
clinics, and health posts, commercial distribution systems, and other
modes of community outreach. Section 104(a) funds activities to in
crease the opportunities and motivation for family planning and to
reduce the rate of~pulation growth; provide education in responsible
parenthood; and deliver family planning services which are coordinated
with programs aimed at reducing the infant mortality rate, providing
better nutrition to pregnant women and infants, and raising the standard
of living of the poor. Section 104(b) funds activities to assist
governments in formulating and implementing programs to provide
low-cost preventive and basic curative health services; prevent and
combat disease; establish environmental sanitation; and provide health
education.
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activities for the establishment of more equitable and more secure
land tenure arrangements; for activities specifically designed to
increase the productivity and income of the rural poor through
such ~eans as creation and strngthening of local institutions linked
to the regional and national levels: expansion of local or small-scale
rural infrastructure and utilities such as farm-to-market roads,
land improvement, energy, and storage facilities; improvement of
marketing facilities and systems; stimulation of small, labor 
intensive enterprises in rural towns; organization of a system of
financial institutions which provide both savings and credit services to
the poor; and creation and strengthening of systems to provide other
services and supplies needed by farmers. Assistance for physical
infrastructure under this Section is appropriate if used primarily for
facilities and institutions required to bring the benefits of those
facilities within the reach of the poor. Assistance for major infra
structure projects should be considered only when sufficient financing
is not available from other sources.



AID HANDBOOK 2,App 3C TRANS. MEMO NO,

2:19
EFFECTIVE DATE

March 28,

4. Section 106, Technical Assistance~ Energy, Research,
Reconstruction, and Selected Deve!opment Problems
(referred to as Selected Development Activities), is
qsed to fund the following activities, to the extent
that such activities are not authorized under the
functional categories above:

(a) the development efforts of United States private
and voluntary agencies and regional and international
development organizations;

(b) programs to help developing countries alleviate their
energy problems by increasing their production and
conservation of energy, through such means as research
and development of suitable energy sources and conserva
tion methods, collection and analysis of information
concerning countries' potential supplies and needs for
energy, and pilot projects to test new methods of
production or conservation of energy;

(c) programs of research into the evaluation of, the process
of economic development in less developed countries and
areas, into the factors affecting the relative success
and costs of development activities, and into the means,
techniques, and such other aspects of development assist
ance as the President may determine in order to render
such assistance of in~reasing value and benefit;

(d) programs of reconstruction following natural or man-made
disasters;

(e) programs designed to help solve special development
problems in the poorest countries and to make possible
proper utilization of infrastructure and related projects
funded with earlier U.S. assistance; and

(f) programs of urban development, with particular emphasis
on small, labor intensive enterprises, market systems for
sn~ll producers, and financial and other institutions
which enable the urban poor to participate in the
economic and social development of their country.

C. Activities Falling Into More Than One Category

In most instances, the statute provides sufficient guid3nce to
permit proper placement of activities in funding categories. For
those instances where there is some question, the following ground
rules should be used:



4. For Program Development and Support/and PVO activities that will
be developed some time after the budget submission. an estimate
of needs in each funding category should be made. These activities
should not be arbitrarily lumped under Selected Development
Activities. .
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2. Many projects will have important secondary benefits and AID/W
will often wish to collect information on the~e for reports to
senior management and the Congress. However, projects should be
funded according to the primary purpose of theoproject to keep
budgeting and accounting problems manageable. For example,
a forestry production project with important environmental bene
fits might be funded under Selected Development Activities. but if
the primary purpose is reclamation of land for production purposes
it should be funded under Food and Nutrition. However. a project
that is primarily directed to conservation of recreational land ~r

wildlife or prevention of destruction of settlements should be
funded under Selected Development Activities.

3. On occasion, particularly in PVO activities, a project may cover
many smaller fctivities with diverse purposes. In such instances.
it makes sense to fund the total activity-under one funding cate
gory. That category will be Food and Nutrition if the purpose of
the project is primarily rural development, Health if it is com
munity water supply, or Selected Development Activities if the
purpose is support of the PVOs themselves.

L Projects should be placed in funding categories according
to their primary purpose or purposes. The primary purpose
of some proJects clearly falls under the purposes of more
than one funding category. This is particularly true of
integrated health and family planning projects. In instances
of such integrated projects, the combination of purposes should
be clear fro~ the project design. To the extent that each
separate purpose is significant to the 'overall project purpose,
the appropriate funding category should be charged proportionately.
Thus, establishment of rural health clinics that will provide
family planning services might appropriately be funded 80 percent
under Health and 20 percent under Population Planning.
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PROGRAM FUNDING GUIDELINES

Attachment 1

Pa~ticipant Funding Standard Costs

1. In estimating training programs, the following figures
are to be used per participant-month.

/r, Year Academic Non-Academic

\.f 1979 $ 1,100 $2,100

1980 1.285 2,350

1981 1,375 2,515

1982 1,470 2,640
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CHECKLIST OF BUDGET GUIDANCE APPENDICES. EXHIBITS AND ATTACHMENTS

APPENDIX TITLE

3Al Long Range Plan
Exhibit 3-1 Table I Long Range Plan

3A2 (Reserved for Table II and Instructions to AID/W Bureaus)

3A3 Summary of Resources
Exhibit 3-3 Table III Summary of Resources

PAGE

3A4 Activity Data
Attachment 1 Appropriations and Codes
Exhibit 3-4 Table IVB Activity Budget Data

3B Zero Base Budgeting
Exhibit 3-5 Decision Package
Exhibit 3-6 Table V Proposed Program Ranking

3C

3D

3E

Program Funding Guidelines
Attachment 1 Participant Training Standard Costs

Workforce and Operating Expenses

Special Concerns
Exhibit 3-7 Table VI Funding for Special Concerns

3F Research and Development

3G Mission Evaluation Activities
Exhibit 3-8 Mission Evaluation Plan

3Hl PL 480 Title I
Exhibit 3-9 PL 480 Title I Agreements and Shipments

3H2 PL 480 Title II
Exhibit 3-10 PL 480 Title II

3H3

31

PL 480 Title III

Population Planning - Commodities
Exhibit 3-11A Program Analysis for the Oral and Condom
Supplies Needed to Achieve Full Availability
Exhibit 3-llB AID Bilateral Logistic and Financial Analysis
of Orals
Exhibit 3-llC AID Bilateral Logistic and F~nancial Analysis
of Condoms

NOTE: Py· Past Year, CY - Current Year, BY • Budget Year
Example: Budget submitted in May 1978 includes data for
PY (FY 1978), CY (FY 1979), and BY (FY 1980). Long range
plan includes BY+l (1981), BY+2 (1982), BY+3 (1983), and
BY+4 (1984).
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APPENDIX 3D

WORKFORCE AND OPERATING EXPENSES

INTRODUCTIQN

FY 80--
OPERATING EXPENSE BUDGET AND WORKFORCE PLAN

This year's operating expense budget is quite different from last year's. A
continuing high level of interest by AID/Washington, the President. as well as
the Congress to understand the relationships between Program level and workforce
has prompted a change in approach. Mission Directors are urged to take some time
to examine the organization of the request. clarify points of confusion. and
make sure that everyone associated with developing the information understands
the overa11 sequence of events.

The "overall sequence of events II is the fi rst • most important concept to
understand before attempting to "fill out" the forms. There are five steps
required to complete the FY 80 Operating Expense Budget and workforce plan.
Each of these steps must be. taken in sequence. since portions of the information
pass from one step to the next.

Following is a brief description of the steps and the" purpose of each:

STEP

1

2

3

4

Description

The requirements for Step 1 will have been met by completing
the Activity Budget Data (Table IVB) and Proposed Program
Ranking {Table V) forms asked for earlier in this budget
guidance. On these forms. you have indicated the number
of 0eerating Ex~ense funded work years required to directly
manage each act vity and identified the program resources
and work years required at three or more "Zero Base" levels
of activity (Mark. Minimum. and Proposed).

Beginning with Operating Expense Funded work years required
to directly support the project load. total mission staff
ing 1s developed for each "Zero Base" level of activity.
The total work years 'are divided into three categories
indicating the source of the personnel as: U.S. direct
hire. foreign national direct hire. or contract personnel.
This information is recorded on a form called Mission
Operating Expense Funded Personnel requirements.

The Operating Expense Budget is deve10~ed. Expenses are
broken down into three major categories: (1) Personnel
(which should tie to the Mission's staffing - Step 2).
(2) Housing and (3) Office Operations. Object Code detail
is required in this step only for the Mark "Zero Base" level.

An Operating Expense Commentary is written to provide a per
spective on the major decision/issue relative to work force
and expenses.
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This step is directed at a position analysis for FY 1979.
The purpose is to detail the immediate staffing decisions
facing the Office of Personnel and Training concerning
U.S. direct hires.

CABLE:

Telephone No:

EFFECTIVE DATE

. March 28, 1978

Mailing Address: Agency for International Development
FM/SPD - Rm. 518, SA-12
Washington, D. C. 20523

With your support. this new presentation of informati,on will assist all of us in
AID to manage better and explain what is required to successfully and efficiently carry
out our programs. To accomplish this goal you must ~lp! AID/Washington has tried
to better relate activities and expenses, in this budget guidance. However. the key
is the thought you provide to the process. Let's make it work.

Each step .is separately identified~nd documented .in. this FY80Guida,nce. AlthoUgh
the documentation by step is complete within itself, it is important to remember that ""'.....••..
infonnationmust flow from one step to the next. The fonns cannot be completed
independently.

If you have questions or problems concerning any of the workforce or operating
expense budgeting forms or instructions, contact your AID/W Bureau's Development
Planning Office or the Office of Financial Management, Support Planning Division in
AIDIW at:

STEP

5
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STEP 1

PROGRAM/PROJECT BUDGETING

Step 1 documentation must be completed in the program budgeting stage before
proceeding to Step 2. In particular, Table IV B (Activity Budget Data) and
Table V (Proposj!d Program Ranking) .must be completed. The key information deve
loped in the above Tables, that carries forward to Step 2, is the QPerattnTExpense Funded Workyearsdirectly related to Activities, as summarized on able V
at three or more "zero Base" levels of activity~

When this information is available, procede to Step 2.
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INTRODUCTION

MISSION OPERATING EXPENSE FUNDED
PERSONNEL REOOIRERENTS

EFFECTIVE DATE

March 28, 1978

*You may want to complete Step 5, which asks for a detailed staffing pattern
for FY 79 before providing this information.

The data submitted is workyears of effort, not a count of the various posi
tions in different sections of the Mission. The only exception to this is where the
end of year ceiling is requested. "rhis ceiling reflects the number of full-time
employees actually needed by the Mission. The ceilings recorded for FY 78 and FY 79
are those already established.

B. Column Definitions

Three different breakdowns of workyear data are requested: (1) U.S. direct
hire; (2) Foreign National direct-hire; and (3) contracted workyears. This information
is requested for the FY 78 estimated actual; FY 79 estimated,* and the three zero base
levels (Mark, Minimum, and Proposed) for FY 80. If the Mission wishes to submit
additional optional levels for FY 80,please do so by changing the column heads on
another Step 2 sheet.

C. Line Definitions

1. Directly Related to Activities (from Table V)

The wor~ears dieectly related to program activities measures the time
and effort required to design, document, monitor and evaluate these activities. Also,
the wor~ear measures include the efforts by technical personnel as they might relate

Starting with the workyears directly related to projects as identifi.ed in Table V,
Step 2 builds the full Mission staffing to su-port all Mission activities. These
Mission workyears are divided into two groups: (1) Mission Specific Personnel, which
includes all personnel needed at the Mission to carry out the Mission's program; and
(2) non-Mission Specific Personnel which includes personnel located at the MiSsion
and charged to the Mission budget. but whose responsibilities and activities are
extended to other missions.
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to any of the functions mentioned above. Program activities are to include partici
pant training. food and nutrition. rural/urban development. population. health.
education and all other special activities. Workyear efforts in support of program
activity by legal staffs. contract officers as well as the accounting functions
performed by the Controller's staff are not included in this category. .
(NOTE: Only Operating Expense FundeD----'-

2. Policy. Direction and Management

This category includes workyears involved in the top policy formulation
and direction of the Agency. and personnel involved in overall program planning and
allocation of Agency resources. Examples of those whose workload would fall primarily
in this category would be: Mission Directors {or A.I.D. Representatives. A.I.D.
Affairs Officers. Regional Development Officers}, their Deputies and ilTll1ediate staff.
Program Officers and Capital Development Officers (except for their time associated
directly with the activities). This category includes personnel involved in identi
fying country and regional development needs. determining the extent to which these
needs are met by the countries themselves or by other assistance donors. and setting
priorities for the use of available A.I.D. resources.

3. Financial Management

This category includes workyears ~nvolved in controller support and
..., the personnel components in the Mission Controller staff.

4. Mission Support

This includes workyears involved in the full range of administrative
management services including administrative planning. personnel management. data
management. cOlTll1unications, and publications. vehicle operations and maintenance.
procurement and supply. security. travel and shipping. and leasing and real property
maintenance.

5. lOI's

The International Development Interns assigned to special temporary
training positions.

6. Other (specify)

Personnel that do not fall in any of the above categories.

7. Non-Mission Specific Personnel

Workyears of effort of personnel that happen to be located at Mission but
not solely responsible for Mission's work. This includes workyears of effort devoted
to regional support (such as regional legal advisors or regional contract officers)
and also includes workyears of effort that are not associated with anyone mission
such as the Auditor General staff.
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STEP 3

OPERATING EXPENSE BUDGET

INTRODUCTION

The Operating Expense Budget organizes expense categories in a structure
meaningful for AID!W management and accommodates the options of the Zero Base
Budgeting System. It is, therefore, imperative that program funding levels
and staffing requirements are determined before the Operating Expense Budget
is prepared. The Operating Expense Budget will cost all Operating Expense
funded personnel (including Non-Mission Specific). Supplementary Budget
forms may be submitted on Non-Mission Specific Costs at your discretion. The
basic features of the budget are discussed below:

Expense Categories

The budget organizes expenses into three major categories:
(a) Personnel; (b) Housing; and (c) Office Operations. This new organization
allows expenses to be analyzed in terms of staffing requirements from Step 2,
which in turn allows operating expenses to be related to program funds. While
the main purpose of the Operating Expense Budget is to satisfy management needs
internal to AID, ~he budaet will also provide for the external requirements of
reporting to OMB and Congress by object class. The budget is, therefore, no
longer arranged in object class sequence and in some cases, one object class
may be spread over more than one line. Missions are alerted to this feature
for object classes 119, 129, 210, 212, 215, 22, 234, 235, 259, 26, 310, 311,
312, and 320. Instructions contained in the section on Preparation, below,
define which expenses are to be included in each specific budget line.

Quantitative Relationships

The budget format provides a "units" column for each expense category.
Missions are only required to make ent~ies for those lines where a unit of
measurement is preprinted. The purpose of these measures are (1) for the
"Personnel" category, to allow the expenses to be directly related to the
staffi~ requirements of Step 2 and (2) for all other cases, to give more
significance to the dollar amounts.

Amount Column Categories

The.budget format provides for five amount columns, of which the last three
are related to the Zero-Base Budgeting options of Step' 2•. Missions are required
to make entries of all applicable expense categories for the actual and opera
tional years, and for the ''Mark'' column of the budget year. For the "Minimum"
and "Proposed" columns of the 'budget year, only sUllBDary totals are required.
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Estimated Actual amounts for FY 78.

Units of Activity for FY 79. - Entries are required only for those
lines where a preprinted unit of measurement appears in column 4.

Units of Activity for FY 78. - Entries are required only for those
lines where a preprinted unit of measurement appears in Column 4.

Preprinted Expense Category

Preprinted line No. used for reference in instructions fOr
individual lines.

Preprinted unit of measurement.

EFFECTIVE DATE

March 28, 1978

Column 6

Column 7

Column 4

Column 2

Column 5

Column 1

d. Amounts are to be reported in hundreds utilizing a decimal after the
thousands units. All numbers must contain a decimal even in instances where
the decimal is followed by a zero. For example $14,580 a 14.6; 16,000 • 16.0;
etc.

Column 3 -- Preprinted Object Class - this column will be used by AID/W for
analyses by object class.

PREPARATION

Budget Column Definitions

b. FAASamounts for use in preparing the MOB will be provided by separate
message.

Column 8 -- Estimated Amounts for FY 79.

c. Budget amounts for U.S. direct-hire salaries are to be based on pay
rates effective October 9, 1977. Do not make any adjustment for further general
salary increases. The annual general salary increases are budgeted separately
by AID/W for the entire Agency.

a. The mission operating expense budgets are to be completed for FY1978
utilizing the missions' accounting records where possible to support the actual
obligations incurred~ It 1s recognized in the cases where missions do not
maintain the obligation records that best estimates will have to be used, e.g.,
for AID/W funded salaries and benefits.

In those cases where Missions have prepared program budget levels for
optional alternative levels in addition to the "mandatory levels", then the
operating expense requirements for these additional levels should be submitted
on additional sheets. Again, only summary totals are required.
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Column 9 -- Units of Activity of "Mark".level of FY 80. - Entries are required
only for those lines where a preprinted unit of measurement appears
in Column 4.

Column 10

Column 11

Dollar amounts for "Mark" level of FY 80.

Units of Activity of "Minimum" level of FY 80. - An entry is required
only on line 02 CU.S. Direct Hire Workyears)

Column 12 -- Dollar amounts for "Minimum" level of FY 80. - Entries are only
required for summary lines 1, 2, 19,25, 30, and 54.·

Column 13 -- Units of Activity of "Proposed" level of FY 80. - An entry is
required only on line 02 (U.S. Direct Hire Workyears)

Column 14 -- Dollar amounts for "Proposed" level of FY 80. - Entries are only
required for summary lines 1, 2, 19, 25, 30 and 54.
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BUDGET LINE DEFINITIONS

212 Post Assignment Travel - Travel of employees and dependents
resulting from assignment to another post or AID/W. Includes
travel resulting from transfers to other agencies, resignations.
retirement, or separation.

126 Educational AlLowance - Allowances granted to U.S. citizen
personnel to defray the expenses of educating dependent children,
based on Standardized Allowance Regulations (excludes such payments
to contract personnel which are included in Line 29).

Total of Lines 11 through 17.

116 Differential Pay. U.S. Citizens - Additional salary payments to
U.s. citizen personnel at certain selected posts to compensate for
sacrifices of normal comfort or safety incident to their assignment
to the post, based on Standardized Allowance Regulations.

Enter Sum of Lines 2, 19. and 25.

Enter Sum of Lines 3 through 18.

110 Regular U.S. Citizens Basic Pay - Base salaries for employees
occupy1ng regular full-time poutions at rates of compensation
established for regular U.S. citizen personnel.

120 Contribution to Retirement Fund - Payments into the Foreign
Service Retirement Fund by agencies of the Government to matc~

amounts of retirement deductions from employee's earnings.

128 Living Allowance, U.S. Citizens - Cost of living allowances
granted to U.S. citizen personnel at a foreign post paid by the
Mission to employees of the U.S. Government, based on Standardized
Allowance Regulations (excludes such payments to contract personnel
which are included in Line 29).

119 Other Pay - Other pay for personal services not otherwise
classified such as night differential pay, overtime and holiday
pay.

112 Part-Time and Temporary U.S. Citizens Basic Pay - Basic pay
of personnel employed on a part-time, ~emporary WAE (when actually
employed). or consultant basis at rates of compensation established
for U.s. citizen part-time and temporary personnel.

Line 11

Line 01

Line 02

Line 03

Line 04

Line 10

Line 07

Line 05

Line 09

Line 08

Line 06

LINE NUMBER

PERSONNEL:
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EFFECTIve DATE
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WORKFORCE AND OPERATING EXPENSES

LINE NUMBER

HOUSING:

Line 30

Line 31

Line 32

Line 33

Line 34

Line 35

-.,
Line 36

Line 37

Line 38

Line 39

Line 40

~

DIRECTIONS

Sum of Lines 31 through 52.

320 Lands and Structures - Includes the construction or purchase out
side the United States of essential living quarters, schools
(including dormitories and boarding facilities) and hospitals; and
equipment for such schools and hospitals.

235 Rents - Residential - The rental of residential space paid
directly from A.I.D. funds in lieu of payment of quarters allowances
for such space.

235 Utilities - Residential - Utilities paid directly from A.I.D.
funds in lieu of payment of quarters allowances.

Renovation - Alterations and renovations to residential facilities,
except for Mission Director's residence.

Maintenance - Routine maintenance and repairs to residential
facilities, when done under contract. Includes maintenance to project
funded residences, when such maintenance is properly charged to
operations expense funds. Enter in the units columns the total number
of residences maintained with operating expense funds.

Sum of Lines 37 through 39.

311 Residential Furnishings - Furniture and fixtures for the furnishin!
of residential quarters, added to Mission inventory.

311 Residential Furnishings - Furniture and fixtures for the furnishin!
of residential quarters, replacing existing items.

Transportation - Transportation and related charges for residential
furnishings.

127 Quarters Allowances, U.S. Citizens - Temporary lodging and
permanent quarters allowances for U.s. citizen personnel at a foreign
post paid by the Mission to employees of the U.S. Government based
on Standardized Allowance Regulation6 (excludes such payments to
contract personnel which are included in line 29).

Line 41 Sum 0 f Lines 42 through 52.

Line 42 to 52 Include all expenses directly associated with the Mission Di.rector's
residence, under the categories shown.

In line 48 (Representation Allowance) include entertainment and
similar items of expense having as their underlying purpose the
attainment of A.I.D. program objectives which are incurred at overseas



posts by or for the head of the A.I.D. mission.
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In the amount columns, show·the portion of Lines 31-52 that represent
the housing expenses included in. the Operating Expense Budget for
the support of program funded personnel. This is a non-add amount.

i:FFEc'ffvebA'tE '
March 28, 1978

HOUSING:

Line 53

LINE NUMBER
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LI~E NUMRER

PERSONNEL:

Line 12

Line 13

Line 14

Line 15

Line 16

Line 17

Line 18

Line 19

Line 20

Lin.e 21

Line 22

Line 23

WORKFORCE AND OPERATING EXPENSES

DIRECTIONS

212 Home Leave Travel - Travel of employees and their depenGents en
authorized statutory home leavt! tc the U. S. and return travel tc t::e
same post of duty (including consultation period while on home leave).

220 Transportation of Things - Charges for transportation of things
which are paid directly by the Government, or by reimbursing an
employee for the authorized movement of his household effects,
automobiles, unaccompanied baggage, etc. It includes charges for the
storage of household effects of Foreign Service personnel.

Rest and Recuperation Travel.

Education Travel.

Medical Travel - Authorizes travel costs of patient's travel to
another location for medical treatment and any cuthorized travel costs
of medical attendant.

215 All Other Travel - Includes·all travel not otherwise classified,
such as visitation, emergency visitation, and emergency evacuation
travel of eligible employees and their dependents when approved by
proper authority.

129 Other - Other cash emoluments incident to personal benefits
including separation or transfer allowances. Separate Maintenance
Allowance.

Sum of Lines 20 through 24.

114 Local Employees Basic Pay - All pay for personal services of
local ~ployees on a per annum, part-time, temporary, or WAE basis
occupying positions at rates of compensation established in
accordance with local wage and salary scales, except overtime.

115 Overtime and Holtday Pay - Local employees -- Additional compensa
tion to local employees for overtime and holiday work.

119 Other PaY - Other pay for personal services not otherwise
classified such as night, differential pay.

129 Personal Benefits - Other cash emoluments incident to personal
benefits (including separation) for local employees.
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Sum of Lines 26 through 29.

13 Benefits for Former Personnel - Comprises benefits due former
employees or their survivors based (at least in part) on the length
of their services to the Government, other than benefits paid from
funds financed from employer and/or employees contributions and
premiums. Includes Federal payments to funds which provide benefits
to fonner employees and severance pay to foreign national employees,
pursuant to Handbook 31 ~ Foreign National Personnel.

258 Other u.S. Government Agency Reimbursements - Expenditures of
of U.S. Government (participating) agencies from their own funds
subject to reimbursement by A.I.D. on a billing basis.

113 Pay to Experts, Consultants, Technicians, Etc., under Personal
Contract ~ Salary for services of experts, consultants, technicians,
e~c., employed directly under personal service contracts. This
classification will not be used for salaries of technicians, etc.,
employed directly by another agency of the U.S. Government.

111 Reimbursable Details - Amounts paid or to be paid by A.I.D. to a
U.S. Government agency as a reimbursement for base salary paid by
that agency from its funds to personnel of the agency detailed to
A.I.D. pursuant to special letter authorizations or agreements and
working under the direct supervision of A.I.D. personnel. This
classification is to be used primarily, but not exclusively, for
Foreign Service officers of the Departement of State and U.S. Public
Health Service officers (not for personnel assigned to A.I.D. under
a Participating Agency Service Agreement which are reported on line
26) •

Line 28

Line 27

Line 25

Line 24

Line 26

LINE NUMBER

PERSONNEL:

Line 29 255 Technicians under Contract - Costs for servi~es of technicians
furnished under contract with institutions. This classification is
not used for technicians employed directly under personal service
contracts (include such, technicians 1n line 28).
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WORKFORCE AND OPERATING EXPENSES

LINE NUMBER

OFFICE:

Line 54

Line 55

Line 56

Line 57

Line 58

Line 59

Line 60

Line 61

Line 62

Line 63

Line 64

Line 65>·'

Line 66

DiRECTIONS

Sum of Lines 55 through 80.

320 Lands and Structures - Includes the construction or purchase
outside the United States of office space and supporting facilities.

234 Rents - Office - Rental of office, warehouse, and storage space;
and rental of equipment.

Utilities - Office - Utilities for office, warehouse and storage
space.

Renovations - Includes renovations and alterations to office and
warehouse space, when performed under contract.

Buildin~ Maintenance - Includes repairs to office and warehouse space
when performed under contract; janitorial and other building
maintenance contracts.

Sum of Lines 61 and 62.

310 Offi~eFurnishings and Equipment - Office furniture and fixtures
such as desks, tables, chairs,' etc., and office equipment, such as
typewriters, duplicating machines, calculators, etc., which are
adq1tion to inventory.

Office Furnishings and Equipment - Office furniture and fixtures such
as desks, tables, chairs, etc., and office equipment, such as type
writers, duplicating machines, calculators, etc., that replace
existing items.

319 Other - All e~uipment not covered by any other object of expense.

nTransportation of Things - Contractual charges for the transporta
tion of things and for the care of such things while in process of
being transported. It includes postage use inoparcel post, rental
of trucks and othertran'sportati.on equipment. Do l!Q! include items
included in Lines 12 and 39.

230COt1llllUriications - All cOt'llitunications chargU including local and
I(1)8,-distllnce tdephone calls; telegram, telegraph, teletype services;
installation of communications facilities; lease of intercotlJ1lunica
tions systems, tie-lines, teletype facilities, and postage-meter
machines; postage; etc•

. Security - Charges related to Guard Services.
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259 Miscellaneous Contractual Services - Contractual services not
covered by any other object class such as graphic arts when not a

258 Other U.S. Government Agency ReimbursementS-Expenditures of
U.S. Government (pa~ticiPating) agencies from thefr own funds subject
to reimbursement by A.I.D.on a billina basis other than personal
services which are included in line 28.

That portion of line 68 related to travel within the host country.

26 Supplie3 and Materials - Comprises all commodities (1) which are
ordinarily consumed or expended within 1 year after they are put into
use, or (2) which are used to form a minor part of ecuipment or
fixed property. (For purposes of these inst~ctionS, other property
of little monetary value which does not meet any of these criteria
may also be classified as "Supplies and Materials".

That portion of line 68 related to travel outside the host ~ountry.

Automotive Supplies and Materials - Automotive parts, supplies and
materials, including fuel.

Maintenance - Include all costs incidental to maintaining the motor
vehicle fleet, including parts and contract labor. Also includes IL ':'
maintenance for, p~oJect vehicles, when such maintenance is properly ...
chargeable to operating expense funds. Enter in ~be units columns
the total number of vehicles maintained with Operating Expense funds.

DIRECTIONS

312 Automobiles - Acquisition cost of automobiles, additions to
inventory.

Sum of lines 73 through 76.

Charter/Contract Transportation - Include any transportation done
under contract, such as aircraft, buses, boats, etc.

312 Automobiles - Ac~uisition cost of replacement automobiles.

210 Operation Travel Overseas - All travel that is required in
performance of Mission operations other than travel properly chargeable
to lines 11 to 17. Includes all TOY travel.

257 Foreign Affairs Administrative Support - Includes all charges for
Foreign Affairs Administrative Support.

24 Printing and Reproduction - Printing, reproduction and duplicating
obtained on a contractual or reimbursable basis.

EFFECTIVE DATE

March 28 t 1978

Line 78

Line 69

Line 70

Line 71

Line 72

Line 73

Line 74

Line 75

Line 76

Line 77

Line 79

Line 80

Line 68

OFFICE:

Line 67

LINE NUMBER
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// ;..

~-------""I.-_------------------------------

f,j
~---------r---------------------~-------------,



,.'

AIO.HANDBOOK 2, App 3D
EFFECTIVE DATE
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LINE NUMBER

OFFICE:

Line 81

WORKFORCE AND OPERATING EXPENSES

DIRECTIONS

part of printing and reproduction, etc. Also includes all costs
(except travel) of authorized medical services or care, including
immunizations and physical examinations only when obtained else
where than at Department of State facilities; hospitalization;
occasional services of physicians, anesthetists, nurses. Includes
any payments for such costs to military or other U.S. Government
hospitals but excludes any payments covered by PIOITs issued to
Participating Agencies. Personal service contracts are excluded
and are classified as 113. Effort should be made to charge costs
oth other object classes, as defined, before charging the cost to
this object class. Contingencies are specifically excluded. All
costed services included should be detailed as to the nature of
the expense to facilitate review and approval.

In the amount columns, show the portion of lines 55-80 that represenl.
the office expenses included in the Op~rating Expense Budget for
the support of program funded personnel. This is a non-add amount.
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WORKFORCE AND OPERATING EXPENSES

....

ADDITIONAL SCHEDULES AND ANALYSES

c. Missions with expenses projected on budget.line 80, detail the major
categories by purpose and amount in a separate schedule.

a. Missions who have the use of host country trust funds-

b. Missions who now have or plan to have ADP equipment and/or services_

e. If the Mission budgeted for any category that is also included in the
FAAS charge, these items are to be detailed in a separate schedule.

d. Missions that plan to acquire land or structures, i.e., made entries
on budget lines 31 or 55, detail the purpose and amount in a separate
schedule.

The Operating Expense Bud.et is to include expenses from all sources of
funds, i.e., Mission Allotments, AID/W allotments and Trust Funds. Trust Fund
items are to be deducted from the budget as part of line 87, and a separate
statement is to be attached that breaks out the trust fund items according to
the following 2-digit object class categories for FY 78, FY 79, and the "Mark"
level of rt 80:

Additional Schedules and Analyses will be required under the following
conditions I

GENERAL

PAG&NCl. Ef.FErCcThlVii. tlA, T~978
30-18. I'Ia ~ts I
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OBJECT CLASS

11

11

13

21

22

23

24

25

26

31

32

TRANS. MEM(1NO. EFFECTIVE DA'TE

2:19 MarchZ8, 1978

WORKFORCE AND OPERATING EXPENSES

DESCRIPTION

Personnel Compensation

Personnel Benefits

Benefits for Former Personnel

Travel, Transportation of Persons

Transportation of Things

Rent, C~nications, Utilities

Printing and Reproduction

Other Services (detail FAAS charges separately)

Supplies

Equipment

Lands and Structures

DATA ON ACQUISITION, OPERATION, AND USE OF AUTOMATIC DATA PROCESSING (ADP)
EQUIPMENT, SERVICES AND SYSTEMS

A. Background

OHB Circular A~11 requires identification of Agency-wide ADP-related costs
in a schedule incorporated in the Agency's budget submission. The ADP schedule
is also forwarded to Congress. Most USAIDs do not currently utilize ADP
equipment or services, thereby making preparation of an ADP schedule unnecessary
for such USAlDs. During FY 1978, plans to acquire mini-computers to be installed
in a number of USAlDs had to be de~~rred because of constraints in FY 78
Operating Expense funds. USAIDs which still have an interest in automation may
include such funds in their FY 1980 budget requests (and revised FY 1979 budgets).
A pilot test in one USAID is expected during FY 7a/early FY 79. Following this,
other interested USAIDs will be notified about the Agency's FY 79/FT 80 USAID
automation implementation plans.

The narrative statement, below, does not constitute a request to proceed
with the acquisition of ADP reaources, nor does approval of the MOB constitute
approval of mission plans to acquire ADP. Approval procedures are described in
HB 18, Part V. USAIDs which have expressed interest in automation-will be
notified as to the results of initial installation in the pilot USAIDnow being
selected. We suggest USAlDs hold off any further submission beyond this ADP
budget schedule until advised further by AID/W.



1. Narrative Statements:

C. Items Required
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EFFECTIVE DATE

March 28, 1978

B. Scope

Briefly describe both current and long-range plans and issues affecting
ADP and related financial requirements in the budget year and in future years.
Provide model names of owned or leased equipment. If you plan to acquire ADP
resources in FY 1979 or FY 1980, indicate:

Costs of automatic data processing services and equipment required for the
direct benefit of the Federal Government, i.e., for AID's administrative or
operating purposes, are to be budgeted and reported. (ADP equipment/services/
systems acquired under AID loan or grant project or program financing by host
countries for their own requirements are excluded from this budget. However,
such acquisitions are subject to separate review and approval as provided in
HB 18, Part V.)

a. USAID preferences re date the new system is expected to become
opera tional.

ADP SYSTEMS INVENTORY

b. The funding priority of the acquisition: "minimum" or "proposed".

1980
$TF TOT

1979
$ TF TOT

Fiscal Year
1978
TF TOT$

ADP Equip,ent (ADPE)
Rentalsl

A.

A. Compensation, benefits,
travel

B. Workyears
C. Sub-Total

1. Capital Investments

A. Purchase of ADP Equipment!.!
B. Purchase of Software .
C. Sab-Total

2. Personnel~./

3. Equipment Rental and Other
Operating Costs

This report will contain information on work years and obligations as
described as follows:

2. Report on Obligations and Inventory of ADP Systems:
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ADP SYSTEMS INVENTORY

Fiscal Year

$ TF TOT
1979

$ TF TOT $
1980
TF TOT

B. Supplies and Leased
Software

C. Sub-Total

4. Commercial Services

A. ADP Service Burea~1
B. Systems Analysis and

Programming
C. ADPE Maintenance (If

separate from item 3.A)
D. Sub-Total

5. Total Obligations - (Sum of Ie,
2C, 3C, & 4D)

6. Interagency Service~1

A. Payments
B. Offsetting Collections
c. Sub-Total

7. Grand Total - (Sum of 5 plus 6C)

l/Computers, i.e., electronic data processing equipment and all peripheral
equipment electronically attached to central processors (cpu's) punched
and magnetic card accounting mach~nes.

11"Direct-hire personnel assigned primarily to ADP duties such as equipment
operators. data-entry clerks. systems analysts and programmers, excluding
any mission personnel who simply use-ADP incidental to the performance of
their primary function."

llIncludes maintenance furnished as part of rental conr.racts.

~/Includes cost of obtaining computer processing service from any host
country government agencies as well as from commercial sources.

11Cost of ADP services provided to or received from other U.S. G. agpncies.
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STEP l+

EFFEC'TIVE DATE
March 28, 1978

WORKFORCE AND OPERATING EXPENSES

COMMENTARY ON

OPERATING EXPENSE AND WORKFORCE

While you developed the relationship between program levels
and the required workforce and related expense for FY 80, certain
issues and/or options should have been raised and decisions made.
This commentary should focus on those issues and decisions, pro
viding a rationale for the final choices which are described in
quantitative data.

Issues of concern include the following:

STEP 1

STEP 2

Workyears Directly Related to Activities

In the commentary portion of the program guidance,
you have discussed the ability and commitment of the
~ost government to support the program. Reconcile
this assessment to your requirements for personnel
directly related to program activities and the mix
of program activities in terms of their personnel
intensity categorizations.

All Mission Personnel

1. The quality and availability of Foreign National
personnel as direct hires.

2. Alternative mixes of personnel used by a mission
in terms of USDH, FNDH, and contract personnel.

3. How the various· zero base levels affect the need
for mission personnel other than those directly
related to projects.

4. The impact of MODE restrictions of personnel
decisions.

5. Personnel included in the ceiling but not includ~d

in the workyear efforts itemized. Explain.

6. Efforts not related (directly or indirectly) to
program activities, that require Mission staffing.

7. Any plans to upgrade or assume services now provided
by AID/Washington. Itemize services and staffing.



The commentary you provide should highlight any aspects of
your Mission's budget that are key to your ability to effectively
administer and implement the programs proposed. Therefore any
important topic not covered above can be added at your discretion.
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Expenses

2. The use of housing allowance or directly providing
residences.

1. The inflation/exchange rate factors by year.

4. The factors that define direct hire Foreign National
benefits.

5. Operating Expenses used to support program funded
personnel. Explain.

3. Any significant changes in the expense for Office
Operations from FY 78 to FY 80.

6. Specifically outline any measures that you are now
taking or plan to take to use the taxpayers money
more efficiently.

EFFECTIVE DATE

March 28, 1978

STEP 3
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WORKFORCE AND OPERATING EXPENSES

STEP 5
WOP.K ~'ORCE REQUIREMENTS

Schedule 1 - Existing Positions

Introduction

The purpose of Step 6 is to assist in providing a base for planning Agency
wide staffing needs for FY 79 and FY 80. Information you provide at this
time will contribute toFY 79 staffing decisions. Later this fiscal year
a more generalized position review will be used to begin a staffing needs
planning effort for FY 80.

Preparation

A. General

Step 5 should, where appropriate, relate directlY to narrative comments in
Step 4 and to data provided in Steps 1, 2, and 3 of this guidance. Of
primary concern for FY 79 position management actions are the degree of
accuracy of esttmates for status of positions; related dates; indications
of most probable skill requirements; and the type, number, and timing for
new positions. Included in this Step are two forms,

Work Force Requirements - Schedule 1 - Existing Positions, and
Work Force Requirements - Schedule 2 - New Positions through FY 79.

The former has attached to it a duplicate form conta~ning relevant headings
but not the computer printed staffing pattern. The duplicate form is
to be used for corrections, deletions, additional remarks, etc.

The Schedule 2 is extremely important in that it will Serve as a primary
tool in estimating worldwide work force/skill requirements based on AID/W
and field program directions.

B. Column Definitions

Headings and Subheadings for columns are keyed to a three digit number on
both Schedule 1 and 2. Separate definitions for each schedule are given
below.

Work Force Requirements - Schedule 1 - Existing Positions.

Columns/Headings 002, 013, 014, 015, 016 are preprinted records from
the most recent monthly staffing pattern report. Corrections
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Line No. Enter the appropriate number for each
entry where corrections or deletions are required
for the computer printed data. The number entered
should then be used on the attached blank form
preceding all corrections or e](planations regarding
entries on the original Schedule 1 forms.

Total U.S. direct-hire occupying authorized positions
at the end of FY 78.

Total authorized positions e](pected to be vacant
at the end of FY 78.

Computer printed data from RAMPSJto be reviewed by
field offices and corrected where required.

Based on the FY 80 MARX in .Step 2 enter here your
estimated request for U.S.uirect-hire personnel.

Authorized Positions. Authorized U.S. direct~hire

level agreed to by Mission/Regional Bureau for the
end of FY 78.

Definition

Budgeted Positions. U.S. direct-hire level agreed
to by Mission/Regional Bureaus for the end of FY 79.
This entry should reflect the U.S. direct-hire ceiling
authorized in FY 78 for FY 79 and Mission revisions,
if any, as a result of completin9 previous steps
pertinent to the FY79 Operating Expense Budget.

IDI's assigned to field offices who are not coUnted
in the U.S. direct-hire authorized ceilings for
field offices and who will be on board at the end
of FY 78 and FY 79 t and the estimated number of IDI' s
you plan to request for FY 80, respectively.

Mode Level. U.S. direct-hire level approved by the
Chief of Mission through FY 78. Where there is no
approval for Py 78, Step 5 should be used for dis
cussion of circumstances where appropriate.

EFFECTIVE DATE

Ma rch28, 1978

013 - 017

011

012

010

006

007-8-9

005

003

004

Column/Heading
No.

and deletions should be entered on the attached blank Schedule 1. See
additional instructions below.

PAOli! NO.

3D-29
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Column/Headings
No.

OlB

019

020

021

022

023-024-025

Definition

For each authorized position in FY 78 and FY 79
one of the following status indicators applies:

"c" the position is continuing through the
operational year but will be eliminated
during the budget year

"0" the position will continue through the
budget year

"E" eliminated before the end of the operational
year.

Enter the appropriate status indicator in column OlB
and where applicable indicate in the remarks section
on the fonn if the "c" or "E" status position is to
be replaced with a different position.

For each entry in OlB above enter here the actual or
planned calendar month and year for the effective
date of the status.

For each authorized position regardless of status enter
the final month and year occupant will continue to
serve in the position.

Based upon actual and estimated dates in 020 above,
enter here, where applicable, the earliest month and
year a replacement is required for the occupant.

Based upon vacant authorized positions, enter here,
where applicable, the earliest date an occupant is
required.

For vacant authorized positions indicate whether you
plan to fill the position with an IDI who will
graduate from the program. The IDI mayor may not
be at post. In either case please indicate a .
preference and comment in the remarks section if
there are no IOI's at post but would be preferred in
filling a vacant or replacement position.



Column/Headings
No. Definition
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Remarks self explanatory.

For vacant positions and positions requ1r1ng a
replacement in FY 79 indicate the most preferred
skill characteristic by referencing the Agency
Occupational Skill Codes titles found in AID
Handbook 33, Overseas Position Management, or as a
second source, the AID monthly staffing pattern.

EFFECTIVE DATE

March 28, 1978

027

026
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WORKFORCE AND OPERATING EXPENSES

Instructions for Completing "Workforce Requirements Schedule 2 
New Positions thru IT 79"

Headings and sub-headings are keyed to a three digit number which will

be referred to in the following instructions.

Heading Number

001

002

003

004

005

006

007

008-010

011-014

015-017

018-020

021-023

024

NA

Example: Chi1e!USAID

NA

Enter Agency Occupational Skill
Code (AOSC) Title found in AID
Handbook 33, "Overseas Position
Management. "

FA, FS

FS, FSR, FSRL, FSS

Earliest date Mission expects to
complete SPAR including complete
position descriptioTh

Date required, in position and. on
duty at Mission.

From HB 33 mentioned above enter.
4 or 6 digit number for preferred
skill or skill mix employee should
possess to function in position.

If additional ceiling is required
as a result of an additional position.

Self explanatory

If 101 currently assigned to Mission
will graduate from Program before end
of FY 79 enter whether Mission will
fill new position with IDI staff.

Self explanatory
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APPENDIX 3E

SPECIAL CONCERNS

EFFECTIVE DATE

March 28, 1978

Each year AID/W must compile information on Agency activities of special
interest to Congress and OMB. In some cases, funds are ea~ked for
these activities. In order to ensure accurate reporting to the Congress
and to monitor the implementation of activities for which funds are
earmarked, missions and AID/W operating offices should provide data on
projects that include the following "special concerns" activities on
Table VI:

- Appropriate technology activities
- Assistance for cooperatives, and amounts of this assistance

for LDC cooperatives
Programs in renewable and unconventional energy technologies

- Paramedical 'and auxiliary health worker training
- Programs to encourage or promote increased adherence to civil

and political rights
- Women in development activities
- Programs to protect and manage the environment and natural

resources
- Assistance to local, in-country training institutions
- Research activities
- Title XII activities
- U.S. private and voluntary organizations
- Non-U.S. private and voluntary organizations

1:.

r
I



CODE CONCERN

[.. ,', ...•...,..

SPECIAL CONCERNS
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Includes renewable energy activities directed toward the
earliest practicable development and ~se of energy tech
nologies which are environmentally acceptable, require
minimum capita~ inv~stment, are most acceptable to and
_ffordable by the people using them, are simple and
inexpensive to use and maintain, and are transferable
from one region of the world to another.

Appropriate technologies are those technologies which
require low capital per worker (labor intensive), are
usually efficient on a small scale, are easily
serviced and maintained, do not require high
levels of education, or training to operate, and
utilize locally available resources. In short,
technologies which are appropriate to the environ
ment of developing countries, where capital is in
short supply and labor is abundant. The definition
of capital is not limited to equipment and machinery,
but also includes investments in "human capital",
e.g., education, training, etc.

Includes activities for developing and strengthening the
capacity of less developed countries to protect and
manage their environment and natural resources, including
efforts to maintain where possible, restore the land,
vegetation, water wildlife and other resources upon which
depend economic growth and human well, especially that
of the poor.

Includes direct technical assistance to LDC cooperatives
and technical assistance to government or private
agencies who work with, promote, or support LDC coopera
tives. Includes under grants, technical advisors,
funding for participants, commodities and other costs,
and under loans, only the cost of technical advisors
and 'training.

Includes direct assistance to U.S. cooperatives which
work wit~, promote, or support international develop
ment activities. Includes under grants, technical
advisors and support personnel funding for participants,
commodities and other costs, and under loans, only the
cost of technical advisors and support personnel
and training.

DEFINITION

EFFECTIVE DATi:

March. 28, 1978

ENVR ENVIRONMENT

CODC LDC COOP
ERATIVES

ENER ENERGY
TECHNOLOGIES

ATNL APPROPRIATE
TECHNOLOGY

COUS US COOP
ERATIVES

DEFINITIONS
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DEFINITION

EFFECTIVE DATE

March 28, 1978

SPECIAL CONCERNS

HRTS CIVIL AND
POLITICAL RIGHTS

/ LTRG LOCAL TRAINING

'-' INSTITUTIONS

PARA PARAMEDICAL AND
AUXILIARY HEALTH
WORKER TRAINING

PVOU US PRIVATE AND
VOLUNTARY OR-
GANIZATION

PVOL LDC PRIVATE AND
VOLUNTAllY ORGAN
IZATION

RESB BASIC RESEARCH

Includes studies for identifying and for openly carrying
out, programs and activities which will encourage or
promote increased adherence to civil and political
rights, as set forth in tbe Universal Acceleration of
Human Rights.

Includes assistance to all local training institutions,
including departments and faculties of universities which
provide the skilled manpower necessary for development.

Includes programs providing training to auxiliary or
paramedical personnel who will be engaged in the
delivery of health and family planning services to
rural areas.

A PVO is defined as a tax-exempt, non-governmental organ
ization established and governed by a group of private
citizens whose purpose is to engage in voluntary, charit
able, development assistance operations. At least 20%
of a U.S. PVO's international activities must be funded
from private sources. Include cooperative societies that
fit this definition. Exclude universities, colleges,
or other similarly accredited U.S. institutions of
learning, research organizations and scientific organi-
zations. .

An LDC PVO is defined as a local national, non-profit l
non-governmental organization established and governed
by a group of private citizens of the host country whose
purpose is to engage in charitable. development-related
activities in the host country. While no specific
minimum share of thePVOL's budget for development-related
activities is required to be funded from private sources,
PVOLs should be encouraged to maximize private-sector
contributions for such activities. A regional private
voluntary organization established and governed by a
group of privatecltizens or of PVOs of the several
LDCs in the region served by the organization. and other
wise meeting the preceding criteria. would also be con
sidered a PVOL for the purpose of this definition.
Include cooperative societies that fit this definition.
Exclude universities. colleges and other similarly
accredited institutions of learning. research organiza
tions and scientific organizations.

Basic Research is defined as systematic intensive study
directed toward greater knowledge or understanding of
the subject studied (in the past. AID has reported that
it conducts no basic research).



2. After project title, indicate (L) or (G) for loan or grant, and (OPG)
for grants to PVOs.

SPECIAL CONCERNS
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Advisory services include services to LDC government
ministries, other than research and institution building,
on fisheries, agricultural production, and marketing,
nutrition projects, and technical assistance for
rural development.

Institution building is defined as the strengthening
of host country institutions in research, teaching,
extension, and other serviees essential to agricultural
development.

Development Research is defined as systematic application
of knowledge toward the production of useful materials,
devices and systems or methods including design,
development and improvement of prototype and new processes
to meet specific functional or economic: requirements.

Research ineludes the follow1ng; (a) support to
International Agricultural Research Centers and similar
organizations, (b) food protiuction and nutrition compo
nents of AID's centrally funded research program, (c)
a new Collaborative Research Support Program and
country-or-regional specifie research falling within
Title XII's mandate.

Applied Research is defined as systematic intensive
study directed toward applying new knowledge to meet
a recognized need.

DEFINITION

Includes activities which give particular attention to
efforts to integrate women into the national economics
of developing countries, thus improving their status
and assisting the . total development effort. Do not
include projects for.wh~ch women are not purposefully
targeted as benefi~iaries. For example, do not include
rural roads projects, even though women may travel along
those roads, unless the integration of women in the
national economy is the primary purpose of the road.

FOR PREPARING TABLE VI- FUNDING FOR SPECIAL CONCERNS

TITLE XII
ADVISORY
SERVICES

WOMEN IN
DEVELOPMENT

XIIR TITLE XII
RESEARCH

XIIB TITLE XII
INSTITUTION
BUILDING

WID

RESD DEVELOPMENT
RESEARCH

):IIS

INSTRUCTIONS

1. List all projects that include activities defined as special concerns. The
special concerns definitions are not mutually exclusive so the same
project may be cited for more than one concern.

3. Under Project Total, enter total obligations for each fiscal yeaT from Table
IVI; for BY use Proposed level.

4. ·Under Special Concern, enter the amount of funding for project activities that
dirt;etly address thespecial concern.

CODE CONCERN

RESA APPLIED RESEARCH

DEFINITIONS
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APPENDIX 3F

EFFECTIVE DATE

March 28, 1978

RESEARCH AND DEVELOPMENT

Missions are requested to identify development problems that may be appropriate
for research and development efforts. Problems should be described in terms of
their importance for the country program and the host government as well as
judgment about the problem is likely to be important in other countries also.
AID/Washington bureaus (i.e., DS, PPC and IIA) will review the suggestions to
identify areas appropriate for centrally financed research or areas in which they
can offer advice or assistance to missions.
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APPENDIX 3G

MISSION EVALUATION ACTIVITIES

Mission evaluation planning is an integral part of program development and the
Mission Evaluation Schedule is an integral part of the Annual Budget Submission.
The preparation of this schedule provides an opportunity to assure that evaluation
activities are comprehensive and geared into the program management and budget de
cision processes. This evaluation planning effort is also important to assure the
allocation of time, funds and staff needed to carry out the Evaluation Schedule.
In the past. some evaluation activities have suffered from inadequate preparation
and lead time in the formulation of evaluation objectives. scopes of work. study
designs. and selection and briefing of evaluation persqnnel.

Previously issued evaluation guidelines. including ground r.ules for frequency
and intensity of project evaluation. remain in for~,!!.,The draft version' of Hand
book 3. Part II. Chapter 8 sent to Missions under ~~ver of AIDTO CIRC A-357.
dated October 14. 1977 provides detailed discussio~of current evaluation require
ments. AIDTO CIRC A-23l. April 23. 1976 also discusses the preparation of the
lUssion Evaluation Schedule and provides a format for reporting plans for all
evaluations.

The Mission ~valuation Schedule is normally lierived from individual project
evaluation schedule~ contained in the evaluation ,plans and implementation sched~les

of Project Papers. In preparing its evaluation schedule. the Mission should assure
that its projects are evaluable. Handbook 3. Part I. Chapter 6 (4-C on pages 6-13
to 6-15) and Chapter 3. Appendix 3M describe the requirements for incorporating
evaluation elements anq plans into the project design process. ln the event an
evaluation schedule based on project documentation ~as not yet been formally worked
out. Missions should plan a regular evaluation at least once a year. The Mission
Evaluation Schedule should. however. reflect and explainchange!:i'in timing resulting
from changes in project progress or newly identified needs of A.I.D. or host country
authorities. Missions are requested to indicate for.each proposed evaluation
whether it can be carried out entirely with in-country resources or whether out
side assistance will be needed. If outside direct-hire or contract assistance
is needed. the Mission should estimate type(s) of expertise and person-weeks.

The new Project Evaluation Sutmnary (PES) 'format and insructions will be trans
mitted to field missions shortly. In the meantime. Missions· should be guided by
AIDTO A-3ll dated 8/19/7] and submit each PES by airgram to assure proper control
and distribution.

In addition to the informat·ion On scheduling reported in the attached. .tabular
format. Missions are requested to provideaT;lf1.rrative statement. which sho~ld be
kept under two pages. C01IIDlel1t:£-ng '9Jl tJte following. for this fiscal year.

i. ' ~ -

ideas orpropos.als;for~y.~lu~1:+onsto be carried out on a
Bureau or Agency-wide basis;

positive and negative experiences noted in carrying out mission
evaluation responsibilities. including the use of contract
services;

ideas for changes in evaluation methodology and procedures.
with particular attention to questions of impact and Agency
effectiveness;



programming, management or other lessons learned which may be
of particular interest ~o other missions or to AID!W (citing
the relevant evaluation report where appropriate);

Comments on whether opportunities exist, consistent with the
Mission program, to enhance the evaluation capabilities of the
host country. ~'.".'."~'..
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Country and Mission experiences with the services provided by the
DIS and other automated information units; describe both useful
and unusefu1 experiences, as well as suggestions for change.

As part of the narrative Missions are also asked to up-date information on the
internal Mission administrative arrangements for evaluation. Attach the most recent
Mission Evaluation Order where appropriate.

In planning their evaluation activities, Mission should take into account the
intent of Section 102(d) and give special attention to the criteria and factors
proposed by the Agency in its report to the Congress (AIDTO CIRC A-35, sent
February 3, 1978). To the extent that the progress indicators for a particular
project or program can be related to these criteria and factors, they should be
highlighted in the evaluation.

In addition t~ planning for evaluations of ongoing projects, Missions are
requested to take account of the increasing Agency concern with "ex post n evaluations.
These are studies of .the i~pact of AID-supported activities at a point several years
after AID funding te~inates. This can be provided in two ways:

(a) by including budget figures for evaluating a project post-te~ination
as part of the project sheet in the ABS; and

(b) by providing under PDS funding ~or evaluation of projects which were
te~inated in the past. whose impact ~ay be observable. and which the
Mission believes offer a useful lesson for the country program or for
similar activities in other countries.

The evaluation plan will be an important element of the Mission program to be
considered in the course of the ABS review. Bureaus will consider: (a) the ade
quacy of past evaluation performance and extent to which evaluation findings are
highlighted and used in the implementation, reprogramming and budgeting process;
and (b) the adequacy of evaluation planning, including allocation of personnel and
other resources, and suitability of advance preparation arrangements.
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MISSION EVALUATION ACTIVITIES

Instruct1ons.for Completing Mission .Eval1,lation Schedule Format
for (CY) and (BY)

Column I - List all projects active in either (PY-l) or (PY) or included in
the (CY) Congressional Presentations for a start-in (CY). For the purpose of this
guidance, a project is active until all goods have been delivered and/or services
have been performed pursuant to implementation documents issued under the terms of
the Project Agreement.

List all projects by source of funding, loan or grant funded. Include Housing
Guarantees and government-to-government PL-480 projects.

In addition, Missions should indicate planned evaluations which are not re
lated to a specific ongoing project. These could include evaluations of completed
projects, of programs or sectors, of the combined impact of a group of projects,
etc.

Please indicate by footnote all cases where the project title has changed
during the last year, and all projects which are "follow-on" projects to earlier
activities.

Column 2 - Show the number and date of the last PAR/PES, if any, that was
submitted. If another report was submitted instead of a PAR/PES, provide identi
fying data.

With respect to Column 2, if an evaluation has been scheduled for the PY, and
not completed, cite original scheduled date, new date and explanation of change if
appropriate.

Column 3 - Indicate the month in which the PAR/PES or other evaluation report
is expected to be submitted to AID/W. Dates for CY should be firm and dates for
BY should be reasonably good estimates. If a date proposed for the evaluation in
volves a deviation from previous schedule, give reasons for the deviation.

Column 4 - Indicate the period to be covered by the report from month, year to
month, year.

Column 6 - in brief statements, indicate for appropriate projects the following:1/

why the mission has determined no evaluation is required for the
project;

-- when a pending evaluation plan and schedule will be submitted to AID/W;

why a scheduled evaluation was not completed;

when and why an evaluation plan and/or schedule was changed for a pro
ject;

where a number of performance level evaluations will be "bunched";

11 Where information has been communicated previously, Mission may merely provide
reference to cable or airgram.



where a scheduled special evaluation is actually part of a project or
sector type evaluation, rather than a project study per se.
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an anticipated need for resources from outside the Mission to plan or
implement a particular evaluation. (Action requests should be sub
mitted thru usual channels).

EFFECTIVE DATE

March 28, 1978
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APPENDIX 3Hl

P. L. 480 TITLE I

EFFECTIVE DATE

March 28, 1978

Missions requesting Title I must complete tables in the format at Exhi-
bit 3-9 and submit a Title I Proposal narrative following the outline set forth
in paragraph lIB of AIDTO CIRC A-3l3 dateQ June 3. 1976 on P.L. 480 Title I as a
Development Resource. Those missions which supplied analytical data in the
response to the guidance message should make reference to that submission and
either (1) state that it is still relevant or (2) state the necessary modifica
tions explaining the factors which led up to those changes. Those missions which
have not already updated the DAP to cover P.L. 480 or provided a separate analysis
should expand the Title I Proposal to cover the topics set forth in paragraph
I.C. of AIDTO CIRC A-3l3. June 3. 1976.

The narrative should fully discuss the economic and development rationale
for the program.
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APPENDIX 3H2

P.L. 480 TITLE II

EFFECTIVE DATE

March 28, 1978

Title II: AID'1'9~laCA-287. dated May 1i.~JSt ~c1ud:f.tJg Se~Uons A and B
continues to pr~v~de the basic guidance applicab1e to preparation of Title II
material for the ABS. Title II proposals should contain a narrative section
and supportitJg tables. Instructions for preparing supporting tables
are given below. The nar~ative section and proposed funding
levels should be developed in the context of a multiyear program. country
goals. availability of commodities and application of Section 206 of P.L. 480.

Multiyear Program,P1anning

As missions are aware. Section 201 of P.L. 480 was amended in 1975 to establish
a minimum tonnage level for Title II of 1.3 million. of which not less than
1.0 million tons (submin~) must be distributed through the World Food
Program and non-profit voluntary agencies. The minimum tonnage was further
amended in 1977 to increase the minimum to 1.6 million tons with a subminimum
of 1.3 mi1l:t0J:l"tons. With ava:t1abilityofcommodities thus ensured. we are
in a positiOn~o develop firm Multiyear Program Plans ~) in cooperation
with the hO'stc;ountry. Some missions sublldtted a MYP as part of arecentABS.
These plans should be updated. if appropriate. If no substantive changes have
occurred in the ~p. this should be so stated in the Budget Year ABS. Other
missions should prepare an initial MYP referring to instructions contained
on pages 8 and 9. AIDTO CIRC A-201. April 6. 1976. published in Handbook 2
as Supplement A7.

We recognized that,year-by-year programmitJg may be more appropriate in
particular instances. If. in the Mission Director's judgment an MYP cannot
be prepared. missions should briefly set forth "the reasons.
~: Multiyear planning is particularly appropriate i~ fostering a more
deliberate inte8ratio~ of Title II and otPer development aid. A separate
message will be issued on this subject and missions are urged to consider its
content.

Sensitivity andRe~ronsiveJless to Individual Country Deve!oeent Goals (See
AIDTO CIRC A-201 for general discussion)

Recipient Category- In general. MCH. FFWapd School Feeding continue to,
have priority in that order. However. some ussions mayd8lllOnstrate that to
achieve an agreed';';upon development goa.1. another ordering, of recipient
categories would constitute a more effective course of action.

Rations - Recommended ration levels are contained in the Commodity Reference
Guide - AIDTO CIRC A-372. dated October 13. 1977. In some countries.
particularly in food-for-work activities voluntary agencies and missions may
have justification for recommenditJg increased rations and modifying the
commodity mix in order to provide a better nutrition package to the family
and more equitable wage for the worker.

Qperating Reserves - To be responsive to small-scale emergencies and to cover
losses during commodity handling. voluntary agencies may justify an operatitJg
reserve of up to 25 percent of their approved program. This will provide
cooperating sponsors with a sense of security and an improved responsiveness
to local needs.
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4. To compute total commodity requirements refer to ration guideline
message, "Suggested Maxi.muDl Per Capita Rates of Commodity Use by Project
Category." Section 4. C01IIIlodity Reference Guide (AIDTO CIRC A-372 dated
October 13, 1977).

2. Allve:i.ghts should be reported in the metric system.

3. To estimate dollar values use current CCC prices as prov:fded in the
Commodity Reference Guide (AIDTO CIRC A-372 dated October 13. 1977).
Sectidtl 2.

5. List kilograms, dollars, and recipients in thousands. Carry recipient data
to one decimal point. I.e., 10,138 equals 10.1.

6. Voluntary Agency program information proVided on the statistical tables
is basically the same as that carried on 11nesl-8 of the Annual Estimate
of Requirements (AER).

Commodity Availability

INSTRUCTIONS FOR P.L. 480 TITLE II (BUDGIT YEAR) STATISTICAl. TABLES

Section 206 prbposals should be considered under conditions set forth in
AIDTOCIRC A-30 dated February 2. 1978.

The C01lDl10dityReference Guide transmitted under AtDTO CIRC A-372 dated
October 13, 1977, sets forth the commodities and prices to be used in
preparation of the Budget Year Voluntary Agency program plan.

1. FOT each cooperating sponsor prepare one statistical table fo.r the budget
year and one additional statistical table for each fiscal year projected
to the multiyear programming statement (format is given at Exhibit 3-10).

Adult Feeding Cases - Although current po~i~y deemphssizes adult health cases
and institutional feeding program categories. AID(W is willing to· consider
small programs in tbe adult feeding category dna case-by-case basis where
appropriate.



* Instructions: All estimates should be in thousands of metric tons of the raw commodity. except
cotton which should be in thousands of bales. For dollar amounts. use attached
price list and show in millions. Dollar values are only required for Current Year
and Budget Year.

- -- - - --- -- ~----- . ------ ~ --- --- ----
Carryover Carryover

Commodity Agreements Shipmeftts to FY 19CY 1\2reements Shipments to FY 19BY
(MT) (MT) (MT)
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(MT) (MT) (MT)
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P.L. 480 TITLE II

Estimated Prices for Budget Submiss10n
for FY 1979 and FY 1980

$ Per Metric Ton Unless Otherwise Indicated •

Wheat

FY 1979
Estimates

116.00

FY 1980
Pr1ections

11.00

Rice 289.00 284.00

Corn 93.00 96.00

Upland Cotton· (per bale) 317 .00 326.00

Tobacco 4,409.00 4,630.00

Vegetable 011 408.00 457.00

Flour (Wheat) 167.00 173.00

• Note: Estimate not yet calculated for either sorghum or bu1gur.
However, USAIDs projecting need for'these commodities
should use price of corn for sorghum and price of flour for
bu1gur.
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P.L. 480 TITLE II
(FY)

Country _

Sponsor's Name~ ___

Exhibit 3-10

A. MATERNAL AND CHILD HEALTH TOTAL RECIPIENTS _

No. of Recipients
by Commodity Name of Commodity

TOTAL MCH -

(Thousands)
KGS Dollars

B. SCHOOL FEEDING TOTAL RECIPIENTS _

No. of Recipients
by Commodity Name of Commodity

TOTAL SCHOOL FEEDING -

(Thousands)
KGS Dollars

C. OTHER CHILD FEEDING TOTAL RECIPIENTS _

No. of Recipients
by Commodity Name of Commodity

TOTAL OTHER CHILD FEEDING -

(Thousands)
KGS Dollars

D. FOOD FOR WORK TOTAL RECIPIENTS--------
No. of Recipients

by Commodity Name of Commodity

TOTAL OF FOOD FOR WORK -

(Thousands)
KGS Dollars

E. OTHER (SPECIFY) •••..••••.•.....••.. TOTAL RECIPIENTS--------
No. of Recipients

by Commodity Name of Commodity

TOTAL OTHER -

KGS Dollars
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P.L. 480 TITLE III

EFFECTIVE DATE

March 28, 1978

Food for Development Proposals

Mission requesting a Title III program must submit details called for in
AIDTO eIRe A-434, dated November 29, 1977, Attachment e, including specific
development efforts to be undertaken under the multiyear Title III program and
indication of annual inputs required. For those countries which have not
updated the DAP to cover P.L. 480, ABS should include sector details as
requested in paragraph I.e. of AIDTO eIRe A-313, dated June 3, 1976.

The narrative should fully discuss the economic and development rationale
for the program.
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APPENDIX 31

EFFECTIVE DATE

March 28, 1978

L ,··W

POPULATION PLANNING - COMMODITIES

1. InstI'1.lct.$ge@ for C~pl.Ung Table 1: Program Analysis of the Oral and

Condom Supplies N~ded to Achieve Full Availability (see format at Exhibit 3-1lA)

Definition and Assumptions

A. "Full Supply" Analysis

The "Full Supply" Analysis is designed to quanUfy the volume of fertility
man.g~ent commodities. that need to be made available if LDCs are to achieve
a replacement level. fertility in the foreseeable future. It is illustrative
and not meant to bea precise form of analysis. For "Full Supply" tQ be
possible. the following assumptions are made:

1. Some form of fertility control will be used effectively by 65
percent of the married couples of reproductive age (MCRA).

a. Sixty-five percent participation is the theoretical base for
achieving the replacement level of fertility.

b. The eligible population includes the total number of women
exposed to sex (married) from 15 to 49 years old. Data will
be provided for use by Missions in a separate airgram by
DS/POP. Missions. however. may change these figures if more
accurate data are currently available. The reasons for the
change and the source for the new data must be stated.

2. Approximately 50 percent of the eligible popu1aUon is assumed to
use orals and condoms and 15 percent to use some other form of
fertility management (i.e •• sterilization. IUD. aerosol foam.
diaphragm. abortion. etc.). Missions may revise the assumed
proportion with an explanatory note reflecting local experience.

3. Of the appro.x1mate1y 50 percent of women protected by orals and
condoms. one-half are assumed to use orals and one-half are
assumed to be protected by condoms. Missions may also revise
this assumed proportion with appropriate explanatory notes.

B. Annual NeJlSupp1y from Non-AID Bilateral Sources

To improve programming for contraceptive supplies and to gain a better
knowledge of the number of new contraceptive supplies to be made available
from other than AID bilateral sources. additional information is required.
New dontraceptive supplies are defined as the quantity '0 be imported and/or
locall) produced each calendar year. Do not include prior year inventory.
Specifically. Missions must determine the quantity of new contraceptive
supplies expected to be imported and/or produced in LDCs by private commercial
manufacturers/distributors, other donors, and host country governments.
AID-supplied intermediaries should be included in these sources of supply.



1. Calendar year (PY-I) - actual stock deliveries during the year.

D. AID Bilateral Supply Objective

AID HANDBOOK2,App 31
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2. Calendar year (PY) - expected stock to be delivered this calendar year.

3. Calendar year (CY) - same as calendar year (PY). Projections will be
supplied by DS/POP/AID/W.

Oral and Condom commodity data for each calendar year under this. section are
derived as follows:

4. Calendar year (BY) - while this quantity for orals was projected for
(CY) procurement and is reflected in the fiscal year Congres~

sional Presentation, USAID should make whatever adjustmen:ts judged
appropriate based upon current and future program plans. For condoms,
insert desirable stock levels based on the AID bilateral supply
objective.

For calendar year (BY+I) and calendar year (BY+2), the AID bilateral supply
objective will actu.lly be the "scheduled deliveries" in the tosietie and
Financial Analysis Tables (see Tables 2 and 3).

5. Calendar year (BY+l) - insert desirable stock level~ based on AID
bilateral supply objective.

While there is no set formula which can be used to determine what the AID share
should be, the M:lssions should be aware that availapiliey of orals and condoms
cannot be limited to clinic-based distribution systems and, therefore, signifi
cantly greater quantities of supplies are needed for commercial, village, and
household distribution systems. If these latter distribution systems are not
now in place, plans should be lIUlde to have them in place to ensure effective
distribution upon receipt of the supplies.

The AID bilateral supply objective is to ensure that every program has sufficient
supplies to: achieve "full supply." But because "full supply" cannot now be
achieved, AID and other donor programs may alternatively aim to prOVide, as a
minimum, total in-country commodities large enough to supply at least 10 pereent
of the married women of reproductive age with orals and at least 10 percent with·
condoms. If country programs have the capability for absorbing higher levels,
or for some reason cannot realistically meet the 10 percent targets, the
percentage should be adjusted.

C. Gap to be Filled to Achieve "Full Supply"

The gap is the difference between the total number of orals and condoms required
for "Full Supply" less the total number of new orals and. condoms to be UiPdtted
and/or locally produced during the calendar year. The gap to be filled does not
include orals and condoms to be supplied under AID bilateral agreE!ll1ent, bbtwill
include any AID-financed supply channeled through intermediary organizations.
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TABLE 1

Full Supply Analysis
1. Married women of reproductive age (thousands)
2. 65% of line Al (contracepting women required to

achieve replacement fertility)
3. 50% of line A1 (contracepting women utilizing

orals and condoms)
4. Annual stock requirements for "full avail

ability"
a.6r~ls ~of line A3 x 13 monthly cycles
b. Condoms ~ of line A3 x 100 units

Annual New Supply From Non-AID Bilateral Sources
1. Private Commercial Sector

a. Orals
b. Condoms

2. Other Donors
a. Orals
b. Condoms

3. Host Country Government Pt'Clcurement
a. Orals
b. Condoms

4. Total In-Country Stock
a. Orals
b. Condoms

Gap to be Filled to Achieve "Full Availability"
1. Orals (line A4a less line B4a)
2. Condoms (line A4bless line B4b)
AID Bilat~ral Supply Objectives
1. 'Orate .
2. Condoms
Total New Supply
1. Orals (line B4a plus line Dl)
2. Conddms (line B4b plus line D2)
Remaining Supply Gap
1. Orals (line A4a less line El)
2. Condoms (line A4b less line E2)
People Gap
1. Orals (line Fl divided by ]3)
2. Condoms (line F2 divided by 100)
3. Total (line Gl plus line G2)

G.

F.

E.

C.

D.

B.

A.



2. Add: Scheduled deliveries

l~ Beginning of year stock

3. Less: Expected Use

4. End of Year Stock
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AID Bilateral Logistic and Financial Analysis
of Orals

(Thousand H/C)

AID Inventory Analysis

Table 2

A.

To be completed by AID/Washington

B. Financial Analysis (CY)

1. calendar Year 19CY deliveries (line A2 above)

2. Estimated cost per unit in FY of purchase

3. Estimated total cost for FY 19CY (to be
deteI'lll.ined by AID/W)
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1. Calendar year 19BY deliveries (line A2 above)
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E. Total New Supplies

EFFECTIVE OATE

Marcfl28.

This representsth~~o~.l:'nwUber of new ords and ~OlldOlll8 tQ be imported and/or
locally produced by private cOmmercial manufa~tur~t8/distributors, other donors
(including AID-supported intermediaries) and the host country. Total New
Supplies also includes tbe quantity inserted as tb,~ID bilateral supply objective.
The total level for,each year represents an achievab~e intermediate target. re
cognizing thatult~teprogramsucces~ will require a level which approx~tes

50 percent coverage 9ith orals and condoms in an "average" country.

F. Rm1nini Supply Gap

This represents the total number of new orals and condoms remaining to be imported
or produced by all sources in order to achieve "Full Supply" in each calendar
year.

G. People Gap

This represents the total married women of reprodu~tive age yet remaining who
must be supplied with orals and condoms eschcaleridar year if "Full Supply"'is to
be achieved by the country.

II. INSTRUCTIONS FOR AID ~ItATERAL LOGISTIC AND FINANCIAL ANALYSIS OF ORALS
(See formatatEKhIbit 3-111)

A. AID Invent0tl'AM.lysis (Calendar Year Basis)

Line 1. Be&inn~M,of tear stock - Insert the qualltityof AID bilaterally
provi4edorals existing in central and regional warehouses at the
beginning of calendar year (PY). Calendar year (CY) through (BY+2)
will be based, o,n computations d.rived from the Table., If AID
bl1ateralstipplies are com1ngi~dwith other donor supplies, please
indicate INch • ' .

Line 2. Add: Sche4uleddeliveries -Forscheduled deliveries of the AID
Bilateral Supply objectives through calendar year (BY) please refer
to projectioElSP,rpvided by DS/P0J,J' As stated, in Section IoD of the
InstructiOD~ a'Dl:fIie, please revll1e i the 10 percent targets if necessary.
Calendar year ,,(BY+lfand (BY+2) Sle:beduled deliveries' are act~ally the
Mission's commodity requests fineneed with fi,scal year (BY) and (BY+l)
obligations. These'scheduled deliveries correspond to the AID
bilateral supp~y. C?bjective d.,erlved on Table l-

Line 3. Less Expected Use ,J~Insert 'thi!qtiantity of orals realisdcally
eXpected to be used and lor 'distributed to clinics and othe,rdlstri
bution outlets during each calendar year. Please take into considera
tion plans for new initiatlves scheduled for each calendar year, and
do not rely exclusively on prior year experience to make these
projections.



Line 4. End of year stock - For calendar year (BY) through calendar year (BY+2).
the end-of-year stock is simply the mathematical calculation arrived at
by adding the "Scheduled deliveries" (line 2) to the "Beginning-of-year
stock" and subtracting "Expected use."

EFFECTIVE DATE

March 28. 1978
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B. and C. Fiscal Year (CY) and 'iscal Year (BY) Analysis
This section is provided for USAID information only. AID/W will
complete this part of the table based on Mission program and logistic
analysis. using current cost information.

III. INSTRUCTIONS FOR AID BILATERAL LOGISTICAL AND FINANCIAL ANALYSIS OF CONDOMS
(See format at Exhibit 3-llC)
A. AID Inventory Analysis (Calendar Year Basis)

Line 1. Beginning of year stock - Insert the quantity of AID bilaterally
provided condoms existing in central and regional warehouses ,at the
beginning of calendar year (PY). Calendar year (OY) through' (BY+2)
will be based on computations derived from the Table. If AID bilateral
supplies are comingled with other donor supplies, please indicate ~uch.

Line 2. Add: Scheduled deliveries - For scheduled deliveries of the AID
Bilateral Supply Objectiyes through calendar year (CY) please refer
to projections supplied by DS/POP. As stated in Section I.Dof the
Instructions above. piease revise the 10 percent targets if necessary.
Calendar year (BY). (BY+l). and (BY+2) scheduled deliveries are actually
the Missions commodity request-financed with fiscal year (BY). fiscal
year (BY+l). and fiscal year (BY+2) obligations. These scheduled
deliveries correspond to the AID bilateral supply objective derived
on Table 1.

Line 3. Less: Expected Use - Insert the quantity of condoms realistically
expected to be used and/or distributed to clinics and other distribution
outlets during each calendar year. Please take into consideration plans
for new initiatives scheduled for each calendar year and do not rely
exclusively on prior year experience to make these. proj ections.

Line 4. End of year stock - For calendar year (PY) through ,calendar year (BY+2)
the end of ,year stock is simply the mathematical calculation arrived
at by adding the "Scheduled dt!l1ver1es" (Line 2) to the ''beginning-of
year stOCk',' and subtracting "Expected Use."

B. and C. Fiscal Year (CY) and Fiscal Year (BY) Financial Analysis
This section is provided for USAID information only. AID/W will
complete this part of the table based upon Mission program and
logistic analysis. using current cost information.
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1. Calendar Year 19CY deliveries (Line A2 above)

2. Estimated cost per unit in ~~ of purchase

3. Estimated total cost for FY 19CY (to be determined
by AID/W)

C. Financial Analysis (BY)

1. Calendar Year 19BY deliveries (Line A2 above)

2. Estimated cost per unit in FY of purchase
(to be determined by AID/W)

3. Estimated total cost for FY 19BY (to be
determined by AID/W)
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POLICY DETERMINATION DEPARTMENT OF STATE
AGENCY FOR INTERNATiONAL DEVELOPMENT

Our resources in AID - both in staff and money - are not equal to the
needs of the developing countries. Therefore we must work harder
than ever to mobilize other resources - private, community, and
local government.

I am convinced that the attached Policy Determination will enable us
to get more mileage from each dollar spent and each direct- hire
employee on board.

PAGE NO.

(TM 2: 1)
EFFECTIVE DATE

Sup Al to HB 2
PD-37
February 10, 1967

Tr~ANS. MEMO NO.

AID'S ROLE WITH RESPECT TO NON-AID RESOURCES
IN THE TOTAL FOREIGN ASSISTANCE EFFORT

lddress ljueslio/IS a/will litis IJolicy delertll.illl1lio/l 10: PPC.

William S. Gaud

DISTRIBUTION:
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File as: AID HANDBOOK



Sup A1 to HB 2 (TM 2:1)

PD-37
February 10, 1967

AID'S ROLE WITH RESPECT TO NON-AID RESOURCES
IN THE TOTAL FOREIGN ASSISTANCE EFFOR T

'-' A. Background

AID is just one part of the total foreign assistance effort. It has
always recognized the importance of other free world and multi
lateral aid donors. It must now pay increased attention to the
valuable resources available from U. S. non-Federal aid donors.
These include the business community, voluntary agencies, the
universities, community groups, foundations, unions, farm
organizations, cooperatives, and state and local governments.

AID furthers the total foreign assistance effort to developing
countries through three means:

1. It assists developing countries to coordinate diverse
aid-donor s, encouraging such donors to provide assistance
and identifying, where necessary, suitable opportunities for
assistance by U. S. non-Federal aid donors.

2. It finances - or provides financial incentives for - the
provision of skills or resources to developi~g countries by U. S.
entities other than AID.

3. It uses its own personnel to assist developing countries.

B. General Policy

1. AID as a Catalyst. AID must act as a catalyst to stimulate
others to provide assistance to the developing nations. In all
fields and all assisted countries, AID must, therefore, be
fully awa,re of the total range of potential aid donor s, whether
U. S. non-Federal, multila~eral, or foreign.



C. Specific Policy Regarding Coordination and Catalytic Activities

1. Pre-Condition. Before agreeing to finance a technical
assistance activity, AID will make a diligent effort to ascertain
that no other suitable aid donor is willing to finance the activity.

- 2 -

(TM 2: 1)

2. Identification of Projects. Missions will seek to identify,
to countries and available potential donors, specific new projects 
whether or not suitable for AID financing - which are to the cooperat
ing countrie Sl advantage and suitable for private U. S. sponsor ship.
They will then, as requested, assist cooperating countries to enlist
the support of such sponsors and, in addition, will inform AIDI
Washington of such projects to permit fur the r solicitation efforts
in the United States.

Rather than directly carrying out all of its own programs, AID
must increasingly become a channel through which American
resources and skills - wherever located - can be identified,
focused, and transmitted to the less developed countries of
the world. Through contracts and interagency agreements, .AID
must, by law as well as policy, draw upon the technical resources
of governmental and private institutions to the fullest extent
practicable.

3. AID as a Channel. AID is not staffed to provide, through its
own direct-hire personnel, all the required technical assistance
which it is capable of financing. Therefore other sources of
personnel must be tapped.

2. AID's Role in Coordination. AID should assist developing
countries to coordinate the use of all resources available for
development - whethe r indigenous, AID-provided, or non-AID.
AID is directed by statute to coordinate its efforts with those
of private and other public entities providing resources from
the United States. It must do so vigorously, but with full
respect for the independence and ultimate autonomy of private
and non-Federal aid donors.

Sup Al to HB 2



- 3 -

Sup Al to HB 2 (TM2:1)

D.

3. Coordination.. Missions and Bureaus will assist cooperating
countries, as requested, in coordinating non-Federal U. S. aid
donor s. They will seek to encourage sponsorship of projects
which have maximum social or economic impact and to discourage
duplicative or low priority activities. They will, as requested
by sponsors, assist in the resolution of operating problems and
advise as to local conditions and difficulties.

4. Private Investment. Mis sions and Bureaus will continue to
be alert to opportunities suitable for U. S. private investment
and will take all appropriate measures to encourage such invest
ment when it would further development objectives. The Office
of Development Finance and Private Enterprise should be called
upon to assist in this effort, where appropriate.

Specific Policy Regarding the Implementation of AID-financed Activities

1. Order of Preference. Where other factors are equal, means of
obtaining skilled per sonnel will be used in the following order of
preference:

a. by contract with non-governmental organizations.

b. by participating agency agreement (or contract) with
other federal, state, or local governme nt agencies.

c. by direct-hire.

2. Use of Direct-Hire. It is AID policy to restrict to a minimum,
consistent with other legal and policy requirements, the use of
direct-hire personnel. This policy is consistent with the needs
.to: (a) shift as many projects as possible from grant to loan
financing; (b) foster an increased assumption by competent
borrowers and grantees of implementing responsibility for AID
financed projects; (c) facilitate, through concentration, the
elimination of marginal activities and the relocation of technicians
devoted t9 such activities, and (d) eliminate all but the smallest
possible contingent of AID personnel, using such personnel
primarily for policy, managerial, technical supervisory, and
coordinating functions.
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2. Sta£f offices must intensify their efforts to become conversant
with the location, capabUity, and quality of resources throughout
the United States which are potentially available for the total
assistance effort. Missions must intensify their efforts within

4. Criteria. The policies stated immediately above should be
applied in light of the criteria set forth in the attachment to this
Policy Determination.

It is also AID policy, therefore, to seek, wherever possible, to
tap the private community for needed s kills by placing firms or
institutions rather than single individuals under contract. This
policy requires AID to contract for such skills on a project by
project rather than an expert by expert basis, to the maximum
extent practicable.

Where a United States firm or non-governmental institution is
placed under contract for an overseas project, a relationship
is created which has the potential -- after cessation of AID
financing -- of being independently extended or renewed for the
mutual benefit of both parties and in furtherance of AID's broad
objectives. This potential for "by-product assistance" does
not exist when the job is accomplished by government per sOIUlel.
Nor does it often exist when single individuals are placed under
contract.

1. All Missions and all units in AID/Washington are instructed
to apply these policies in every appropriate instance.

3. Choice Between Government and Private Instrumentalities.
In choosing between other government agencies and the private
community as sources of needed skills, it is AID policy, other
factors being equal, to favor the private community. This
policy is designed to make even the AID-financed portion of the
total foreign assistance effort less of a purely governmental
endeavor. It will broaden the base of contact between the United
States and aid recipients.

Sup Al to HB 2
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their respective countries to become conversant with the
activities of all other aid donors and to assist the countries
in coordinating them.

3. The Office of ManageITlent Planning must~ in consultation
with other offices, design agency-wide procedures to assure
ITlaxiITluITl possible cOITlpliance with these policies.

I shall froITl tiITle to tiITle request special reports of progress
towards the full implementation of these policies •

. WilliaITl S. Gaud

JCPRichardson:A /MP:l!Z6/ 67
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Attachment

Guidelines Governing the Choice Between Direct. Contract. and
Participating Agency Hire to Implement AID-Financed Activities

The following guidelines are to be taken into accolmt in reflecting -
through specific choices between direct, contract, and participating
agency hire -- the policies stated in Section D of the foregoing Policy
Determination. The guidelines are intended as an aid to analysis. They
do not purport to be exhaustive.

I. Legal Restrictions

Many functions, for legal or compelling policy reasons, can only be
performed by direct-hire personnel·. They include:

A. Negotiating with host countries in behalf of the United States.

B. Making policy, planning, budgeting, and programming decisions
which determine the allocation of resources available to AID.

C. Evaluating and overseeing the execution of functions assigned
(through contract or interagency agreement) to other government
agencies or the private community.

D. Locating, judging the competence of, selecting, and negotiating
with external sources of needed skills.

E. Performance of essentially internal functions such as personnel
administration, agency management, and Congressional presentatiQn.

II. Administrative Considerations

Despite the policy preferences which have been established, it may
occasionally be desirable, for reasons such as those listed below, to
perform given tasks or functions through AID direct-hire personnel
even though it is not legally necessary to do so. Such reasons might
include:

A. The acute need for speed, in instances where the needed.personnel
are processed, cleared, and immediately available from the ranks
of AID's direct-hire corps.
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A. Where the participating agency would use AID funds to hire personnel,
into its own ranks from the non-government community, AID should
consider whether it might be preferable to obtain the ne~ded skills
directly by contract in order to create otherwise absent potential
for "by-product assistance." This oonsideration should be measured
against the benefits that might accrue from the unique backstopping
capacities and institutional environment existing in the participating
agency. Generally, it will be more advantageous to obtain single
experts from participating agencies and to obtain skilled personnel
for the implementation of whole projects from the private community.

D. The possible loss of oontrol that might result from having a project
(or function) implemented by personnel who are not direct-hire.
Such a loss is by no means to be considered inevitable, for it is .,;;j
not necessary to perform a function in order to control the manner
in which it is performed. Normally, AID should control project
implementation through significant leverage points rather than
through an overly intimate involvement in all the details of
execution.

In addition to the stated policy preference in favor of the private
community over participating agencies of government, the following
criteria are among those to be considered in choosing between the
two sources:

B. The non-existence of personnel in other government agencies or the
private community who possess the requisite expertise. This
situation is most likely when the needed skill consists, in
addition to purely technical skill, of ability to (1) adapt
American skills and techniques to foreign conditions, (2) impart
possessed skills to others of a different culture or educational
level or (3) create institutions for the retention or dissemination
of such skills.

c. The possibility of a prohibitive cost differential between direct-hire ~
and other skills. Before conceding any such differential, it will
be necessary to consider the indirect costs of direct-hire (such as
overhead expense, retirement benefits, etc.) as well as the signifi-
cant, though intangible, benefits to AID of creating potential,
through a contract with the private American community, for "by-
product assistance." Also, there will be situations in which it
is necessary to pay more than direct-hire salary scales will permit
in order to procure the level and type of talent required.

Sup Al to HB 2
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B. As their primary responsibilities are domestic, it may be difficult, ...
in some instances, for participating agencies to accord the requi.ite
priority to AID's projects.

c. Conversely, once its starf resources have been committed to a pro
ject, it may be more difficult for a participating agency to
terminate its services should a shift in AIDs s program emphasiB
occur.
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j J- EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

.,AsWINClToN. D.C. ·10503

November 12, 1976 CIRCULAR NO. A-IO
Revised

TO THE HEADS OF EX~CUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: Responsibilities for disclosure with respect to
the budget

1. Purpose-~' This Circular supersedes Bureau of the Budget
Circular No. A-IO dated January 18, 1964. It provides
guidance on responsibilities for disclosure of information
with respect to the preparation of the President's budget.

2. Background and ~~~~ability of Circ~la£. The audget
and Accounting ActiDr 19~1 T3I U.S.C. 11) requires that the
President transmit an annual budget to Congress and
prohibits agency submissions in any other manner unless at
the request of either House of Congress (31 U.S.C~ 15). The
Act was passed following unsatisfactory experiences with the
previous practice of budget submissions to the Congress that
were not approved and controlled by the President. The
budget is required by statute to provide certain specific
information, is to be prepared by the Office of Management
and Budget (OMB), and is to be prepared in such form as the
President determines. The budget is also required to
reflect the President's judgment in establishing proposed
appropriations and expenditures. Agencies are required to
submit to OMB such information as may be required to permit
OMB to evaluate, revise, reduce, or increase agency requests
for appropriations and to prepare the budget. The President
is also required to transmit various summaries, additional
reports, and any proposed supplemental or deficiency
appropriations. Historically, the Executive Branch
communications that have led to the preparation of the
budget have not been disclosed by the agencies or by those
who have prepared the budget.

This Circular is applicable to those budget documents
transmitted annually by the President to Congress and to the
communications concerning the formulation of the budget and
related documents, as well as to budget amendments,

(No. A-lO)



supplemental estimates, and other proposals for the grantinq
of new obligational authority that are transmitted after the
transmission of the original budget.

4. ~'l~12~ ~~f!~im2.~ ~~~~re ~~q ~om1.!!\!I!!.qi!~!-2.~~ ~~1:~ ~~1'!.<JE.~~~
~12 Q.\!~~~~ matters. In furnishing information on
appropriations -and--bud<;fetary matters, representatives of
agencies should be aware of the limitations on such
communications, including the limltation that:

2

(No. A-IO)

or request for an appropriation and,no
an increase in an item of any such

request shall be submitted to
any committee thereof by any officer or
any department or establishment, unless

"No estimate
request for
estimate or
Congress or
employee of

Sup Ala, HB 2
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This Circular does not apply to the budget requests of the
Legislative and Judicial Branches of Government, or, except
for paragraph 4, to those requests that are specifically
exempt by statute from prior review and approval by the
Prt;51dent. Nothing in this·Circular is intended to, prOhibit
the disclosure of records that are specificalfy required to
be disclosed by statute. For example, this Circular does
not prohibit the release of records otherwise required to be
released under ,the procedures of the Public Information
Provlsions of the Administrative. Procedures Act (5 U.S.C.
~52), known as the Freedom of Information Act (FOIA). At
the same time, this Circular does not require the dlsclosure
of informatlon required or permitted by law to be wlthheld.
For example, it is not intended to require the ielease of
information pursuant to the Freedom of Information .~ct that
an agency is authorized to withhold.

3. g~qui~~~~~ts for £2.12~!den.~ia!.ity eri2.~ ~~~~~!£ia!.
transmittal. The confidential nature of agency submissions,
requests~--reco~~endations,supporting materials and similar
communications should be maintained, since these documents
are an integral part of the oecisionmakingprocessby which
the President resolves budget issues and develops
recommendations to the Congress. Presidential budget
decisions are not fin~l until the budget itself is
transmitted to Congre,gs. Amendments to the budget and
supplemental appropriation requests may also follow the
transmittal of the budget. Budgetary material should not be
disclosed in any form pr ior to transmi tta! by the Pr es ident
of the material to which it pertains. The head. of each
agency is responsible for preventing premature disclosures
of thIS budgetary information.
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of either House ofCol)qress." (31

Furthermore, agency representatives should be aware of
restrictions upon communications to influence legislation
that,re not conducted through proper official channels (IS
U.S.C. 1913).

Following formal transmittal of the budget, an amendment, or
a supplemental appropriation request, agency representatives
will be guided by the following policies pertaining to
budgetary matters when testifying before any Congressional
committee or communicating with Members of Congress.

a. Witnesses will give frank and complete answers to
all questions.

b. Witnesses will avoid volunteering personal 0plnlons
that reflect positions inconsistent with the program or
appropriation requests the President has transmitted to the
Congress.

c. If statutory proviSions exist for the direct
submission of agency budget estimates to the Congres$,
witnesses will be prepared to explain both the agency
submission and the request in the President's budget.

d. In responding to specific questions on program and
appropriation requests, witnesses will make clear the extent
to which testimony reflects personal opinion, and that such
opinion does not con.stitute a Presidential request for
increased or decreased funds. Witnesses, typically, bear
responsibility for the conduct of one or a few programs,
whereas the President must weigh carefully all of the needs
of the Federal Government, compare them against each other
and against the revenues available to meet such needs.
wtu~[e appropriate, witnesses should call attention to this
difference in scope of responsibility.

e. Where there is a request for a
that will involve a statement of opinion
and appropriation requests, witnesses
reply to be provided through the head of

written submission
relating to program
will arrange for a

the agency.

f. Agency representatives should be careful that their
communications are not perceived to be an "es.timate ()~

request for an appropriation ••• or an increase in an item
of any such estimate or request ••• " (31 U.S.C. 14, 15).
Agency representatives are expected to support the

(No. A-lO)
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President's budgetary decisions and seek adjustments to
those decisions through established procedures for budget
amendments or supplemental appropriation requests if the
agency head determines such action to be necessary.

4

5. Clearance of changes in th~ Pr~~i<!~nt~~ bud.q!~.· The
prohibition against submissions by agencies to Congress of
estimates or requests for appropriations without the
approval of. the President or ,request of either House of
Congress applies to changes in appropriation language and to
changes in the limitations recommended in the budget. When
an agency desires to propose such changes, written requests
will be presented to the Office of Management and Budget (in
accordance with the provisions of OMB Circular No. A-II).

When it is possible to reduce the amount of a request for
appropriations before action has been taken by the
Appropriations Committee of either House, the head of the
agency will promptly inform the Office of Management and
Budget. If significant changes are planned in the amount
requested or the conditions pertaining to a program of the
agency without changing proposed appropriation language
contained in the budget on which Congress has been requested
to act, the agency will inform the Office of Management and
Budget. ~he Office of Management and Budget will inform the
agency as to whether or not a formal transmittal of the
change will be made. This procedure applies to
appropriation requests, as well as to other estimates, e.g.,
business-type statements required by the Government
Corporation Control Act.

6. Reductions made ~ ~EErop~!.Q.~ bills. The final
authority lor appropr1at10ns rests w1th-the congress. Its
action is based on extended hearings and recommendations by
the Appropriations Committees and is taken only after
consideration by each body as a whole. Any decision by an
agency head to request testorationof a reduction should be
carefully considered, taking into account the reasons for
the reduction, the circumstances under which it was made,
its significance from the standpoint of the President's
program, and other relevant factors.

7: Information ~vailabl~. to the ~~!!.£. An ,agency '!'ay
d1sclose budgetary recordS or that agency, 1f otherwlse
appropriate, upon a request for such records pursuant to the
FOIA following the end of the fiscal year to which such
information pertains. Although it is not possible to
determine merely by the generic category of records whether
an agency would be authorized to withhold records requested
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under the FOtA in evecy instance, most budgetary documents
of an agency that are subject to the FOIA should be exempt
from mandatory release pursuant to the provisions of 5
O.S.C. 552(b) (5), and an agency should not release such
records prior to the expiration of the fiscal year to which
such records pertain. Depending upon the nature of the
record requested other exemptions to the FOIA may apply, or
the release of records within 5 U.S.C. 552(b) (5) may be
inappropriate even after· the end of the fiscal year to which
the records pertain. Agency heads will be held responsible
for determining the propriety of releases of records under
the FOrA pertaining to budgetary matters.

Certain agencies headed by a collegial body may be required
to hold their meetings open to public observation unless the
agency properly determines that the matter to be discussed
warrants the closing of those meetings for reasons
enumerated in the Government in the Sunshine Act (Public Law
94-409) • Some meetings covered by that Act may pertain to
budgetary information discussed in this Circular. Although,
as with the FOlA, it is not possible to determine merely by
the generic category of such information whether such an
agency would be authorized to close a particular meeting
covered by the Government in the Sunshine Act, the premature
disclosure of budgetary information may "be likely to
significantly frustrate implementation of proposed agency
action" (5 U.S.C. 552b(c) (9) (B) added by section 3(a) of
Public Law 94-409). Futhermore, other exemptions from the
open meeting requirements of the Act may apply. Such
agencies will be held responsible for the propriety of
determinations that would lead to the disclosure of this
budgetary information.

8. fnquiries. All questions or inquiries should be
subm1tted to the Office of Management and Budget, Budget
Review Division, Resources Systems Branch, telephone (202)
395-3172.

James T. Lynn
Director

(No. A-IO)
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•The D~ process was established in 1973 for a variety of reasons. most of
which remain valid today. However, the environment in which' we carry
out the A.l~D. program has changed in a number of ways. some subtle an.
some quite dramatic.

A.I.D.'s objective, to assist the poorer nations of the world achieve
more equitable and balanced economic and social development. requires
continued analysis to plan for the efficient allocation of resources to
productive efforts. For A.I.D. the Development Assistance Program (DAP)
has been and will continue to be the Agency's primary analysis ~
planning document.
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We have solicited and received extensive comments from' Missions on revision of the
DAP instructions. There was wide consensus that the "new directions" implied a
~harper analytical emphasis on the poor majority. These and numerous other
observations from the field provide the basis for revising the DAP guidance.

The primary revisions to the original guidance are:
to require.tb~ identification of priority groups for U.S. assistance
based upon an analytical description of the country's poor majority.
(Section V, Page 9) .

to emphasize the Agency's changing technical character which involves
greater ~phasis on new analytical and methodological tools, needs
oriented research. and application of relevant technology in order to
identify and measure progress of target gr~ups as well as 'design aad
implement probrams which more effectively improve income, employment
and basic services for the poor. (Section V , Page 9)

to aggregate from individual DAPs, multi-year projections of·
Agency financial resource requirements, manpower levels and skills,
and research and development objectives and programs. (Section II
Page 5)

to require precise statements of AID's 3 to 5 year goals for each field
(sector, sub-sector, geographic area or·specific socio-economic grouping)
where major U.S. assistance is planned. (Section VI, Page 12)

By "decycling" th.e DAP and making it "multi-year", the quality of AID's baste analya:t.a
has improved. To a greater extent than before, our analysis focuaeson lonr-rana_
development problems and seeks to avoid the pitfalls of short-term program ratioaa.
lization. In de-emphasizing macro-analysis and stressing sector-level study we have
produced work that is clearly more relevant to the Agency's available resourcesaad
to our assistance activities in the developing countries. 'the DAP process has
brought a more profound understanding of the context within which development can
proceed. Institutional issues have been given greater attention, alongside equally
important economic issues.

Despite these genuine gains, ~he current nAP process is not ..fully. :r:e.§pJ)nsive to
present Agency needs since it was established prior to the:"new direction~ contained
in the FAA of 1973. With AID's assistance now focused more directly on the poor
majority, our analytical process must be modified to support this more concentrat_d
program emphasis. S.ec tor assessments were originally designed to consider thefU1.l
range of development needs in a sector -- sector loans were seen as a logical next
step in view of declining program loan activities. Rural poverty was one problea.
among many. Today, a more penetrating analysis of rural poverty is indicated, 1ead1~

to programs consistent with AID's changing priorities.

to stress relevance as a key factor for the material contained in the
DAP. (Section Ill, Page 7),

*i.e. the search for applicable technologies to meet needs identified in the process of
building programs in ~pecific situations.

___.~NCLASSIFIED
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to specify plans for refining assessments and collecting needed information.
(Section III, Page 8)

This guidance is designed to update previous Agency-wide instructions on the scope,
preparation, review and approval of PAPs. As such, it replaces, Pages 3-1 through
Page 3-5 and Supplements A-2, A-5 of the Program Planning and Budgeting Handbook
No.2, Part II.

This Guidance will, over time, necessitate the revision of all PAPs. We are mindful
that much of the dat~ needed for analysis may not be readily available. Pata on
low-income, rural people is particularly scarce and must often be generated through
tjme-consuming and expensive sample surveys and o~her techniques.

As stated in Section VIII, Updating or ReVising DAPs, page 17 herein, the FY 1978
ABS PAP validation statements should contain a first appraisal by each Mission of
the appropriate analysis and documentation required to adapt their existing PAPs to
this new guidance. In some countries we have already accumulated a great deal of
useful data, which can now be distilled in a second generation of DAP summaries.
Also, better assessments and target group analysis can be formulated on the basis of
our recent experience. We look to the future success of these analytical efforts
recognizing the great effort Missions have already made over the past three years.

Rather than impose arbitrary AID/W deadlines for the s~bmission of DAP documentation,
Mission proposals for the revision of their DAP will be used by Regional Bureaus
and PPC to develcp an Agency-wide schedule for the receipt and review of DAPs.

We recognize that these requirements will place additional burrlpnq on you and your
staffs and hence Missions will need time and help to accomplish the analyses which
are required. We are prepared to make available, on a_ prtoi:itib~i15,'~the--fitl4nciJal

and technical resources necessary to supplement Mission resources to undertake
data-gathering analysis. Implementation of the new guidance should be a gradual
transition with the pIce of this transition governed by field and AID/W needs.

II. Introduction

The Development Assistance Program (DAP) should present the Agency's analysis 0f
the devclol2JIlenU!.tuation-.,.the needs and constraints--in a parti"cuIar'count"f"y or
<i::~;;>(~;;-:- Flowing from this analysis will be a determination of the appropriate
priority groups within the poor majority of the particular country. and the medillm":"
term (3-5 years) goals for A.I.D. assistance in the fields (sector, sub-sector,
geographic area, socio-economic grouping, etcl where major programs are planned.

UNCLASSIFIED
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The two-way flow in the chart from policy-to-DAP-to-project is the logical path for
Agency planning. At any point along the track there might and often needs to be
jumping back to examine assumptions and conclusions reached earlier. For example,
in the preparat~on of a PRP or implementation of a project, certain information
may become available that will make it possible to reach a target group previously
thought not reachable in a cost-effective manner. This part of the process is
recognized in the flow chart in the feeding back into the DAP of the results of
eVi'1.ation.

While this guidance contains core DAP requirements it is recognized that because of
the great differences among A.I.D. recipients, modification of the guidance. tailored
to individual country situations will probably be required. Hence, country specific
guidance, with FPC clearance, will be necessary.

* S~>e Section IX. DAP Review and Approval Procedure for complete details.
** Having an approved Assistance Program is as important to the effective development and

il~lementatio" of Security Assistance programs as it is to Development Assistance
programs. It is recognized. however. that the policy provisions of the FAA applicable
to Security Supporting Assistance differ, substantially from those applicable to
Development Assistance. DAP's for Security Supporting Assistance countries will be
expected to put primary emphasis on the relationship of assistance plans and pro
posed assistance programs to the policy provisions of the Security Supporting
Assistance legislation. Nevertheless, Security Supporting Assistance OAPs should
make every effort compatible with this primary emphasis to address the objectives
of Part I of the Act.

UNCLASSIFIED

The relationship of the OAP to major Agency programming actions and procedure is
depicted on the flow chart in the Program Planning and Budgeting Handbook No.2 (1M2:l)
9/15/75, (Attachment A). While the chart in the Handbook covers only project assistance
it is valid for most A.I.D. assistance. As depicted in the chart, the DAP serves to
establish the framework of the Agency's project identification, documentation. imple
mentation and evaluation systems and broad U.s. Government policies--Congressional.
Executive and A.I.D.

A. Role and Uses of the DAP

The DAP is a multi-year program planning document that may be submitted at any time
and. when approved. * continues in effect until such time ae it needs revision.
Particular conclusions or plans in a OAP 'may of course require changes from time
to time. which can be made without necessarily redoing or revising the whole DAP.
It should be recognized that no DAP can or should be considered a static document,
cut in stone to be r~ad and followed forever after. Rather;' it is A pietu~, or ao
expression of where A. 1.0. and the LDC are at a given point and at the same time a
map of where we think A.I.D. and the LDC should be going.

A OAP is required from every country, including those receiving SSA.**to which U.S.
economic assistance (loans, grants, PL 480 and HIGs) is planned.

~O.T
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The DAP, because it fills such a critical position in the planning chain, will either
form the base for or be explicitly used in a wide range of Agency activities including:

1. Determination of Agency Policy and Program

- LDC needp, identified in the analysis process should not be dismissed
simply because these needs do not necessarily conform to current Agency
priorities. Rather, recognized needs should be used in the formulation
of future priorities for the Agency. It is only through a process of
continuing re-examination of basic assumptions and priorities that the

~ Agency will be in a position to better meet the needs of the poor majority.

To establish a basic framework for the Agency's future program, information
contained in the ~ndividual DAPs will be aggregated and summarized in
order to estimate future resources and manpower requirements as well as
provide a basis for the level and direction of the Agency's future R&D
program, including the role to be played by host country institutions
and activities, and as a basis for immediate technical backstopping
requirements.

2.

A'DoloaIlA 111-02)

Project Identification, Review and Approval

Project goals or objectives should be consistent with and complementary
to the objectives formulated in the rAP. Thus, a test for each project
will be how its logical framework goal statement meshes with the DAP
goal statements for the relevant field.

The DAP is not intended to justify funding for specific projects although
it may do so. Rather, it should identify the problems and constraints of
the poor and identify the most appropriate programs for A.I.D. assistance
in order to facilitate the process by which projects are selected for
U.S. support.

Just as the DAP leads to project identification) so also it plays an
important role in the project design process. Properly executed DAPs provide
the basic analysis to permit sound project design and hence permit greater
attention in the design stage to matters such ~s technical soundness, imple
mentation requirements and benefit incidence.

DAP and project documentation requirements should.!!2.!. require duplicative work
efforts for any Mission. The systems are intended to be complementary and to
keep Mission documentation requirements to a practical minimum. DAP material
relevant to a particular project should either be drawn upon, appended or
referenced in project documentation when the project is being submitted
for review.

UNCLASSIFIED
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Approval of the DAP will mean that AID/W is in agreement with the goals and
objectives presented. This approval indicates general concurrence in regard
to the type and level of resources necessary to accomplish these goals and
objectives. The specific level of resources later allocated to a country
will, of course, depend upon a) the quality of projects submitted. b) the
relative need of other countdes and c) the availability of and demand fer
Agency's resources.

The DAP provides the setting and background for annual budget reviews.
recommendations. and decisions. Resources requested and projects identified
in the ABS should "flow" from the strategy and goals articulated in the
DAP.

PL 480 programs, as with dollar funded projects, should be based upon the
DAP analysis of problems and constraints of the poor. Hence, all of the above
stated uses of the DAP in relation to project identification, review and
approval apply equally to PL 480 programming.

3. Resource Allocation
Projecting resource requirements beyond the "budget year" has become inereas
ingly important to the Agency for: a) meeting the Congressional Budget ,n9
Impoundment Control Act of 1974 requirements that authorizing leAislation be
submitted at least 16~ months before the beginning of the budget year and
b) providing 5-year projections of Agency budget requirements for the
President's Budget. Such budgets, particularly, when the Agency is requestin,
an increased program, must be built up from realistic programs which should
be based upon the strategies contained in individual DAPs.

4. Manpower Requirements
Just as the DAP provides the setting and background for annual budget
submissions and reviews, the manpower requirements contained in the MOB.
should "flow" from the numbers and types of personnel required to design
and imple~ent the DAP strategy.

6. Preparation of Congressional Presentation
The DAP can play an increasingly important role in the preparation of the
Congressional Presentation as the Agency moves toward providing Congress
with more specific information. For the FY 1977 Presentation. new projects
were described in terms of their goals and purposes. The next logical step
would be far the individual country sections of the Presentation.to
synthesize country programs in-te-rms~of projecte~ ggal~ ang strategies.

5. Definition of U.S. Political Interests
The DAP should not restate the analysis and articulation of U.S. foreign
policy interests contained in the CASP's. PARA's, country policy papers.
and similar documents. DAPs can and should be utilized in the formulation
of A.I.D. inputs to such documents.
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7. Guiding Cer.trally Funded Activities
DAPs help guide the planning of centrally adainistered programs. The DAP
indicates the fields in which a Mission plans to concentrate its resources
and the types of assistance instruments which the mission intends to utilize.
This information is used by the SER Bureau to plan program and management
support activities, by TAB and PHA to estimate technical b~ck~~opping

capacity which will need to be maintaine-aiii-AiD/~. by' TAB, PHA and PPC in
developing research programs which promise to contribute most to the
success Qf field programs.

Relationship with Host Country Planning
_ The collaborative style is and will contioue to be the most desirable ~thod

for t~I.D. program process. Joint s~udies producedthrough such _
collaborative arrangements may serve both internal A.I.D. needs and host
country requirements. Bu~ experience has shown that studies ana assessments
done on a joint basis sometimes lack a frank appraisal of host country per
formance, capacity, potential, and the feasibility of influencing their
decisions.

Ill.

Thus, host country analyse's and planning, with whatever kind of A.I.D.
participation, needs, at times, to be supplemented for A.I.D.'s internal
policy making process. To have an adequate basis for policy and prolr~

decisions, A.I.D. needs a candid assessment of the host government's com8dt~
ment and capabilities. Since the collaborative planning efforts lEy DOt
provide such an apprai~a~, Missions may have to prepare supplemental documen-
tation for submission to AID!W, which in some cases may need to be classified.

Data Requirements for DAPs
1. Relevance

The DAP is part of a process of successive approximation involving identification
and diagnosis of the nature of the problems, review of alternative approaches~to
their soiutlon; selection of an approach and design of policies and programs
to carry out the approach; establishing methods to assure evaluation of results.
The constant test throughout the process should be relevance--anything extraneous
should be omjtted. The challenging part of the exercise is not gathering masses
of data, but rather the linking of the relevant data so that a substantiated
program ptrategy emerges. Hence, a determination of the final goal statements
in the DAP Summary Strategy should largely be a s~hl;.sis.,..£rom previous analysis •.-.- _c-_---.,. ...__. _

Data, tables and statistics prOViding the basis f.~,[,:,_~sshouldsuppor" hut ,
not intrude upon the analysis. Some or-the most important judgments will usuall, J
be reflected in evaluative narrative form.

l,lliCJAS SlJl.E}~
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Which problems appear to merit a closer look, either in project
development or in special analyses, to see if the problems can
feasibly be addressed, subject to political, technological,
human resources or other constraints.

Which of these problems and potentially useful interventions
appear appropriate for A.I.D. program/project development.

DAP Summary Strategy Statement
SummaiY overview presenting the A.I.D. program strategy for ...tiuS
priority needs of the poor and stating program goals.

The purpose is to identify the primary A.I.D. goals and objectives
to move from initial identification of priority groups up to (but
not recessarily into) preliminary project identification. This
requires addressing two key questions (among others):

Assessments
Assessment of priority fields of activity based on the Analytical
Description of the Poor Majority to which U.S. assistance is
contemplated.

Analytical Description of the Poor Majority
Analvtical description of the poor majority, emphasizing problems,
their causes and likely trends: The purpose is to identify the
highest priority groups for A.I.D. programs and an initial deter
mination of fields of concentration,

There is considerable variation in the availability and accuracy of country data
and studies. Thus, DAPs should indicate information that is not available, and
assess the reliability of the information that is used as the basis for analysis.
Where reliable data is lacking, the DAP should indicate steps planned to improve
the availability and reliability of data, and what action is planned to refine
the assessment, including definition of information needed and how it is to be
collected.

In the preparation of DAPs the measures and steps taken to assure that information ~
gaps are filled and to provide for the process of on-going assessment are
critically important. The research needs necessary to producing a quality
planning tool will be given the highest priority in terms of financial and ~-
power resource allocation.

Second:

First:

IV. DAP Components
DAPs will be composed of three basically sequential components.

"OIT

2. Meeting DAP Data and Information Requirements

Sup A2a to HB 2(TM 2:7)
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These steps provide a systematic approach to planning and programming. ~
The initial an_lysis yields a general characterization of priority ~
developmental nee~s of the poor majority, and thus logically supports
Mission selection of fields of concentration. From the analytical
description of the poor majority and the assessments, Missions should
be able to synthesize program goals.

Individual country situations may dictate that a different ordering
be employed. For example, a Mission might find it convenient to
undertake the analytical description of the poor majority along
with a particular assessment or choose to submit the analytical
description when submitting a revised Summary Strategy Statement. Or it
may start with a Summary Strategy Statement formulation to be supported
by a more detailed assessment to follow.

V. Analytical Description of the Poor Majority
A. Introductiop

The Foreign Assistance Act's emphasis on concentrating aid on helping the
poor does not, in itself, provide us with a precise program focus. Clearly
we cannot help all the poor with all their development problems in anyone
country. Our resources have to be directed to a limited selection of uses
and objectives. The spirit of the mandate implies that the ideal program
would be that which would be most helpful to the most deprived. However,
this concept does not provide direct criteria for program or target group
selection, since our development programs must be productive and/or cost
effective in development terms. There may also be the choice of providiag
a large amount of help to a few or a smaller amount to a large number.
We expect Missions to apply a rule of reason for we recognize that in the poorest
least develoJed countries the disadvantaged represent an exceedingly broad ,roup
encompassing all sectors of economic activity. Attempting to target on the
poorest Ilfthe poor in such countries is a refinement which may not be an
effective use of available staff or produce a practical response to the urgent
needs of the least developed. Further, what might be the best program from the
point of view of an abstract welfare ideal has in practice to be modified by a
number of practical considerations, including limitations in our knowledge of
how to solve poverty problems. our limited. resources, and the numerous constraints
of economic. political. and administrative feasibility. Because of the many
unknowns and constraints in the development process, an important function of
most A.I.D. programs will be to find and/or demonstrate cost-effective and
replicable ways of helping the poor by bringing them into viable dev.l~
systems.
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the special needs, problems and priorities of the intended beneficiaries;

In explaining the situation, the Mission should attempt to provide an in~~cation

of what is occurring rather than just presenting a static view. {When looking
at the status of various groups, it is important to identify trends;'sucn-as
changes in income or education opportunities.

Core Ques tions
To determine major characteristics of deprivation of the socio-cultural and
economic groups that make-up the poor majority, various factors must be
considered. These factors include: income; employment; infant mortality;
fertility; land holdings and tenure; and access to education, health and
other gover~ent services. In addressing the core questions it is essential
to recognize that a minimum 50% of the poor are women. Therefore, it frequently
will be necessary to analyze separately the'status-of men and women in order
to surface the particular problems of women. The purpose is not a checklist
but a judgment of, the neediest groups, what are their main problems; and (using
both national data and an aggregation of the problems of major groupsr'what
are the principal problems of the poor majo~ty as a whole.

(iii)

The analysis may be incorporated in either the summary strategy statement
and/or individual assessment, as appropriate so long as the reasons for
selection (both inclusion and exclusion) of target groups are made clear.
The problems of, for example, landless laborers, tenant farmers, or parti-
cular 5eographic areas should not be overlooked, even if it is not now iC~~
feasible to make them a major focus of our program activity. As stated ...,
above, the selection of an appropriate strategy should not be based simply
on:a determination of those.,in greatest need; the analy~is should identify that:
segment of the country's poor which A.I.D., with its current knowledge ana
'resources, can most effectively help.

In addressing the questions of target group selection, the Mission should
explain (using the Core Questions below to the extent they are zelevan~
useful) how it has derived its program focus and;

(i) the overall situation of the poor majority and the various groups
that comprise it;

(ii) the constraints and opportunities that influence or determine the
choices;

(iv) the relationship of the beneficiary groups and selected field of
concentration to the overall poor majority and their problems;

(v) additional "needs-oriented" R&D that will be required prior .tD
effective program and project delivery.

B.
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Examples of the types of questions that may be helpful as a guide in selecting the
prime beneficiaries of A.I.D.'s program and the relationship of that choice to the
overall country development situation and A.I.D.'s general policy emphasis are:

1. Income and Employment
What are the income and employment characteristics of the poor? What
are their income levels and what is the source of this income? Is the
problem a lack of job opportunities, low productivity or under-employment?
When an,alyzing income the broadest possible definition of "income"
should be used to ensure inclusion of factors such as self-produced
commodities, available food, leisure time, etc.

2. Land Holdings and Tenure
What is the relationshi9 between the size of land holdings or land
tenure arrangements and degree of deprivation? (What is the mini~
size plot necessary to provide an average family subsistance, given the
natural resource endowment of the country/region and'taking into account
off-farm employment opportunities in that country/region?)

3. Basic Services
What bapic services, such as health, education, nutrition, family planning,
~tc, are available to; the major groups among the poor? What is the
quality of these services?

4. Non-economic Constraints
To what extent is the status of the poor conditioned by their cultural,
religious, social, linguistic, tribal and other non-economic patterns,
e.g., rigidities limiting the involvement of women?

5. Participation
How do groups among the poor majority rate in terms of their participation
in decision-making and implementation of governmental programs? To
which gt~ups are host government's priorities, (policies, budgets,
programs) directed in various programs, 'or as a whole?

While these questions refer specifically to (static) descriptions of the status of the
POO)', it is desirable (often necessary) for progra~ planning to look back at the
causes of their major problems (e.g. population pressure on the land) and project
for,,'ard - what is likely to happen and what are its implications?

As stated above, these questions are examples. As such it is important that relevant
questions tailored to country-specific situations be developed for the preparation of
individual DAPs.

",......." '110&21
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Seeking an exception or otherwise modifying the A.I.D. goal.

Specification of Mission goals will flow directly from the assessment.
Activities such as providing small farmer credit, rural access roads,
upgrading of rural health services, or development of non-fo~l

educational services do not stand on their own as A.I.D. priorities, but
rather must be justified by analysis as means towa.rd aeetina spee1fie
priority h~n needs.

B. Goal Statements
At the conclusion of each assessment, Missions should b~ ~a position to
provide a statement of A.LD. goals and an approximation of the level of
resources required to accomplish the goals. The various goal stateaents
should also be summarized in the DAP S~ry Strategy Statement.

an estimate of the level and type o( resources required to accomplish
the goals

a precise identification. of the intended beneficiaries of A.I.D.'s
program

Establishing as an A.I.D. goal the modification of a national lOal
which wculd be more consistent with A.LD. objectives.

Host country and A.LD. goals and objective. may not be eonaistent with
each other. Hence, it is i!fortantto distinlui.h and reconcile A.I,D.
and ho~t country goals. This may be accomplished by:

Selecting host country goals for support which are consistent with
A.LD. objectives and compatible with higher order host country goals,
e.g., fostering production by small farmer target group. in support
of host country national production goal.

';

VI. Aesessaentsl!
A. Introduction

As a result of the inquiries undertaken in the course of an usessment
Missions should be able to provide:

11 Assessments may have as their focus a particular sector, sub-sector, geographic
area, target group, etc., as such the use of the word "sector" 1lI1.ght be inapproprbite
to identify the assessment.

..,......... ,......
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Out of such a process the assessment should arrive at program goals which are derived
from the analytical description of the poor and be compatible with host country goals.
Having an e!plic1t statement of A.I,n.'o goals is primarily to serve A.I.D. purpO!!
of articulating aft overall stratelY and deciding what kind of proaram to support.

The assessment can make an important contribution to the planning. programming and
evaluation process by defining these basic goals. setting forth explici~y the
development hypotheses used, and describing the conditions deemed necessary for
goal achievement. Precision in the definition of goals and the needs they are designed
specifically to address, completeness and accuracy of assumptions about the conditions
and relationships wh4ch will prevail in the future, and the reconcilation of host
country and U.S. interests, will strengthen the planning of projects to meet these
goals.

C. Core Questions
As indicated in the recently issued Education and Human Resources (EHRD)
Guidelines (AIDTO-90, 2/18/76) assessments must begin with and be structured
around an intersectoral and hence broad view of the poor. Such a profile
provides meaningful parameters around which the assessment of any given
field can proceed. Thus, although additional guidance messages will soon be
issued parallel to the EHRD guidance, there are issues which should make up
the core of each assessment.

1.

3.

Review of country goals, plans and programs.

Government planning for the sector: the realism of its stated
goals, the desirability of objectives in terms of A.I.D. policy,
political dynamics and relation to development commitment and
effort.

Assess the outreach and effectiveness of the current systems.

Specification of critical constraints to development, actionable
alternatives and priorities.

Relation of the field being analyzed to other fields in terms of
development priorities. Is the government over-stressing or under
stressing the field in question? Or is the emphasis about right?

The specific problems of under-employment and income maldistribution
as they affect the field, and the source of those problems within
existing economic, non-economic (social, cultural, political), and
ins ti tu tiona1 rela tionsh ips.

UNCLASSIFIED
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7. What are other donors already doing in the field? Is this sufficient
outside help in terms of the gaps and priorities? Can A.I.D. programs
have a constructive influence on the direction of other donor programs?

8. Links between the assistance proposed, the government's development
plans, and the priority development problems should be described in
detail. When considering a PL 480 program, past, present and projected
food gaps, constraints and strategies to improve food production,
storage and distribution and anticipated impact of food aid on domestic
production and balance of payments. should be considered.

9. How adequate is the information and what are some of the constraints to
improved data and analysis? What steps are required (and their costs)
to ease these constraints? What are the ways in which the institutional
capacity for analysis requires strengthening and which institutional
capabilities can in turn, most effectively contribute to improved
decision making?

UNCLASSIFIED

- Non-economic factors which give the field its traditional character
istics; these factors become more important as the country seeks to
extend the benefits of development to groups who may respond less
vigorously to economic incentive and as relative emphasis shifts
away from previously dominant groups.

The ~op two or three constraints on development (priority development
problems) and their interrelationship.

6. What role can foreign assistance play in assisting the government to
promote development of the field by addressing priority development
problems? This will depend upon the nature of the principal constraints
on development--there are some problems foreigners cannot and should not
try to solve--and upon the adequacy of the government's development
progra~-is it worth supporting?

5. To what extent are policies such as fiscal and monetary~ wage rates, and
foreign exchange rates conducive to achieving host country and A.I.D. '
development objectives, specifying,·those IDOst rel1!vant to l'rieri.ty,go:aJ.,.
including for example, increased production, increased employment, improved
income ~istribution, and balance of payments equilibrium?

4. What other plans and programs has the host government considered, or
should have and rejected? What is the Missions judgment as to reasons for
r~jecting these courses of action, and feasibility of influencing government
choices directly -- or indirectly through A.I.D. programs?

_"_._T N_O_._....L... C_L_A_.._I.......u..Cu."....T..c:fO~NLo;L\..I:"I,.w.It-..-----:rAH~__._:~ "r.;;..L.&-.
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12. What program goals does the Mission propose for this field? What
approach (methods, mechanisms or means) are needed to achieve them?
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Past and present development policies ~nd priorities of the host govern
ment alld likely development priorities for the future. Mission. judgment
on the development implications of these priorities.

Economic and social developments over the past several years, including
the economic, political and social factors (including demographic)
affecting development.

The length of the Summary Strategy Statement will obviously vary depending
on the country and on the number of fields in which major U.S. assistance
inputs are contemplated. It should be logically complete and concise.

The summary should contain:
Development Overview
Priwe Beneficiaries
The Missions 3-5 year PTogra~ Strategy (Goals)
Proposed Range of Resource Requirements
Proposed Manpower Requirements

11. Programs,both current and planned, sponsored by the host country (with
involvement of A.I.D. or other donoTs) which the Mission believes will
produce results or knowledge applicable or of interest to e.her
countries or AID/W.

10. What additional R&D work is necessary prior to final prolram desilft?
Are there preliminary pilot projects that should be developed? Are
special efforts needed to develop new methodologies and/or analytical
techniques?

13. What is the Mission's estimate of the alOOunt oflJ.S.as&:l:st;a~ce requirtid
to achieve this goal?

B. Development Overview
This is the part of the DAP where macro-economic issues and overall host
country plans, priorities and programs are examined in the broadest terms,
including summary appraisal of:

VII. Summary Strategy Statement
A. Introductjon

The Summary Strategy Statement is the part of the ~: ~~U~ lll1Pi~.;pq1ls
together information available from the analytical description of the poor
and assessments into A.I.D.'s 3-5 year strategy for the country.

C~._"IC.TION 1......-
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Missions should segregate out of the tota1 estimate of resource reqUirements
the amounts of funds and types of programs which might be implemented under
Title XII. This information will be used in preparing the sliding five-year
projection the Agency is required to sub~t to the Congress annually. The
specific form in which this information should be provided will be the subject
of a subsequent message. (See also AIDTO CIRC A-lSO, dated 3/19/76.)
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Ongoing and planned host government programs and overall levels of
financing, including the government's budget and external assistance
from all sources.

UNCLASSIFIED

Speciiy necessary needs-oriented research that will be required to
formulate the basis for later programs.

State goals to be achieved and how the proposed program will achieve
these goals.

Mission should be in a position after identifying their 3-S year loals,
to approximate the range of resources, (including the PL 480 and RIG's),
required to effectively implement the proposed strategy. The precise
level of resources actually allotted will of course depend upon the:

Quality of projects submitted.
Availability of resources to the Agency.
Relative need of the country for concessional assistance and an
evaluation of country's performance, e.g., how well did the
country employ available resources and des~gnand imp1ement policy
and programs.
Other demands on Agency resources.

Identify problem areas selected for A.LD. assistance and discuss
why they were chosen as opposed to others.

In considering resource rcquircucntB Missiono should rec.gnize that
mnounts should be high enough to have an impact and yet reasonable
enough to bc practical.

E. Proposed Range of Resource Requirements

D. Mission's Three-Five'Year Program Strategy (Goals)
For those fields in which major U.S. assistance is identified as
appropriate:

C. Prime Beneficiaries
Based on the analytical description of the poor and the assessments,
identify the intended beneficiary for A.I.D. assistance along with a
discussio:'l of why the particular group was chosen as opposed to others.

.. 'Do...... '''NI
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F. Manpower Re9uire~nts

After the Mission has arrived at a strategy and a determination of resource
needs. it should be in a position to approximate the type and level of
manpower it will require to effectively implement the proposed program.

VIII. Updating or Revisins DAPs
In general. ic is anticipated that the DAP strategy will provide a valid
three to five year look at where the country and A.I.D. are at the present
time and where they should be going.

DAP revisions may be required if or when:
As a result of the on-going assessment process. it becomes evident
that original assumptions. goals. target group selections or programs
are no longer the best choices.

A basic change occurs in the host country's political. economic. or
social situation that fundamentally alters the validity of the
assumptions on which the approved DAP strategy is based.

A basic change occurs in a sector or geographic area of the recipient
country which suggests a significantly reduced Dr expanded A.I.D.
effort.

It becomes necessary to basically change A.I.D.'s style of operations in
the country.

It is important to keep DAP strategies current. Therefore. Missions should
review their strategies annually and provide a validation statement in their
Annual Budget Submission (ABS). If in the Mission's review of its nAP. a
decision is made that an update or revision is needed. the Mission will provide.
in the ABS. an outline of scope of work of the proposed revision. with a time
table for preparation and submission. and indicate whether AID/W or contract
assistance will be needed to undertake the analysis and preparation of the
documentation.

In its review of the ABS' AID/W will also review the DAP strategies and the
Mission's validation statement in the ABS and come to its own conclusion
regarding the continued validity of the DAP strategies. If AID/W arrives
at a different conclusion from that of the Mission, a telegram will be sent
advising the Mission of the nature and extent of the strategy modifications
suggested or issues to be addressed.

At the time (August 15) Bureaus submit their budget requests to PPC they will
also submit a schedule for the receipt and review of DAP documentation.

UNCLASSIFIED
CLAS.,".CATION



AIKlJMIII

CLA••''''CATION
UNCLASSIFIED

UNCLASSIFIED 18 0 .. 19

DEPARTMENT OF ::irATE

NO. CLAN'I'.CATION

If there are unresolved questions at the end of the meeting, the regional bureau
will either convene a follow-on review session within the same time period, prepare
an issues paper for transmittal to AA{PPC for resolution. AA/PPC may resolve the
issues on the basis of the paper, may chair a meeting involving the.disagreeing
parties or may, in cases where there are irreconcible differences with major AID
wide policy implications refer the issues to the Administrator for resolution.

AID{W Review and Approval of DAPs and DAP Revision
The principal responsib1ity for arranging the review of each country or sub-regional
DAP rests with the appropriate geographic bureau. Geographic bureaus will arrange
for distribution of the documents within A.I.D. and to other involved agencies and
ensure that spare copies of each DAP are available to satisfy normal demand sub
sequent to the initial distribution. PPC, TAB, PHA and Office of Management and
Budget, the State Department, and other bureaus and offices as appropriate, that
receive copies of each DAP are invited to submit critical comments ~n the DAP to
the appropriate geographic bureau and participate in the bureau or PPC-chaired
review. Three weeks will be allowed for distribution and preparation of comments.·
When comments have been received from all appropriate reviewing bureaus and office.,
a final review meeting is scheduled. In most cases, such meetings will be chaired
by the Regional Assistant"Administrator, but in selected cases, the meeting may be
chaired by' AA/PPC or the Administrator. The meeting will include appropriate
personnel from all the reviewing offices in AID/W, other involved agencies, and
when possible, personnel from the mission. An agenda, prepared in advance, will
include those issues raised by the bureau and other AID{W offices.

An updating or revision of a DAP Summary Strategy may not necessarily require a
revision of assessments and vice versa. However, if either is revised or up
dated, the document submitted should provide comment on the anticipated impact
of the revised strategy on either the assessments or the Summary Strategy.

If all issues are resolved at the final review meeting, a cable tg the mission,
indicating approval of the DAP and including a summary strategy statement of the
agreed strategy and goals is drafted by the geographic bureau and cleared by AA/PPC
(or the Administrator ,in cases where the meeting is chaired at that level). The
cable should explain decisions taken and provide constructive guidance. In some
cases additional information or analysis may be required of the mission. In th~se

cases final approval of the DAP must await AID!W receipt of the requested material.
AID/W will review and provide comments to the Mission within 60 days after receipt
of the DAP.

The ABS DAP validation statements to be submitted for FY 1978 should be
especially thorough since they will present the first appraisal by the Mission
of appropriate analysis and documentation required to adapt their existing DAPs
to this new guidance. Some additional analysis of the poor, their social
problems and target group selection will probably be necessary for most Missions.

Missions are ~ncouraged to develop the most appropriate techniques for updating ~
their DAPs to minimize the scope of review at the project level and achieve
efficiency in their analytical efforts .

IX.

~O.T
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Once final resolution is made, an airgram is drafted, as described above, cleared by
the official who resolved the issues and transmitted to the field as DAP approval. The
airgram, along with the reviewed documentation, then becomes an integral coq>onent
of a DAP.
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PL 480 Title I as a Development Resource--Genera1 Guidance
aqd Instructions for Preparing PY·1978 Title I Proposals

A. AIDTO CIRe A-201, Annual Budget Submission Guidance for
FY 1978

B. AIDTO CIRC A-239, Program Guidance for FY 1978
C. State 11867, AAC Decisions on Title I as a Development

Resource
D. AIDTO CIRe A-286. Revised DAP Guidance

r-I?OM _

SUBJt:C.1 _

2. Part I conveys guidance. This guidance supersedes in part the
guidance nay in Handbook 4, Chapter 7 (:Ron-Project Assistance--PL 480
Title I Program) which will be revised to incorporate it. Section A
sets forth as background some general tho~ght13 on the means by which

SUMMARY

1. The purpose of this message is to transmit (1) guidance on increasing
the developmental impact of PL 480 Title I 'programs and (2) instructions
for preparation of the Title I proposals which are to be submitted as
annexes to the FY 1978 Annual Budget Submission (ABS) (see Ref. A). If
it proves impossible to gather and analyze required information in time for
the budget submission on June 30, posts should provide a brief explanation
of their plans and should plan to transmit the required proposal for
receipt in AID/W not later than August 15.

Note: This atYgl1llIf repeats Ii cable from tbe Administrator to !.LD.
Direc~ and Representativ88 on this. subject and encloses copies of
paper and the Minutes of th~ May 5, 1976,meeting of the Development
Coordination Committee.

AATA 2
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PHA 2
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NE 15
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LA 15
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C
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2. In countries with a demonstrated need for food aid, beyond normal
commercial imports, there are a number of means by which Title I food
aid can be used effectively to contribute to economic development; these
are not mutually exclusive. Among them:

5. Part II gives specific instructions for submission of Title I
proposals for FY 1978.

IA. BACKGROUND

(a) As foreign exchange support, if the PL 480 commodities are to
supplement normal commerCial 1lDports (with assurance that usual marketing
requirements are fulfille~) and if the-fore18J1 exchange saved by the
transaction is.used for developmental purposes. Such a use is particu
larly appr~priate for recipients with regularly recurring food import needs.

(b) As supportforthe<le:v~.1opmeD.tQl>jec1:iYE!Elof the budget through the
use of generated local~rencyrevenuesfor developmeut purposes.

1. Over the past several years it has become increasingly apparent
:hat foodwil! have a central role in the future development of the
int.ernational.e~oo.o~._.__lfJl_resent trends .in. population growth and
d~~1:I':I.bu~.tClJ1of food jlr_oduct1oncQtlt~nufa,many .les_s d~!ero~(r coUntries
will confront widespread hunger and malnutrition and ever more4irrrrcu~t

balance of payments problems. The United States is co~itted to helping
LDC's to achieve and maintain a better balance between food production
and population growth and to mitigating, at the least, the disincentive
effects of food aid, -or, preferably, enhancing the incentive effect on
agriculture production and general economic development. In order to
increase the possibility of success we must ensure that food aid programs
work·'"ft1"tandemWi.th~ourdollar88si-stilftce8ftdwith the development efforts
of recipients.

3. Section I B summarizes the analytical and procedural steps that have
been approved by the Development Coordination Committee to integrate the
planning and programing of A.I.D. dollar resources and PL 480 Title I
food commodities. Included is a description of the procedures to be
follm.red to gain access on a priority basis to the Ilcore ll program.

food aid can be used effectively to contribute to economic development
and describes the context of these instructions.

4. Section I C poses a series of questions to provide guidance for an
analytical approach to and muiti-year planning for the uses of Title I
food aid. These should be addressed in a DAP revision. or pending such
a revision. in an abbreviated DAP substitute to be submitted with the
Title I Proposal. or budget request.
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(c) As part of a larger package of financial and technical assistance,
from the U.S. and other donors, to provide bargaining leverage for
desired policy changes.

(d) As food, when countries lack sufficient resources to buy commercially
to fill the gap when demand for food is riding relatively rapidly, due to
population increases and income growth, while domestic food supply is
rising more slowly; also, in such a situation to dampen the potential
inflation in domestic food prices.

(e) As food distributed directly to lower income people, not only to
improve their nutritional status and therefore their 'ability to do
productive work but also through creation of jobs in the public sector
or other programs to reduce the proportion of their incomes required for
food purchases, to increase their purchasing power for non-food commodities.

(f) As food, to build country stocks to stabilize prices and hedge
agai.nst future, possibly cyclical, production shortfalls.

3. Amendments to PL 480 enacted in the International Development and
Food Assistance Act of 1975, PL 94-161, require that greater emphasis
be placed on the development uses of food aid and that, in allocating
Title I commodities, the efforts of recipients to increase domestic
agricultural production, especially through small farm agriculture, to
improve distribution of food commodities and to reduce their rate of
population growth must be taken into consideration.

4. The Development Coordination Committee met on May 5, 1976 to
cons:f.der initial A. lop. proposals for complying with the new statutory
requirements. These included: (1) changes in the PL 480 programing and
budgeting procedures, for all countries, to incorporate rigorous
analysis of the role of food aid in each country's development objectives
and strategy; and (2) establishment of a "core program" procedure whereby
U.S. missions could establish a priority claim against a core quantity
of PL 480 commodities for those countries that have formulated plans
to use food aid as an integral part of the development planning,
particularly in the agriculture sector.

These proposals were endorsed and I have approved a paper recording them.
Each post will therefore now be expected to include an analysis of the
development role of food aid in its DAP, to justify its annual budget
proposal for Title I in a Title I proposal to be submitted with the
Annual Budget Submission, and, if it wishes the recipient to be considered
for inclusion in the core program (describe~ below), to submit supplementary
justification as needed in a program paper which indicates:

(a) The additional development effort the post will seek in negotiation
with the recipient government in return for greater assurance of receipt

UNCLASSIFIED
CLASS;"CATIl,;lN
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While the specific request for food aid will be
year, it should be based on multi-year analysis
should relate Title I inputs to sector goals.

'JHC~~iM'M1l.

All previous requirements for approval of a
in effect; that is, balance of payments and
usual marketing requirement considerations.
analysis requirements will be as follows:

1. In the long run the PL 480 program in each country receiving A.I.D.
economic assistance should be based on the same rigorous planning that
underpins dollar funded A.I.D. activities. Missions planning Title I
programs should prepare or revise the~r Development Assistance Program
(DAP) within the next year or so to devote appropriate attention to
food aid and its potential development impact in the context of a sector
assessment" For FY 1978, and for posts without A.I.D. missions or
approved DAP's this step will be combined with step 2.

I.B. PLANNING AND PROGRAMING PROCEDURES

2. In addition to the broader DAP analysis discussed above which will
serve as the fundamental basis for determining those Title I programs
tnathave considerable potential for contributing to development in
the recipient country, each mission or post proposing Title I assistance
for the coming budget year will submit a specific Title I proposal to
support the levels and types of commodities proposed in the Annual
Budget Submission (see Part II below). If an assured supply of a certain
level and'an early shipment schedule will contribute to the achievement
of objectives, a request for access to the core supply of commodities
should be justified in the Title I proposal.

5. Following theee initial moves to enhance the development impact of
PL 480 Title I, further approaches will be considered and further measures
will be taken. The Interagency Staff Committee (ISC) will give increased
weight to development issues in decisions on allocation of available
commodities. Proposals for implementation of the amendments to Section 206(b)
of PL.480 (the loan forgiveness provision) will be reviewed by the SOG
June J in anticipation of interagency consideration. USAID advice on
future moves is welcome.

The Office of Food for Peace, PPC'and the Regional Bureaus will have
the initial responsibility for applying the project review system to
rigorous review of future development justifications for Title I.

(b) the advantages the post perceives in early negotiation and planning
of a Title I program.

A I '

of certain amounts of Title I commodities and early shipment of these
commodities, and

~O.T
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In postS with an A.LD. mission, responSibility for preparation of
Title I proposals should rest primarily with the USAlD supported by the
agricultural attache and other members of the country team. Posts
without A.I.D. missions will rely on appropriate embassy officers and
may submit their requests by telegram or airgram.

3. On October 1 A.LD. will transmit its budget submission for all
programs to OMB requesting approval of dollar and PL 480 program l&vels
for the budget year.

4. Between October and January State/AID will prepare to justify those
programs that will have acCess to a relatively assured "core" supply of
commodities.

(a) The core program is a system to permit advance preliminary approval
of a priority designation in the allocation of PL 480 Title I for
countries that can demonstrate a significant link between the PL 480
resource and development. Countries with access to the core allocation
of commodities will have greater assurances than in the past of the
amount and timing of shipments. No binding commitments will be entered
into until after the availability of each commodity has been established
by the Secretary of Agriculture.

(b) Countries which do not request or are not approved for inclusion
in the core program may request Title I programs as in previous years,
but will compete for available re&ources on a lower priority basis and
will therefore not have advance assurance of amounts which may reasonably
be expected, or assurance of early shipment. In some cases, only a portion
of a countryls total Title I request may be included in the core, but the
country could compete for additional resources on a lower priority basis.

(c) Countries whose programs are primarily justified on foreign policy
grounds will not be included in the core program. However, we believe it
would be desirable to start a dialogue with these recipients on the food
aid/development relationship and to imbue these programs with as much
development content as possible. In cases where a portion of the program
can be justified on development grounds, posts may request inclusion of
that portion in the core.

5. In February State/AID will propose priority allocation to the
Inter-Agency Staff Committee, based on Washington review of post
submissions and assessment of the feasible level of early commitments
that are fully justified. For most medium to large-size programs
priority status will not necessarily be accorded to the total program.

6. The Inter-Agency Staff Committee will reach agreement on the
magnitude of the core and the countries whioh are to be given priority
access to the commodity supplies •

........... I..tal



(a) Data on the Agriculture Sector.
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(2) Pricing and production policies f.or ~gricu1tura1goodB, particularly
grains.

OAF's must devote appropriate attention to Title I food aid and its
potential development impact. Title II food,aid, though not the subject
of this message, should receive the same attention. Most USALD missions
have not covered food aid analytically in OAF's completed to date.
Revisions are therefore required (see Ref. D).

(3) Constraints on the expansion of agricultural production. storage
and distribution systems.

11. Delivery of core commodities will follow promptly during the first
lusrter of the (new) fiscal year or as required to meet recipient needs.

12. 'Depending on supply and price factors. agreements and shipments for
non-core countries or for non-core portions of other country proarams
may procee4 simultaneously or follow at a later stage throuahout the
remainder of the fiscal year. '

(1) Past and projected levels of food production, CODsumption,imports,
and year end storage levels.

IC. GUIDANCE ON INCORPORATION OF PL480 ANALYSIS IN THE AGlllCULTURE
ASSESSMENT OF THE OAF. •

10. Following U.S. crop reports in late summer and early autumn. individual
posts will be instructed to negotiate sales agreements covering at least
the priority component of planned programs.

7. A.I.D. will transmit its Congressional Presentation in February;
it will contain an illustrative allocation of commodities to all
countries within the approved budget.

8. From about February onward, p~sts which have been granted provisional
priority will proceed to joint discussion with recipient governments on
the PL 480 program and related development commitments.

9. In August or September these posts will update estimates of commodity
availabilities and requirements as necessary and report on the results of
discussions with recipients in Title I program papers. The ~08ram aapers
will serve as the basis for developing the Title I sales agreement. For
those countries not included in the "core" the Program Paper will present:
usual marketing and other data similar 'to those required under the present
system. For countries participating in the "core" the 'Program Paper will
update data presented in the Title I Broposa1.
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(4) Review of food requirements to alter the diets and improve the
nutritional status of the people, particularly the poor.

(5) Analysis of relationship' of projected food production increases
to the estimated growth in demand.

(b) Review of Past Impact of Food Aid.

(1) The general macro-economic impact from the resource transfer;
developmental use of foreign exchange saving and/or local currency
generations.

(2) The percentage share of domestic production and consumption of each
U.S.-provided food aid commodity over the past 8 to 10 years.

(3) Its impact on real prices of domestically produced food aid
commodities and their substitutes, and on other producer incentives
to domestic production of these commodities.

(4\ Its impact on nutrition; its distribution to 'the poor and other
nutritionally vulnerable groups.

(5) Other impact, e.g. on policy.

(c) Proposed Uses of Future Food Aid.

(1) Assessment of the prospects for improvement over the next several
years, in policy, production, building and storage of ~orking stocks,
distribution, nutrition, or other matters.

(2) The specific role to be played by PL 480 in contributing to these
improvements; discussion of alternative strategies if appropriate.

(3) The manner in which major sector goals supported by A.I.D. dollar
resources will be significantly assisted through the integrated use of
PL 480 resources.

(d) A range of planning levels for the next several years with identifica
tion of objectives to be addressed at each level and of commodities
proposed.

(e) Assessment of the political will, and ability, of the recipient to
carry out needed policy changes and support development programs in food
production 'and population control. Measures of commitment to agricultural
and rural development include:

(1) \doption of a clear set of priorities for agricultural development
with a time-phased plan for the development effort, an indication of

UNCLASSIFIED---



For FY 1978 this proposal is to be submitted as attac~ent6 of the ABS
and accompanied" by the DAP substitute described in Paragraph lIA above
(or a reference to 'the DAP if that document contains such an analysis). It

(6) Measures to increase incomes through expanded employment.

0 ..
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II. INSTRUCTIONS FOR FY 1978 BUDGET REQUEST.

B. The Title I Proposal.

(5) The extent to which rural development programs are tuned to the
special problems of the small farmer, e.g. research on crops that small
farmers grow, credit, extension programs, etc.

A. PAl Substitute.

(3) A commitment to adequate farm gate prices accompanied by provision
of key agricultural inputs at prices that permit sufficient incentive
to farmers using appropriate technology;

AIDTO ClRe A

It is clear that USAID ' s will not be able to undertake a broad ~lysis

of the impact of food aid before submitting Title I budget proposlls
this summer. Other posts do not prepare development planning documents
(DAP ' s). However, fully justified, well thought out proposals are
essential if A.I.D. and other members of the ISC are to; make judgments
Oft the potential development impact" of a Title I program and to assign
priority to budget requests. Therefore, to the extent possible within
the constraints of time, posts should submit as part of the ADS a
discussion of the issues raised in Paragraph IC above which relate to
their Title I request.

(f) The extent to which early assurance that Title I commodities will
be available on a planned basis during the fiscal year will facilitate
political andeconomic~ommitments.

financial and other resource allocations to be committed, and production
goals;

(4) A commitment to rapid expansion of rural education, organization
of rural people for effective decision-making, administration of
programs and mobilization of institutions and manpower for servicing
agriculture;

(2) Substantial investment in rural infrastructure--roads, irrigation,
electrification--to promote production and participation in the rural
sector and to make rural areas sufficiently attractive to personnel to
staff the necessary local development institutions;

..,,,·...... ' ..Nl
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(5) The plan for evaluating the impact of the proposed program.

(d) A program in which the Title I commodity itself will have the primary
development impact. as in a nutrition program.

(b) A program in which the recipient w~ll use Title I food to help
develop working stocks to stabilize or increase prices paid to farmers.

10Op9
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Approval of individual programs in the ISC will normally lead to sales
agreements covering no more than a l2-month period. However, the analysis
and joint U.S.-recipient country development strategy upon which the
program is based could cover a period of several years. Subsequent annual
Title I sales agreements could be derived from the same basic multi-year
strategy.

is due in AID/Washington June 30. 1976. Because of the lateness of this
instruction. however. posts may delay submission to August 15. The Title I
proposal is required to support the specific budget requests for commodities
for FY 1978 and inclusion in the core program. It should include:

(6) A description of the budget year commodities proposed, when they
should be delivered and whether or not early assurances of supply will
be important as the mission attempts to negotiate the program.

(4) An estimate of the recipient's interest in an ability to carry out
the proposed program.

(3) A description of the likely distribution of benefits from the specific
program being proposed; analysis of the prospects that the food aid
program will reach those most in need: That is. those who would benefit
from acquisition of the food commodity, from policy changes induced by
or programs funded by the proceeds from sale of commodity.

(c) A program in which food aid will help the recipient avert some
of the risk associated with an important change in policy or programs
designed to affect the food production/consumption balance.

(2) A description of the development program to which the commodity
resource will be applied. e.g.;

(a) A program in which the foreign exchange savings or the local currency
generations will contribute to budgetary support of particularly useful
development activities.

(1) A description of the need for the commodity credit, treating the
potential recipient's balance of payment position. the projected supply
and demand for requested and similar food commodities, usual marketing
data.
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I recognize that the burden of enhancing the link between food aid and
deve1opment--both in terms of physiCal workload and creative inspiration-
must fallon U.S. missions. I encourage you to make your best effort
and, after a little experience with this new process, to suggest modifica
tions based on the realities of .the country situations in which you
work.

I also recognize that many Title I programs serve a variety of objectives
in addition to developmental, and that mission leverage to use food aid
to obtain host government policy/action commitments in support of
development may be reduced accordingly. However there will be few, if
any, countries where improved analysis and planning of food aid cannot
increase the developmental impact. Missions should be aware that our
intention is to grant priority to those programs or portions of programs
for which there is strong developmental justification. In the case of
disaster or other urgent situations of course, the proposal stage will
be bypassed.

Attachments / ..
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Please send to: List G
excluding the following:

ANKARA
BEIRUT
GENEVA
LONDON
MEXICO
OECD PARIS
PARIS
ROME
TAIPEI
USUN NEW YORK
PARIS FOR UNESCO
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III. CONCLUSION.
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Summary

I~ Current assessments indicate that unless appropriate measures
are adopted. the lrain deficit of the early 1960's in the
developing countr es may more than triple by 1985 to upwards
of 85 million metric tons per year. The food deficit countries
will not have the increasing foreign exchange to import such
quantities commercially on a substantial basis. The top
priority for these countries must be to increase food production
and to use food aid in support of a development strategy which
seeks a better balance between food production and population
growth (pp. 1-3).

II. The United States has a unique combination of extensive agri
culture productive capacity. expertise. and ongoing development
assistance and food aid programs for improving the integration
of food aid with development programs. Recent amendments to
Public Law 480 and the FAA give added impetus to this policy
(pp. 3-4).

III. The United States must consider the role of PL 480 Title I
sales in the contexts of (a) the identification of a broad
development strategy. (b) the effect of that strategy on food
production in the developing countries and (c) the overall
longer term effects on the market for U.S. agricultural
exports (pp. 5-6).

IV. We must follow a more analytical approach to ensure that food
aid and development assistance programs work 1n tandem. The
Development Coordination Committee is asked to endorse the use
of the planning and budget procedure used for U.S. development
assistance to enhance the contribution of food aid to the
development efforts of its recipients (pp. 6-9).

V. The Development Coordination Committee is also asked to approve
a mechanism to reconcile the various PL 480 objectives. A.I.D.
recommends that the ISC designate a "core" quantity of PL 480
commodities that will constitute a preliminary assured supply.
In effect. this designation would establish a priority claim on
Title I resources that would permit U.S. missions to negotiate
specific commitments by the recipient for agricultural and
other development programs (pp. 9-13).

VI. Five hypothetical examples of Title I country programs for which
access to a II core" might contribute to the successful negotiation
of development activities are set forth (pp. 14-16).
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1. THE WORLD FOOD CRISIS

Unless present trends are corrected, the world could face a major
food crisis which calls for basic changes in food assistance
policies. According to FAO projections prepared for the World
Food Conference the average annual grain deficit in developing
countries of 16 million metric tons in the base period 1969/71
could reach 85 million tons per annum by 1985. The projections
assume, for developing market economies, a population increase
of 2.7 percent per annum and growth in grain demand of 3.3 per-
cent per annum. .

The FAO also assumeS an annual
rate of increase in grain production of 2.6 percent per year-
the average for 1960/61 to 1974/75. No allowance is made for
possible programs to alleviate malnutrition or changes in income
distribution which would increase demand by lower income groups.

At the average 1973/74 price of $200 per ton, imports of 85 million
tons would require an annual expenditure of some $17 billion, an
amount which is considerably higher than the total official develop
ment assistance flows from all Development Assistance Committee
donors in calendar year 1975.

The U.S. Department of Agriculture (USDA), starting with a base
period deficit of 20.5 million tons (1969/71) and estimating an
annual population growth rate of 2.4 percent, uses a range of
supply and demand conditions to project a grain deficit ranging
from 16 to 72 million tons by 1985. The lowest estimate of the
gap between LDC production and demand is derived from a very high
projected annual rote of growth in grain production (4.1 percent)
which assumes sharply increased inputs. The highest assumes high
income growth with trade barriers removed.

More recent projections by the International Food Policy Research
Institute (IFPRI) indicate that the shortfall in grains will be i"
95 to 108 million ton range by 1985/86 depending on the rate of
economic growth. Like the FAO projections, these do not consider
the additional amounts that would be required to improve diets or
the increased demand implied by possible redistribution of income.
The projections are based on an annual population growth rate of
2.7 percent and growth in grain production of 2.5 percent a year
based on the production trend of 1960/74, but the IFPRI points out
that the growth in grain production during the last half of that
period has slowed to 1.7 percent.

The FAO and IFPRI projections are not significantly different when
they are adjusted for differences in source date; e.g. FAO data on
rice are in terms of paddy, whereas IFPRI uses milled rice equiva
lents, roughly two-thirds of paddy weight; FAO has projected through
the calendar year 1985 whereas IFPRI projects through the crop-Year
1985/86. For a comparison of projections, see Table I, page 2.
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POTENTIAL CEREAL DEFICITS IN MARKET ECONOMY

(Non-Communist) LDCs, 1985 and 1985/86

Table I

USDA (1985) a percent
Alt. lIb 3.1 71.6
AIL I c 2.8 54.7
Alt. III d 2.7 48.0 ~Alt. IV e 4.1 16.8

Paddy!!/
4/

Paddr
FAO (1985) f 2.6 72.0 (85) (100)

IFPRI (1985/86) f Ad~usted~/
Alt. 1 ,g 2.5 86.6 (7 . 6) 108.3
Alt. 2 h 2.5 65.5 94.5
Alt. 3 i 2.5 40.9 72.9

Assumed Grain Production
Growth Rate

1/
ExpeGted Deficit- /
Net.Y Grossl
-million metric tons-

1/ Includes rice on a milled basis.
2/ Food deficit countries minus surplus countries
3/ Food deficit countries only.
4/ If rice were included on paddy rather than milled basis.
1/ Adjusted for comparability to FAO figure by (1) switching to calendar year,

(2) excluding pulses in India, and (3) excluding Taiwan.

a. Assumes annual population growth rate of 2.4%.
b. Assumes high income growth with trade barriers removed.
c. Assumes economic growth but high internal prices.
d. Assumes economic stagnation.
e. Assumes sharply increased inputs.
f. Assumes population growth rate of 2.7% (and income growth rate of 3.5% in USDA case). ~
g. Assumes high income growth (3.0%).
h. Assumes low income growth (1.7%).
i. Assumes 1969-71 per capita income.

IFPRI. Meeting Food Needs in the Developing World, International Food Policy
Research Institution (Washington, D.C.), Research Report No. I,
February 1976, pp. 2, 10, 12, 18, 42.

Sources:
USDA.

FAO.

The World Food Situation and Prospects to 1985, USDA, ETS, FAER No. 98,
December 1974, pp. 32-39.

Assessment of the World Food Situation, Present and Future, United Nations
World Food Conference, Rome, November 1974, E/CONF 56/3, pp. 87, 89, 91
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The projected food deficit will be highly concentrated in poor
countries with large populations--an estimated 40 percent will
be accounted for by India, Pakistan. Bangladesh and Egypt--but
will be equally serious in smaller countries where the quantities
involved are not so vast. About half the total deficit will be
in countries with annual per capita GNP of less than $200. Even
if exportable supplies can be produced in other parts of the world.
the food deficit countries are in no way likely to have the foreign
exchange to import such quantities commercially on a sustained
basis.

These data argue that the top priority is for the prospective food
deficit countries to increase food production. Pending sustained
increases in food production many poor developing countries will
continue to need food aid. Food aid can. with intelligent planning.
playa major role in the development process by assuring supplies
while the underlying production strategy is pursued. Such planning
.must ensure that food aid does not impede efforts to increase food
supplies by acting as a disincentive to local agricultural production.

THE U.S. LEADERSHIP ROLE

The United States, with its unique combination of extensive agri
culture productive capacity and expertise, humanitarian principles
and international outlook should take the lead in improving the
development aspects of its food aid, not only toenhan~e its own
development assistance programs but also as an example to other
food donor nations.

Secretary Kissinger in his address to the World Food Conference
in Rome stated that .•.

"our minimum objective of the next quarter century
must be to more than double world food production
and to improve its quality. To meet this objective
the United States proposed to this Conference a com
prehensive program of urgent, cooperative world-wide
action on five fronts increasing the production of
food exporters; accelerating the production in deve
loping countries; improving means of food distribution
and financing; enhancing food quality; and ensuring
security against food emergencies."
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Secretary Butz. the leader of the American delegation to the World
Food Conference. promised an increased U.S. commitment to inter
national food aid to assist food deficit countries while long-term
food production development goes forward.

The Congress has expressed interest in improving the food aid
links to development in recent amendments to the Foreign Assistance
Act and PL 480.

Specifically regarding PL 480 Title I. amendments enacted in the
International Development and Food Assistance Act of 1975 are in
tended to reorient the priorities of the program to accord greater
emphasis to self-help and to the developmental uses of the proceeds
of the sales of the Title I food commodities. Added language more
explicitly spells out the self help efforts of recipient countries
that must be taken into consideration in allocating Title I commodities.

Section l03(a) of PL 480. the Agricultural Trade Develop
ment and Assistance Act of 1954. now reads: The President
shall "take into account efforts of friendly countries to
help themselves toward a greater degree of self-reliance.
including efforts to increase their own agricultural pro
duction. especially through small fanm agriculture. to
improve their facilities for transportation. storage. and
distribution of food commodities. and to reduce their rate
of popul ati on growth."

Section l06{b) contains new language: {l)" ... In negotiating
such agreements with recipient countries. the United States
shall emphasize the use of such proceeds for purposes which
directly improve the lives of the poorest of their people
and their capacity to participate in the development of
their countries. (2) Greatest emphasis shall be placed
on the use of such proceeds to carry out programs of agri
cultural production. rural development. nutrition and
population planning ... l1 and (3) In entering into agree
ments .•. "priority shall be given to countries which agree
to use the proceeds from the sale of the commodities in
accordance with ll an agricultural development plan that meets
certain criteria.
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III. THE LONG RUN DEVELOPMENT ROLE OF PL 480 TITLE I

In recognition of a possible chronic world food shortage. the
United States must consider the role and the interrelationship of
PL 480 Title I in the contexts of (a) the identification of a
broad development strategy. (b) the effect of that strategy on
food production in the developing countries. and (c) the overall
longer term effects on the market for U.S. agricultural exports.
Food aid can playa positive or negative role.

It is important to recogniie that a successful policy for rapidly
expanding local agricultur~l production for improving the welfare of
the low income peoples of the world is necessarily part of a broader
strategy that increases employment and the purchasing power of the
lower income people. However a shorter term dilemma is presented.
In most developing countries food production fluctuates substantially
from year to year. Further. the me~ns of increasing agricultural
production are substantial and complex and. initially. employment
and income-increasing programs plus population growth may possibly
cause growth in demand for food to exceed growth in supply.

The potentially constructive role of PL 480 is apparent in this
context. Not only may the proceeds of sales be used to finance
programs to increase agricultural production but the commodities
contribute to providing that certainty of supply. in the face of
lags in production and fluctuating weather. which is so essential
to confidence in accepting a strategy to raise incomes and create
a demand for expanded local food production. For the longer run.
a range of devices may be pursued to increase production and improve
distribution in order to ensure the necessary food supplies. In the
short run the assured supply ("core") mechanism set forth in this
paper is intended to provide the incentive and the basis for getting
on with the job.

It is also important to recognize the implications to long-term U.S.
commercial agricultural exports of a strategy that emphasizes domestic
food production in the developing countries in concert with programs
to increase the participation of the lower income people in economic
processes~ In such a strategy demand for food is expected to increase
in human welfare. It is to be expected. however. that some countries
will find demand growing more rapidly than the supply of specific
commodities. At the same time their relatively greater success in the
non-food producing parts of the economy will provide purchasing power
for financing commercial imports of these foods. It is such countries
which offer immense potentials for U.S. commercial exports, potentials
which will be much greater if they follow demand-expan~ionary policies
than if they do not.
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Specifically, Taiwan is regarded universally as one of the great
success stories in agricultural development. Yet because of the
rapid concurrent increase in 'demand for grain and the limited
cultivable land on the island, Taiwan imports a very substantial
proportion of its total grain requirements. South Korea and Japan
can serve as other examples. It need hardly be stated how great
the trade implications are for U.S. exports if countries with
populations many times that of Taiwan, South Korea and Japan'were
to follow the development strategies implicit in the above.

In the long run, of course, the goal of U.S. assistance is to help
the developing countries to. supply themselves with a nutritionally ~
adequate diet. If their tastes and purchasing power permit, some
countries may choose to import foodstuffs on a commercial basis.
The United States would be in a position to continue to compete in
those markets.

The PL 480 Title I program, properly defined, can playa significant
role in influencing countries towards strategy to increase local
incomes and production, thereby helping to meet the humanitarian
objectives of the Congressional mandate as well as the long-run
commercial objectives for the United States' agricultural sector.
Each country context will differ, of course, and in each our ability
to effect a specific linkage of food aid to development will depend i'.
upon careful analysis, planning and consultation by the recipient, ~
the U.S. mission and interested agencies in Washington. Food aid
plans must be constructed to ensure that U.S. food aid does not
act as a disincentive to local agriculture production (e.g. by de-
pressing prices paid to farmers) and that it is linked with other
development programs to achieve needed additional policy changes
and convni tment of resources by the reci pi ent government.

IV. COORDINATION OF PLANNING AND PROGRAMING OF PL 480 TITLE I AND
DEVELOPMENT AID

The Problem

The full potential impact of PL 480 Title I as a tool for development
has not been realized. Because it has not been our practice to base
Title I program decisions on analysis of the economic impact of the
food assistance, we have not fully understood whether that assistance
has had a positive or negative effect an the capacity of the recipient
to achieve a secure equilibrium between food production and population
growth.

.:.'.';','..,
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Proposed Planning and Budget Procedure

The system used for programming A.I.D. dollar resources could readily be
adapted to bring closer together the planning and programming for food
aid and development assistance. With the advice and guidance of other
interested members of the Interagency Staff Committee (ISe), A.I.D. is
prepared to take the lead in developing and carrying out proposals for
enhancing the development impact of Title I food aid. The general pro
cedure would be as follows:

1. U.S. missions would be instructed to devote appropriate attention
to food aid (both Title I and Title II) and its potential develop
ment impact in preparing or revising the development assistance
plan for the country. An A.I.D. mission customarily analyses the
development situation of the country, defines the objectives of
U.S. assistance and proposes an assistance strategy in a multi
year program planning document, the Development Assistance Pr09ram,
or DAP. Although the analytical section referring to agriculture
and food production in some cases now addresses food aid considera
tions, more rigorous analysis of the impact of food aid on develop
ment, including possible disincentives to agricultural production
will be required. It should include at least the following:

the historic, current and projected data on production, con
sumption, imports, end-year stocks;

the constraints to improvement in food production, storage
and distribution, alternative strategies to address these,
and a range of planning levels;

a detailed and specific review of recent experience with the
effectiveness of the food aid program, with particular
reference to policy constraints and the impact of the pro
gram on domestic production, including any disincentive effect,
as well as its effect on the balance of payments;

justification of the purpose of food aid programs, with ref
erence to the broader economic role which food aid can have,
such as its role in providing foreign exchange support, budget
support, or in dampening inflation;

assessment of the political will, and ability of the recipient,
to carry out needed policy changes and support development
programs, in food production and population;

the extent to which political and economic commitments will be
enhanced by early assurance that Title I food commodities will
be available during the first part of the fiscal year;

analysis of the prospects that the food aid program will reach
those most in need: that is, those who would benefit from
acquisition of the food commodity, from policy changes, or from
programs funded by the proceeds from sale of the commodity.

Field instructions will include detailed instructions on the
analysis required.
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2. Fbr Title II,A.I.D. and the implementing agencies have
agreed upon a program and budget review system that is
closely related to that used by A.LD. for dollar-furrled
programs in order to strengthen the developmental
aspects of both governrnent-to-governrnent and voluntary
agency programs.

3. Fbr Title I, A.LD. would require an annual budget
request.

-- A Title I Proposal derived from the DAP strategy, ani
including a multi-year projection of food aid needs,
would be forwarded to Washington as an integral part of
A.LD. 's annual budget request fran the field.

-- 'The Proposal would make a specific request for
budget year commodities; e.g. the June 1976 Proposal
would request a budget for fiscal 1978. This Proposal
would have full country team concurrence including
~~t of the Agriculture Attache.

-- State ani A. I .D. would review the proposals ani A. I .D.
would prepare the PL 480 Title I portion of its annual
submission to C»'IB, due October 1. (USDA will at the
same time be preparing a budget based on projected
commodity levels.)

-- 'Those posts seeking to participate in an early approval
ani negotiation procedure (see paragraph V below)
would present necessary justifications.

4. 'Ihe general procedures leading to a Title I sales agree
ment would not differ substantially fran those presently
followed but decisions would be based on more rigorous
analysis, submitted initially in the DAP and Title I
Proposal ani amplified in a program paper.

-- After establishment of the C»'IB nark State and A.LD.
would make an allocation of the PL 480 Title I budget
among countries for purposes of the annual Congressional
Presentation.

-- To amplify justification of its proposed annual program
each mission would prepare ani submit a program paper
treating with balance of payments needs, the proj ected
supply am deman1 for requested food corrroodities, am
historic import and export patterns in relation to the
unierlying multi-year plan.

-- For countries for which access to the "core" is proposed.
(see below) the missions' negotiating objectives, Le.,
the additional development measures to be urrlertaken in
return for priority consideration in Title t allocation,
rust be described. . The measures will vary from country to
country but might include policy. changes affecting agri
cultural development, such as pricing policies; changes
in host country budget allocations for particular activities;
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agreement on the use of PL 480 generated counterpart for
particular activities" or other similar kinds of commitments
which the local government might not otherwise be willing to
make.

Approval of individual programs in the ISC will be based on
normal ISC procedures with due consideration for developmental
implications of each as set forth in the program paper.

As is the case at present, the sales agreement would not normally
cover more than a l2-month period. However, the analysis and
joint U.S.-recipient country development strategy upon which
the program is based would cover a period of several years.
Subsequent annual Title I sales agreements could be derived
from the ~ame basic multi-year strategy.

The Development Coordination Committee is asked to endorse this planning
and budget procedure for pC 480.

V. AN ASSURED SUPPLY FOR TITLE I PROGRAMS--A "CORE" QUANTITY OF COMMODITIES.

The Development Coordination Committee is also asked to approve the
des1gnat1on-each'yeat'of'a' ifCore"guantityof commodities. Such a
designation of an assured minimum supply would enhance our ability to
negotiate commitments to development measures.

The Problem

While the impact of PL 480 Title I upon development can be improved with
more systematic planning, one of the major problems--the unpredictability
of the program for the recipient countries--cannot be remedied without
some assurance that a minimum supply of commodities will be provided.
Under the present system a country remains uncertain as to whether it
will receive PL 480 Title I food aid, the amounts of commodities it will
receive and the timing of deliveries, often not knowing until very late
in the fiscal year. Sucn uncertainties often prevent us from negotiating
more than token commitments to development plans associated with PL 480.
If U.S. missions are to complete the planning and program design necessary
to ensure that Title I food aid has a positive development impact, they
must have reasonably firm assurances of commodity availability and delivery.
At the same time some way must be found to reconcile this need for an
assured supply with the need for flexibility and the protection of other
objectives of PL 480 such as U.S. domestic food security, commercial U.S.
exports, response to emergency food needs and support of foreign policy
objectives.

Proposed Procedure for Establishment of the IICorell:Quantit,y;()f~Coli1lt1odities

Based upon expanded country data submitted in program papers A.I.D. would
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make a presentation to the ISC each year to select the country programs
for which it recommends access to a "core" quantity of commodities, an
assured supply against which these U.S. Missions could enter into early
negotiations with recipient countries in return for specific commitments
to agricultural development in accordance with an agricultural develop
ment plan and broad sectoral strategy.

With provisional assurance of a quantity of PL 480 food commodites, a
government would better be able to plan its allocation of foreign ex-
change and budget outlays for food imports. It would be able to make ~
policy changes with reasonable assurance the food commodities could be
provided on a timely basis to cushion possible short term increases in
the food gap. Furthermore, decisions on matters crucial to creation of
incentives to farmers, such as floor prices, could be made with sufficient
lead time to have the greatest possible impact--such measures must be
implemented prior to planting, not after the harvest.

The ISC would determine the total magnitude of the "core" based upon the
following considerations:

the underlying analysis of the food deficit and the ways that
~~~~l~~~e~~~ enhance food production and promote economic ~

the specific fiscal, monetary, institutional or other policy
measures a country is prepared to undertake if a certain
quantity of PL 480 commodities is assuredly to be made avail-
able;

the proportion of a total country program for which early
planning might take place.

This procedure would, in effect. establish priority claims on the PL 480
Title I resources for the following fiscal year, always subject. of
course, to final determinations of availabilities. The normal supply l.~'.

and demand ana.lysis to demonstrate food deficit and bal ance of payments •
justifications would continue to be required, and provisions'for usual
marketing requirements would continue to be applicable.

If a Mission fails to achieve adequate and specific commitments during
negotiations, the country would not remain eligible for participation in
the core program. This would not affect its ability to request PL 480
resources outside the core program; that is, only the priority in alloca
tion would be withdrawn. If a country makes commitments and fails to live
up to them it may not lose its PL 480 allocation, but such experience would
be taken into account in future year decisions on priority allocation.

Table II, page 11, presents an illustrative program and budget schedule. ~
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Table II

Illustrative Schedule for Planning
ani Conmitment of PL 480 Title I Programs

For Fiscal Year 1978

-- Title I Proposal am budget year request fran
U.S. Mission submitted to A.I.D. in the Annual
Budget Submission.

-- A. I .D. and USDA submit budgets to aVJB, for
dollars ani corrrncx:iities respectively.

-- Expanied proposals (Program Papers) to justify
access to the "core" received, reviewed by
A.I.D. ani presented to ISC.

- ISC agroeement reached on provisional magnitude of
"core" am country participation.

-- Missions instructed to proceed with joint
discussions in field on PL 480 program ani
related development commitments.

June 1976

Cctober 1976

Cctober 1976 through
January 1977

February 1977

March through June 1977

-- Following U.S. crop reports in September September/Cctober 1977
irrlividual programs within the "core"
approved by ISC; negotiating instruc-
tions sent to field; missions update estirmte of needs.

-- Budget for other country programs reviewed. October 1977

-- Delivery of "core" corrmodities to follow
in first quarter of fiscal year or as
required by recipients.

-- Agreements an1 shipments for balance of
program roove lorward.

October through
December 1977

Cctober 1977 onward



FY 1973 FY 1974 FY 1975

Total PL 480 Shipnents 7.2 3.6 4.7 ~

Total Exports 70.4 77.2 65.4

'Ibtal Crop 237.0 204.0 253.0

PL 480 as %of Exports 10% 5% 7%

PL 480 as %of Crop 3% 2% 2%

•
Table III

Food Aid Canpared to U.S. Exporats am U.S. Production
(in millions of m~tric tons of grain)

- 12 -
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Relation to Current Procedures

The fundamental decision-making process for allocation of corruno
dities for the Title I program would not be altered. but the timing
of decisions would. The crucial advantage to the recipient country
under this procedure to permit earlier decisions and negotiations
is the assurance that shipments will be made as early as possible
in the fiscal year. The Secretary of,Agriculture should be able
to determine the availability of all commodities (as required by
Sec. 401. of PL 480) by October 1. the first day of the fiscal
year. Sales agreements could be signed immediately thereafter
and shipments would tnen be made as promptly as possible. Under
such a procedure the maximum developmental impact of the program
would be achieved.

The budgeting of food commodities for the "core" would be based
upon ISC approval of sound proposals from U.S. Missions. The
size of the "core" each year would therefore depend upon review
and approval of each individual proposal. Any Title I recipient
country would be eligible for participation in the earlier program.
For large recipients like Egypt or Pakistan. for example. a Mission
might request access to the "core" for a fraction of the program.
the fraction for which an improved developmental impact can be
demonstrated.

Early des1gnation of a "core" of commodities could possibl) entail
the risk of impact on U.S. domestic commodity prices and commercial
export availabilities. but that risk can be minimized. Table III.
page 12. indicates that in the past three years total PL 480 ship
ments have represented a small percentage of U.S. production and
~xports of agricultural crops.

The ISC will be providing conditional early assurance that a speci
fiedquantity of PL 480 Title I resources would be made available
to a country program. Such an assurance would not bind the United
States to deliver commodities in years when subsequent changes in
abailabilities. or U.S. domestic or commercial export demand factors.
prevent a determination that adequate quantities of a commodity are
available for disposition under Sec. 401 of PL 480. In effect it
would establish a priority claim on Title I commodities that would
permit U.S. Missions to enter into dialogue with recipients regarding
commitments for agricultural development on the assumption that
commodities would be furnished.

The remainder of the estimated quantities for the budget year would
be excluded from the "core" and would be available for reserves for
emergencies. incremental tonnage for countries for which a partial pro
~ram was included in the core. and programs for which the development
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justification is not strong enough to justify eligibility for
the"core". The major share of the "core" would be shipped
immediately following the determination of availabilities under
Section 401, barring anything short of a major crop failure in
the United States. Thereafter the remainder of the budget avai1
abi1itv would be programed and shipped.

VI. ILLUSTRATIVE COUNTRY EXAMPLES

The process leading to programs that demonstrate a positive develop
ment impact stemming from PL 480 Title I assistance will require
careful analysis, planning and program design, most of which can
only be done in the field. It is therefore impossible to provide
definitive, detailed examples of the use of Title I as a develop
ment resource without the benefit of actual field negotiation. How
ever, it may prove instructive to consider simple examples of
alternative uses of food aid which might qualify a country with
food needs for access to the "core" commodities. These examples
are based primarily on WaShington experience and limited contact
with A.LD. missions. They are not program proposals and should
not be interpreted 'either as limitation of or guidance for future
field activities. Nor do these examples cover all the possible
uses of food aid as a development resource.

In Pakistan, a major factor affecting wheat production is the
government procurement price. If the price structure is to serve
as an incentive to small farmer production, it must be set
sufficiently high, it must be announced in the fall before planting
begins and farm inputs are purchased, and it must be sustained
continuously throughout the year. Government expectations regarding
the availability ofPL 480 wheat can affect pricing decisions.
PL 480 wheat is sold in ration shops to augment wheat which the ~.'..\.~
government procures from local farmers at Government-set prices. t ,

In the absence of assured PL 480 supplies, decisions on procurement



t .•.·. ·.AV

Sup A2b to HB 2
(TM 2:7)

- 15 -

prices tend to be made on very narrow. short~term budgetary grounds.
and resulting prices and small farmer incentives are low. However.
an ISC decision to include a specific quantity of wheat for Pakistan
in the PL 480 "core" could permit the U.S. mission to negotiate for
a specific Pakistani food production strategy. including a pricing
policy based on assured PL 480 availabilities. which would ensure
enhanced small farmer production incentives.

In Haiti an assured supply of PL 480 conmodities would significantly
improve the possibility of negotiating policy changes. Specifically
we seek to persuade the government to rationalize its fiscal system
and pass all revenues through the budget. The development impact
of such a reform would be great. since additional resources would
thereby be made available for development acitivities. The objective
of policy change would be pursued as part of an overall Mission strategy
using loans. development grants. PL 480 grants and PL 480 sales as
means to the desired end.

An assured supply of local currency generations would also greatly
improve the implementation of projects financed with counterpart funds.
These projects complement A.I.O. loan assistanc~ in a wide range of
rural development efforts. The complementarity would be strengthened
if the supply of the local currency generated by PL 480 food commodity
sales were more reliable.

Finally. negotiation for the core commodities would be used to gain
generally increased budgetary commitment to rural development on the
part of the government.

In Zaire. the present transportation system severely restricts the
distribution and marketing of local agricultural output. The primary
need is for roads to provide access to the rail and river transporta
tion system and for simple storage facilities in market areas. A.LD.
is currently shifting out of transportation activities in response to
its Congressional mandate. However. an ISC decision to include a .
specific quantity of commodities in the PL 480 "core" could permit
the U.S. miss.ion to negotiate commodities toward a PL 480 agreement
tied to a specific plan for using Title I generated local currency
to support the development of farm to market roads in the country.
This would provide direct and additional support to A.I.D. integrated
rural development activities beyond that which would otherwise occur,
to promote expanded agricultural output. More comprehensive planning
for such activities would also be possible.
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In the Philipeines, a national nutrition program currently being
implemented wlll provide food supplements for malnourished infants,
pre-school and elementary school children, and pregnant and lactating
mothers. Feeding of elementary school students, particularly those
in poor and rural areas, is an important element of the strategy.
However, due to budgetary constraints and the competing claims of
higher priority programs, PL 480 Title II commodities can't meet
the demands of a nationwide school feeding program. Dumestic pro
duction of especially nutritious foods is only now beginning, so the
Filippinos will be forced to rely on costly imports or to cancel
efforts to achieve their nutrition objectives. An ISC decision to
include a specific quantity of Title I soy fortified flour and perhaps
blended foods in the "core" would permit the U.S. mission to assure
the Filippinos that necessary commodities would be available to begin
implementation of their nutrition strategy. This would also permit
better planning for the use of dollar and Title II contributions to
the program.

In ~eneaal, fluctuations in climate can eradicate development efforts
deslgne to encourage improved cropping patterns, livestock manage
ment, and water use techniques. The Senegalese Government has made
progress in its efforts to move the country away from dependence
on peanuts as an export crop. Cereals, mainly millet and sorghum,
are important food crops. However the effects of the recent drought
have exacerbated the almost continuous decline of the country's bud
getary resources and possible future droughts are a cause of much
concern. The Government of Senegal has recently decided to buy and
store large quantities of locally produced food grain as a buffer
against future droughts. During the first years of this program
local production will be insufficient to provide necessary security
against possible droughts. An ISC decision to include a specific.
quantity of sorghum in the Title I "core" for Senegal could permit
the U.S. mission to negotiate toward a Title I agreement tied to the
development of working stocks. It would directly complement a pro
posed A.I.D. grain storage loan to Senegal. In addition, through
the Title I agreement the government could be committed to efforts
to achieve better balance within its agricultural development programs
and to give greater attention to equity incentive considerations in
agricultural price structures.
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DCC ~.L TERrlATES I MEETHIG

PL 480 TITLE I AS A nfVELOPMENT RESDURCr

May 5. 1Q76

Mr. Hertel' (fxecutive Director, DeC) chaired tilt' 1111~etinl1. \\'hich was callpd
·to··dis·cus·s anA. I .0. paper on the use of PL 480 Title I as a development
resource. Two issues were presented in the paper for DCC decision: the
e·ndorsement of A. I .0. I S suggested programmi ng and budgeting procedures for
the PL 480 Title I program; and approval of a "core program" procedure, for
~se in allocation of PL 480 Titl~ I, to give priority treatment to those
countries that have formulated plans to use food aid as an integral oart of
their development planning.

Mr. Birnbaum (A.I.D./PPC) explained the genesis of this effort, the intended
procedural changes and the nature of the proposed core proqram.

Procedures:

A.I.8. Missions' multi-year planninq documents, the ~APs, and t~eir

Annual Budget Submissions will now incorporate a rigorous analysis of the
role of food aid in each country's development ob.;ectives and strateoy. In
addition, a new document, the Program Paper (comoarahle to a Pro,iect PrlDer
for development assistance projects) will be required; it will descrihe how
PL 480 impacts on development objectives and what development measures will
be sought from the recipient government.

The Core Program:

The core is a system to permit advance approval of a priority designa
tion in the allocation of PL 480 Title I for countries which have a
significant PL 480-development link.

The existing decision making mechanism, the ISC, will use the improved
analysis of development issues which results from the new procedures in
the selection of countries to be given priority access to the core.

Ho fixed amount will be set aside for the core; the amount will he
determined by the ISC on the basis of sound country proposals which in
dicate why priority consideration should be given in each case. In order
to retain maximum flexibility to meet unforseen demands or short supply
situations, a ceiling of 50 - 60 percent of the total program is forseen,
within which both politically determined cases and a major share of the
programs of the large traditional· rec'ipients would fit--a development
oriented share.

Country proposals will be reviewed in february; ~1issions will ~e

notified to begin negotiations thereafter. In September or October, after
USDA's Section 401 determination, commodities wilT heqin to hp s~ipped.



Sup A2b to HB 2
(TM 2:7)

- 2 -

Illustt'ative examples of the utility (1f thf' con' roncf'pt for PC\Ustan
C\nd Srneqal were presented.

The discussion covered the following points:

1. Treasury questioned whether there was anything really new in the
procedures, and whether it is necessary or desirable to change procedures
in order to have the core program.

A.I.D. said that what is new is that:

a) More rigorous analysis will be required of Missions, with a
focus on the impact of food aid on development including recognition of
possible disincentives to production, rather than the justifications of
the past which have emphasized balance of payments requirements and the
need to feed people. Missions will have to put themselves on the line on
what they plan to get in terms of developm~nt efforts in r~turn for priority
consideration in allocation.

b-) Development considerations \... 111 nOl'" helve a role in the ISC's
allocation decisions.

c) Recipient governments will now get t~e messaae that t~e foorl
aid-development effort relationshio is a USG concern which will affect
our decisions. The nature of the ne~otiations will he affected.

d) Countries with accf'SS to the core will hAve a areater assurance
of PL 480 amounts and of the timing of shipments than in the past, althouQh
no "commitments," in the 1eqC\ 1 sense, wi 11 be made hefore thp. Secti on Anl
determination.

2. Labor asked how much variance actually exists over time in the
size and direction of PL 480 programs of major recirients, and whether
they do not already have a degree of assurance of sunpl", referrinq to
major allocations in 1974.

A.I.D. pointed out that a major shift has taken place since 1974
with the elimination of Indochina programs.

State said that while there may be a consistent pattern in the
figures, the process of allocation is long and uncertain and it has often
been said we should find a better way to exercise our development leveraQe
than current procedures permit.

3. The realism of underlying assumptions regardinq supply:

USDA sald ~hat the new law (PL 941-~1), which seeks more effective
use of PL 480 as a development tool does require a response, and that it
is desirahle. However, it will be difficult to infuse a large inorp.dient
of development. planning into the program. The unQp.rlyina assumptions
regarding supply may not hold true in the future. Conqress' perception,

•
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and that of the A.I.D. paper, are weighted by the short crop supply
situation of the last few years. They assume the U.S. will be in a
strong position to demand development changes. But the past few years
may prove to be the aberration from the 1i ke}yf:\lture pattern. USDA
is projecting a worldwide gra;-n ca;ryover 0(100 milU~n tons, excludinCl
rice, as of July 1, 1976 anL145 n#llion tons as of July 1977. If these
figures are correct, development tonsiderations will not be decisive in
PL 480 allocations. The PL 480 program remains fundnmentally a surplus
disposal program and there are limits to the degree to which you can
make it a deve10pmenLprogram. The best you mnV be ahle to do is to
minimize its disincentives to development.

A.I.D. IS proposal is worth a try but USDA has reservations about how
much is possible and about the ~aper's assertions regarding the 10nq run
effect of the program.

4. Whether the core program would excessively reduce flexibility in
the decision making process: a concern raised by Treasury and USDA.
A.I.D. repeated that it expected no more than 50-60% of the FY 1977
level, illustratively, would be in the core, and that this would assure
adequate protection, especially since the major political cases and other
traditional recipients could be accomodated within it. In addition, in
clusion in the core is at best a very tentative assurance of priority
treatment in allocation decisions, not a commitment which would have to
hold in the face of unforeseen changes in circumstances such as crop
failures. With this understanding, USDA saw no insurmountanle difficulties.

5. The size of the core program: Treasury said it should be viewed
as experimental and kept small; 10 percent would De a Detter figure than
50 percent. OMS felt that 50 percent would be out of the question and
suggested that A.I.D. start with pilot cases. Rather than setting a lower
ceiling now, the decision should be made by the ISC in February on the
basis of country requests. OMB will be looking skeptically at the country
proposals. State may have problems with a 50 percent level, but the time
to assess the risk is in February when the ISC meets. A.I.D. said it needs
to go out with a general instruction to all posts in order to get the
analysis which will allow the ISC to make a rational judgment. There is
no way to prejudge the issue and select certain countries tn be pilot cases.
The 50 to 60 percent figure is a ceiling to prevent over-commitment, not
a target to be filled, and includes countries whose oroarams are justified
on political grounds. Perhaps the actual figure will be much lower, e~pe

cial1y in the first year or two, but the fiqure should be determined by the
process, starting with analysis from the botto~ uo.

6. Whether countries with politically determined proqr"dlils should be
included in the core: Treasury questioned their inclusion hecause t~ey

see no additionality to development being achieved. State aqreed t~ev

might best be treated separately since their amounts can very greatly, but
it may make sense to include for those countries that portion of a PL 480
proqram which can be justified on develooment grounds. A.I.D. aqreed that
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the politically determined programs can be excluded from preliminary
designation of the core, but believes that it may nevertheless be use
ful to start a dialogue with these recipients on the development issue.
If all commodities for the strictly political cases are excluded, A.I.D.'s
estimate of a core would be closer to 20 percent of total Title I than
50 percent. State and A.I.D. pointed out, however, that portions of
political programs could appropriately be eligible for the core depending
on the country·s commitment to development •.

7. Necessary revision~ to A.I.D.'s paper: Treasury is bothered by
the assertion that one can maximize the US's marketing, foreign policy ~
and development objectives all by the core program, and believes the
core should be justified foursquare on development grounds. Political
cases (and justifications) should be excluded from the core program.
although political problems should be recognized in the paper. The paper
is vague on the particular development changes or policy measures which
would be sought. The additionality to development which is sought should
be spelled out more clearly. It should be made clear what will result if
(1) Missions fails to achieve adequate commitments during negotiations or
(2) countri es fa i1 to 1i ve up to their commi tments . A. 1. D. vi ews the
steps toward complete commitment of the Title I program to development as
a series of approximations of the ideal goal. A country failing to live
up to a ~o~itment to development may not lose its PL 480 program, but
a dialogue will have been started, and experience in the core may become _
the key to future commitments.

8.. Analysis required: OMB felt that to justify a program additional
analysis is required along tlU! lines of a paper presented by Carol Lancaster
of OMB. Policy leverage seems to be the main point of the A.I.D. paper,
but this ought to be part of a broader strategy. It should be clear that
Missions are requested to analyze the entire economic spectrum on which
PL 480 impacts, such as its role as a foreign exchange support mechanism,
and not just its influence on pricing policy. CIEP and oMB want Missions
to examine closely the disincentive question. ~. welcomed suggestions
on the guidance to Missions.

9. The relative value of the core program: State and Treasury expect ~
the major value of the program will be in the small countries which have
gone in and out of the PL 480 program, rather than in the major recipients.
A.LD. disagrees. It was decided that this is not the time for in-depth
discussion of this question, but it is expected to be a real issue for the
ISC in February. A.I.D. believes the core can be important in imbuing
large traditional programs, and political cases if included, with a
development orientation.

IT WAS DECIDED THAT:

1. A.I.D.'s change in procedures, i.e., the requirements to be levied
on the field (DAP revision, ABS inclusion of PL 480 analysis, and Program
Paper) are ~ndorsed by the DCC, as is the concept of the core.
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2. The ISC will review A.I .0. IS rroposed list of core countries· in
February, and will give increased weight todevelorm~nt issues in alloca
tion decisions.

3. The ISC will then decide which Missions should ~p arlvised to heQin
negotiations for additional development measures in return for priority
consideration in the allocation of PL 480 resources.

4. While individual agencies may be predisposed to keep thp. core
small, the decision on core size will be made by the ISC on the hasis of
the country requests and A.I.D.'s analysis. -

5. Political cases per se will be excluded from the core, but if a
portion of a particular political allocation can be justified on develoo
ment grounds, this portion may be proposed for the core.

6. A.I.D. should consider including in the core only a portion of the
program for the large traditional recipients, esrecially if political
considerations weigh heavily in determining the size of their programs.
The core ~hould be a development program.

7. A.I .0. will revise the paper to take into account the exclusion
of the political cases, to sharpen its development orientation, and
to reflect the discussion as described above in paragraoh 7.

8. Since A.I.D. needs to get out instructions on the changed pro
cedures, the cable to the field will be drafted concurrently with the
revision of the paper. OMS's suggestions for further study will be
examined, but any further analysis which may be required should not
prevent timely advice to the Missions on the agreed chanqe in procedures.
OMS's suggestions will be used in spelling out rletailprl guidance to the
Posts.

9, The cable will go to all posts, includina S~ countries, hut the
latte~ may well respond that they must be exemnt fro~ the rp.quire~p.nts

of developl:lent analysis and justification for nolitical r~asons:
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C. Herter, Jr.
Patricia Matheson
Allison Herrick
P. Birnbaum
Sam Levine
Jiryis Oweis
William Rhoads
K. S. [3itterman
Alex Shakow
John Me" or
George Waldman
Carlos J. Ortega
Don PaarlberQ
Gera1d Kamens
James M. Murphy, Jr.
Robert Lurensky
Diana Wanamaker
Norman Van Cot
Carol Lancaster
Henry Nau
Reno Harnish
James Placke
Betsy Cal dwe 11
Frank Maresca
Ellen Frost
Murray Ryss
Robert Pelikan
Albert H. Hamilton

Agency

AID
AID/IDC
AID
Am
AID
Am
AIn
AIO
AIO
AID/PPC
USDA
Agriculture/OASto'
USDA
CIEP
CIEP
COrTlTlerce
Lahor
Labor
OMB

. State/E
State/EB
State
STR
Treasury
Treasury
Treasury
Treasury
XMB
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SUBJECT - Agency Approaches to Sector Ahalysis-,.---------:--

L Background to Agency Interest in S$'ctor Analysis

The growth of interest in sector analys Ls within AID, ott,er develop
ment agencies and the LDC's hasmanycauses,but there 8;re perhaps two
principal ones. First, there is an awareness among planners that both
nationwide macro-economic planning and dL$c;rete projectplatming leave
substantial gaps in the planning process. The "sector" or "subs ector" is
coming to be !'ieen as the vitalllnk between separate development activities
and national economic goals. It is within the sector'orsubsector that the
com.plex thterplayof resources, technology, policy and socialstructurf:!
detf:!rmtnes the real outoomeof ~evelopment ~fforts. Careful analysis has
helped planners toldentify major constraints on developzhent which both the
'''macro'' and the "project", approaches'"often miss.

INFOF~~.,",,, ..dcl•••• ~.c:k Oft. ACTION

TO - AIDTO CIRCULAR A..' 1583
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Second, the growing recognition that developme.ntmust have multiple
goals- full employment, equ,itable. in'comedistribution, .adecerit en~ron-'
ment, as wen as econo.mic growth-:"'h~ provided an lmportant. impetus to
sec'tQr analysis. Both donor count rielil and the LDC'sare asking, ,what is
the development strategy whic,h best ~imizesthesego8J.s",--whatare the
tradeoffsand comple.rnentariti'es? ' Analyzing a seCtor or subsector canbf:!

:ausefulmeans ot identifying the "right", strategy la thes~ terms.,: .'.
. . .

To date our experience wit-b sector analysis has beenexperi.m~ritai
and .eclectic. Some of the workAlD bas done- in sector analjs is has grown
out of macro-economic:malysis .Undertaken by certain oHbe ·r:r:1':·~-~~~·..,7.A';;:rs.
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TA:DM.athiasen;JGreen;ACoutuiHHeuaer ASJA,:JDaltoniTSterner;R.Birnberg;RBalantyne
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: Gl'atter-son ;BRobinson i FlCrnmat;oAssr,.'A'tIOll PPC: EB,lcei PIsenman;AHandIy ;Uod



2. Demonstrating-how these functions interact.

II. What Sector Analysis Tries to Do
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3. Predicting the possible effects of changes in one furtctioncm t.1:le
other functions ,within the sector.

1. creating a descriptive model of the sector, employing qUalitative
and quantitative terms to identify the main functions within the
sector--resources, technologyr policy, social structure.

A sector can be defined as any section of the economy which has an
analytical identity and which is broad enough,to contain ~ignificant inputs
and policy issues (see also referenced airgram).· ~

The Rice/Glaser report defines sector anal~is as "a' study of the
principal factors governing development of the sector for the purpose of
identifying manageable, integrated projects and policies wit.h high payoff."
This is a good, short working defi~ion since it identifies the common
characteristics of all sector analysis-Mat whatever degree of quantifica
tion and methodolO9'ical sophistication. As' a rule, a sector or'subsector
analysis is carried out according to the following steps:

4. Identifying constraints on'development that exist,within the sector.

5. Suggesting various interventions within the sector which may affect

AID....~~overall performance of tbeJ.tS~..9,t': _,",ED -

UNqLASSIFIED

At this point, it would appear useful to provide guidance on AIDrs
approach to sector analysis in the future. This is no~ to say that work
in sector analysis is no longer experimental--much of it still is and will
remain so. ,AID/W does not have all the answers on how to employ sector
analysis, nor. do we assume that sector analysis leads inevitably to the ~
best answers in structuring country programs. But it is possible--and, we
feel, necessary--at this time to provide interim guidance on sector analysis
as Missions and BureauS seek to focus their programs on priority develop-
ment problems within sectors and subsectors. Defining the ground rules of
the'relationship of sector analysis to AID programming is especially
critical--whattype of analysis is appropriate for what purposes? How
should sector analysis be carried out and who should do it?

larger AID Missions. Some of it has consisted of short-term sector study
teams for purposes of planning or redirecting AID projects within a sector.
Messrs. Rice and,Glaser have captured some of the Agency's past experience
in agricultural sector analysis in their evaluation paper sent to all
Missions (AI~ CIRC A-1235, 8/31/72).
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6 •. Recommendingwhat combination of interventions adds up to the best strategy
for sectoral development. .

. '1. PointiIlg out the gaps and shortcomings of the analls is and suggesting
priorities for further analytical work. This underscores the need for continuous
work to build the empirical basis for better analysis in. the future. When
institutionalized, se.ctor analysis can be a continuing process serving broadly as
thebasisfor resource allocations and policies within a sector.

Ill. The. Varieties of Sector Analysis

Of the twelve agricultural sector analyses studied by Rice and Glaser, there
appears to be a rough distinction between two varieties ofanalysis. The first are
s.e£ssector or subsector studies of short duration which may be predominately
quaUtative or quantitati~e---butdo not employ formal quantitative models and do not
use computers. Second are those relatively few studies lasting much longer (normally
a year or more) and relying on extensive EllIXX accumulation of social and economic
data, which are then manipulated through a variety of techniques-often using computers
to predict the effects of alternative policies and inputs 'within the sector being studied.
This type of analysis does not avoid qualitative judgments (indeed, no analysis can),

· and it need ~ot employ the most sophisticated mathematlcal techniques available.
But it does aim at the maximum quantification of key variables consistent with the
objectives of the analysis, and to do this it employs extensive, dis aggregated data

· which take considerable time and effort to.organize.·

Although no 'definitions IiJ.re perfect, we are calling the first varlety a "sector
assessment" and the second variety a ''long..term sector analysis. " Using these
definitions, let us then examine how these two types of analyses can be used
to' improve the development planning proc.ess.

At this point the question of who uses the analysis for· what purpose becomes'
crucial, especially at a tiIJ:le when the Agency is attempting to frame country
programs in~a more coll.aborattve style.

Weantlcipate that the sho~..term sector assessment will be the form most often
approprlateto AID involvement. Over~time, asLDCiilterest in sector andsubsector

~. planning increases, we anticipate that a significant proportion of AID'S loans and
&rant$ WOl¥dbe backed up by a sector assessment. 'tnsome cases an AID Mission may

·~h to require that a sector assessment be conducted (either by the host government or
bl ...V.S. team). But we do not feel that sector assessment should become a hard
and fast. re<Juirement in the programming of all AID resources~.Asense pI proM
portiQP anc:i good judgment is needed, which would balance in every case our des ire
/.
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Most capitalaa~projectswould benefit by being grounded in a sector
assessment. We might convey to a KX host government our belief that a good assess~

ment would yield a better project. But we do not feel that it would be wise to
requir~ such an assessment unless a host government itself were seized with its
desira.b,'.ilt.ty~ ..SeJ.~e:.t<a~~ or gran,.ts, however, will require a prior ass. ess,ment,-.-
by definition th if;'! in support ora sector plan. AID needs ~ analytical basis
for judging the effectiveness of the s.ectpr plan 'Which foreign assistance is to help
finance. :P~ogram loans, as explained in previous guidance, need not be forcea into
~ sector mold and should be based on country and World Bank macro-economic
analyses- with due critical evaluation by AID.

For example, a request for technical assistance involving several advisors and
a relatively small dollar outlay should be based on knowledge of the sector within
which that assistance will be plac.ed. Indeed, the PROP (with its evaluation system
I'matrix") attempts to do just that. However, in this situation. it would not make sense
to require a sector assessment unless the hos t country wants that type of help~ Nor
would it make sense to require an assessment of a sector where o~her aid donors have
the ·major interest and AID has only a minor interest. On the other hand, a reques t
for a large technical ass istance input to a sector or subsector where we are a major
donor may sVggest the reasonableness and utility of a short-term sector assessment.

One finSl pointabout sector asses sments: in cases wheJ"e QIJ. assessment is
indicate~it is rot es~ential that the aSl;Iessment be planned andcarriEtd out by the
U.S. On the contrary, it would be mos.t desirable if the host country itself did the
analytical work (calling on AID for help as needed). Studies already conducted by
other bilateral donors or international organizations may also sa.tisfy the purpose.
based on AID judgment as to adequacy and r~levance of a given study.

The lons-term sector analysiswouldbe most a.ppropriate: a) when~he host
government~requests technical assistance in sector planning and analysis, and
b) in certain limited cases where AlO judges that a s~ctorasSessItl.eIit cannot
provide an adequate basts for the infusion of ,really inajor fortlign' assiStance resources
into a sector or subsectQr. Therefore., mas t longer..term sector analyses will
take on the character of discrete technical assistance in economic and .ISOCi-al
planning. Except for an.>-~ occasional case fa11~ng wLthin the terms of category ''h, "
longooterm seCtor analysis will notbeinitially and directly,r~latedtothe programming
of AID resources. Of course, overtime 10ng..termsector ~lysismay reveal.
opportuniti~s tor assistance, but these benefits w()uld b~s econda:r:y (Eind- could not be

uaranteed at theo1,1tset ()f U. S. thost count tecQ.oicai collabor.~ti()n.) The main
benefit would be improvement in the planning cll.pab lity of the -~resulting from
application of the perspectives and rigorous methodologies of long-t~rm lectOr analysis

fora more solid analytical base for aid programs with our equally compelling
,conViction that aid programs need to be conducted in a more collaborative style.
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IV. Sector Assessment/Analysis and, Agency Programming

The FY 1974 submissions identified for eaGh country program those areas in which
host governments and Missions would like to concentrate U.S. aid inputs. AID!W
has :reviewed these "DAP outlines. "and regional bureaus have provided comments on
them. Although these outli,nes are subject to further refinement and modification

, (through continuing dialogue among AID/W. Missions. and host governments), it
should be possible at this time to anticipate, country-by-country, the agency's
sector assessment/analysis needs for FY's 1973 and 1974. In other words, for each
country it should be possible to ro.ugh out a "schedule of analytical work" for the
next 18 months based on guidance provided in this message and. on judgments of
Missions .and Regional Bureaus.

Sector Assessm~nts

Many ,sector assessments are already scheduled or under way. Regional
Bureaus and TA Bureau will endeavor to assist Missions in finding contractors.
PASA's, or in..house expertise to help in these assessments. By the end of FY 1974.
virtually all of the sector assessments indicated in Missions I and Bureaus' informal
"schedules of analytical work ll should have1;>.een completed., At that point we can say
that theAID program rests ona reasonably thorough analysis of those sectors and
subseGtors in which we are concentrating, that these analyses have been ,undertaken
where it appeared to make programmatic sense, and that the an~ytical effort was
Gonducted consistent with the Agency's more collaborative assistance style.

In terms of Agency programming. a aullk sector assessment would serve as
supporting material for IRR's, PROP's, loan papers-making possible the
elimination of sections in th~ documentation dealing with "background, " "setting, "
"environment." Wh,ere assessments have been completed, we would expect less
extensive documentation, focusing principally on the outputs and inputs of the proposed
project and (for loans) on standard cost ..benefit analys is. AID/W is considering a
range of .chang~s in documentation and approvaiprocedures which might be feasible
and appropriate as the Agency seeks to integrate loans and gra~ts in a se.ctor approach.

Long-term Sector Analysis

Although we feel that long-term sector analysis is a: potentially useful tool ia for
%Im~i:theLDC planner, we should avoid the appearance of forcing it on any
country. Nor would we wish to bring it too abruptly into the direct process of pro
gramming U.S. assistance-the techniques are still experimental (however promising
we feel they are). and we need to do a better job of educating ourselves and our
LDG planning colleagues about these techniques before passing them off universally
and uncritically. However, AID has already built up some solid experience us ing

UNCLASSIFI ED
CU••'P'ICATJON
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!.I Among other things, it will make the point (not properly brought out in this
message) that there can be continuities between "assessments" and ''long..
term analyses "-obviously the former can lead into the latter.

The committee urges Missions to make AID /W aware of r~actions to this
and subsequent mes sages, so that future guidance can be conveyed as helpfully as
possible. .

V. AID/W has established a Coordinating Committee on Sector Emphasis, which
will proVide" periodic guidance on a range of issues relating to areas of concentration,
priority development problems and sector analysis. We recognize thatthis airgram
is only the beginning-much more substantive guidance is required. Therefore,
in the rext six weeks the new Committee will produce an airgram on sector ass ess~

ment~whichwill suggest ways of improving the effectiveness of short...termstudy
teams, and two airgrams on long-term sector analysis-one an explanation of
techniques and another on the Colombia Agrici.1lture Sector Analysis which has been
going on for two years, employs a stimUlating approach and has strong host;"country
support.

linear programming techniques and· simulation models of sectoI'$ in Colombia,
Korea, and Nigeria, and the World Bank has done successful work in Mexico and
other countries. A number of offices in AID are presently engaged inanalyses
ofthis kind-prinCipally the Latin America Bureau's Sector Analysis Office and
the Agrtcultu~eSector Analysis Office of the TABureau. The real need at this point
is to make their work known mor~ widely in AID and the LDC's so that these newer
and more quantitative techniques can be employed where appropriate.

T A, in cooperation with the new committee, will also produce a gliidance
series~hi:chwill assist in organizing assessments and analyB'es in specific
sectors-education, health, agriculture, etc. The PHA Bureau will do likewise for
family planning. This guidance will be formulated With a dual audience in mind-
the Miss ion and the LDC planneX'. ' '

AIDTO CIRCULAR A."
, POST
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POLICY DETERMINATION

A.I.D. AND THE RELATIVELY LESS DEVELOPED COUNTRIES

A.

B.

The Least Developed Co~tries
i

Explicit concern for the situation of the least developed nations
arose at the second UNCTAD in New Delhi. This concern grew until
at the third UNCTAD, these nations - defin~d by criteria of per
capita income, stmcture of GNP and literaCY' - became the subject
of a unanimous resolution .agreeing on special measures for their
assistance.

The least developed countries represent less than ten percent of
the total population of the developing countries, and consequently
the greater part of total assistance'flows will continue to be
directed to ot~er countries. But the justification for special
measures for this group of countries is compelling: their
poverty, the critical nature of the problems they face, the fact
that they have not been able to benefit greatly fram existing
programs and measures designed to assist the developing countries
in general and are lagging further behind. For developmental,
humani tarian, moral, political-and economic considerations, the
U.S. stronely :~upported the resolution to make a special effort to
assist this group of countries.

The development of policies and approaches for special measures of
assistance to the least developed countries sh21l be part of A.I.D.'s
assistance strategy. Appropriate steps shall be taken through
program submissions to the OMB, in Congressional presentations, and
in general public education and information to emphasize this goal.

Supporting the ~mltilateralApproach

We desire to assist the least developed countries within a multi
lateral framework and through an international effort. Particularly
because of tnc extr~r.e snortage of skilled ~acpower and ~he

extremely limited institutional capacity of these countries, it
becomes even more necessary for donors to cooperate fully in the
effort, and for the existing mechanisms of coordination to be
rapidly expanded. This objective can be achieved by giving posi
tive ~~d specific support to expand and upgraQe the capacity and
competence of the un assistance organizations. An example of such
an innovative approach is the mounting of regional, multinational,
int:erdisciplinary advisory tea.rr.s - by ECOSOC - to cooperate with

....
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all aid-giving agencies and directly assist the least developed
cotUltries to expand their cap.city for development planning and
programmlng, and increase the flow of foreign assistance.

Positive steps will be taken to increase cooperation and coordina
tion of the assistance effort to these countries, with special
attention to -

a) the UNDP on technical assistance matters, especially
through. the promotion of appropriate joint activities;

b) the I BRD group and regional development banks on capital
development matters;

c) the DAC on donor policy problems, especially to achieve
improvements in terms, tying, and debt burden issues;

d) other donors in individual country and regional aid
situations.

A.I.D. will undertake to second technical officers to the UNDP,
for assignment to their priori~y programs in the least developed.

A.I.D. shall consider support of regional development advisory teams 
UNDAT's - for placement in Africa. This offer may include, where
appropriate, professional A.I.D. and other U.S. technical experts.

C. Agency Assistance Policies and Practices

The major, conmon bottleneck of the least developed countries, is
their very limited capacity to develop plans and allocate resources,
to prepare projects and programs for capital and technical assistance,
to organi ze and administer their development. At the same time,
the social and economic framework of most of these societies prevents
any effective mobilization of savings and other resources. Respond
ing to the proeress rr.ade in the nore advanced of the developing
countries, ru1d the changing foreign assistance situation, we have
developed ne\>T policies and procedures which place greater responsi
bility upon the recipient countries. However, some of these changes
may not be appropriate for the least developed and may impose strains
upon their limited ability and capacity to benefit from foreign
assista'1ce.

The Agency will give further consideration to guidelines and policy
determinations aimed at obtaining greater effectiveness in aid
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giving and to accelerating the flow of development assistance
for these countries. Such new approaches for consideration
include -

a) the substitution of grant for loan tunding, especially
for joint technical/capital projects;

b) relaxation of requirements for local cost financing;

c) the financing of recurrent expenditures;

d) untying of assistance, both goods and personnel services;

e) greater flexibility on requirements for counterpart
personnel, for administrative and contracting procedures, and for
meeting local support needs of technical assistance personnel.

Research and Evaluation

In spite of our expanding awareness and understanding of the problems
and needs of the least developed countries, much of this knowledge
derives from the personal experiences of individual technicians.
There is n great need for systematic analysis of the development and
assistance experience, of adaptive research to relate development
policies, practices, strategies and tools to the special circumstances
of the least developed countries. While present indications are
that the least developed benefit little from measures to expand
trade, existing analysis based on empirical data, especially for the
African countries, is inadequate for policy purposes. In the field
of education, only a beginning has been made towards the development
of education systems and strategies relevant to the conditions and
requirements of the least developed.

Much of our existing knowledge of agriculture, disease, transporta
tion, housing and the technologies that spring therefrom, is based
upon research and investigations of physical, economic, and social
conditions different from those common to the developing countries,
and little of the research on developing countries has focused on
the special problems of the least developed. Major underlying
physical, enviro~mental, and resource conditions or constraints
(e.g., the encroachment of arid lands in the sub-Sahara regions)
need to be tackled systematically and scientifically.

Priority shall be given to the development of a program of research
and evaluation by this Agency, and in cooperation with similar
research organizations and LDC institutions in the developing
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countric5, oriented towards the needs of the leaat developed
countric:J. In arld1tion, special efforts will be made to link
the least developed countries with existing or emerging interna
tional research networks.

E. The Role of Non-Government Organizations

Many private, non-profit organizations are active in the least
developed cmL~tries, each with its own objectives, interests,
field of endeavor. Many are eager to expand their outreach, to
develop new areas and new programs. Same of their activities
parallel and strongly supplement the development efforts of
recipient countries and donor governments. Innovative efforts
should be made by A.I.D. to more effectively tap this wealth of
private efforts, and experience, without, however, changing
their mm goals and approaches.

Within A.I.D. there shOUld be close cooperation between the
regional bureaus and FHA to develop a program that will direct
these organizations toward giving assistance to the least
developed countries in priority development assistance areas.

F. Interim A.I.D. Actions

The Regional 3urenus have the responsibility for prograll1 develop
ment and project planning for the least developed countries and
should take i\ll'ther ste?s to implement the new measures directed
towards these countries. Recognizing, however, the limitations
on u.s. assistance resources, and the need to further distinguish
between the different least developed cOWltries, a special effort
should be made to identify individual country situations most
appropriate 1'01' further program development along the lines
described above.

An additional effort shall also be made to identify other
innovative ap:pl'oaches, on a country or regional basis, which will
offer opportunity for more effective use of U.S. and other
assistance in the least developed. Such effort should be based
upon:

1) ana.ly::;L~ of priority needs and constraints to development ,
both for individual countries and groups of countries possibly
sharing common problems;

2) identification of host countries' interestG, capacities,
and self-help efforts;

~....'..•~...
\J
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3) review of multilateral Bnci ~egional assistance programs
and activities, and possible U.S. participation in them (as the
preferred U.S. assistance approach);

4) possible development of limited additional input in
the form of di.rect assistance projects which capitalize upon
special u.S. expertise and experience, at~ack critical and
basic development problems, and which would stimulate other
donor interest and action.

Approved :"c....."\t:-L.:....:-:..,..:::~Q..-:--.~r:-:..,+~_,.....,':""l'"Io_--_o._~__" .....

John A. Hannah

1- J~-"~
Date
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REQUESTING ACCELERATED REPAYMENT ON AID LOANS

On September 16, 1974, the Deputy Administrator signed
the attached statement which sets forth AID policy
toward the requesting of accelerated repayment of AID
loans from former recipients. This policy directive
concludes that a request by the USG for accelerated
repayment of AtD loans would arise in those cases where
a former AID recipient met the following criteria: an
extremely strong foreign exchange position, a high per
capita income level, and a debt owed AID of significant
quantity. In those cases where analysis by the Bureau
for Program and Policy Coordination indicates that a
country has met these criteria, PPC in conjunction with
the Office of the General Counsel and the appropriate
regional bureau will propose the type of action, if any,
that should be recommended to the Administrator.

Address questions about this policy determination to:
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REQUESTING ACCELERATED REPAYMENT ON AID LOANS

I. Problem

To determ~ne the feasibility and desirability of requesting
a former~ AID loan recipient to accelerate repayment or
increase the interest rate of AID loans when the recipient's
economic situation improves.

II. Background

In accordance with AID M.O. 1262.1.1, Attachment A, one
of the standard provisions on all AID capital project loan
agreements with governments is a clause which p'rovides for
the borrower to agree "to negotiate with AID,~l at such
time or times as AID may request, an acceleration of the
repayment of the Loan in the event that there is any sig
nificant improvement in the internal and external economic
and financial position and prospects or a variation thereof"
has been a requirement in practically all loan agreements
with governments since 1962. It is not clear at this time
what considerations led to the inclusion of this provision,
but it is probable that it came about because of our balance

~/It is assumed that accelerated repayment normally would
be considered for former recipients, the term "former
recipients" referring to countries having repayment obli
gations under AID loans and for which no new loan assistance
commitments are planned. If a recipient, having a loan
which is not fully disbursed, is in an economic position
meriting accelerated repayment, then deobligation of
undisbursed pipeline funds should be the first order of
business. It is recognized that both deobligation of
concessional assistance and accelerated repayment could
be considered concurrently.

~/Loan agreements, as written, require only that recipient
countries negotiate with AID upon AID request. While a
recipient country has the option to refuse to enter negotia
tions, such an act may be considered by AID as an event of
default pursuant to Loan Agreement terms entitling AID, as
of right, to accelerate repayment. Presumably, a recipient
must bargain in good faith with AID, once negotiations have
begun.



of payments problem at the time and our efforts to negotiate
with some of the European countries accelerated repayment
of earlier loans. There is no record of any use of the
accelerated repayments provision in AID loan agreements.
However, there have been a number of advance repayments by
six European countries and Japan on earlier loans extended
to them for post-war reconstruction. The sum of the advance
repayments between 1950 and the present is $2.4 billion.
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Advance repayment essentially implies a renegotiation of the
loan terms, i.e., the maturity of the loan. As such, it is
not conceptually different from ex ~ increases in the
interest rate of the loan, i.e., it decreases ~ post the
concessional element in a loan already signed. In fact, in
economic terms the two are interchangeable. However, the
fact that the standard loan provision does not deal with
renegotiation of interest rates currently precludes the use
of this alternative instrument.

There is a certain analogy between seeking accelerated
repayment and debt rescheduling which the u.s. and other DCs
have often undertaken at the behest of LDCs facing balance
of payments difficulties or whose income growth is greatly
constrained by the availability of foreign exchange. If
drastic changes in LDC circumstances for the worse is the
basic reason for their seeking debt rescheduling ,.!/ there
is intuitive logic in the argument that drastic improvement
in their circumstances over and above that which could have
been predicted when the loan was extended also requires
renegotiation of the loan terms.

GAO has recommended accelerated repayment of recent loans
extended to Brazil. With the possibility of current or
former AID recipients receiving substantial windfalls from
rapidly accelerated petroleum earnings, there is apt to be
increasing Congressional interest in the possibility of
requesting accelerated repayments or increased interest.
Given the increasing Congressional reluctance to approve
funds for foreign assistance, it is appropriate to determine
whether accelerated repayments might offer some help in
offsetting dwindling resources.

This discussion focuses only on accelerated repayments
(although increased interest rates could achieve the same

~/Section 620(r) of the Foreign Assistance Act of 1961, as
amended, precludes the forgiveness of any principal or
interest due the United States under the terms of AID loan
agreements.
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objective), for two reasons: (a) renegotiation of interest
. rates is not currently provided for in standard AID loan
provisions; (b) increased interest rates would pose different,
additional questions pertaining to the issue of establishing
a differentiated interest rate structure for AID loans, and
this could be viewed as an inferior instrument in seeking to
alter debt terms ex post.

IBRD/IDA, lOB, and France do not have provisions in their
agreements for accelerated repayments; the U.K. and Canada
do have such provisions, subject to the concurrence of the
borrowing country. The Export-Import Bank has no provision
for accelerated repayments for country loans, but an accelera
tion clause is usually included in loans to mining companies.
The Export-Import clause would generally require the renego
tiation for an acceleration of repayment of up to a specified
percent of the total loan under very favorable cash flow
circumstances (e.g., where the ore yield is better than
projected or the price rises substantially).

III. Discussion

It. . .,
~

To determine under what circumstances it might be feasible
to invoke the accelerated repayment clause and to weigh the
advantages and disadvantages of so doing requires responses
to the following questions:

(1) What criteria are relevant to determine when a former
recipient's economic situation has improved sufficiently to
justify the USG invoking the accelerated repayment clause?

(2) Under what circumstances is the former recipient likely
to be receptive to a USG request for accelerated repayment?

(3) What are the benefits of requesting accelerated repayment?

(4) What are the costs of requesting accelerated repayment?

It should be noted also that even if it appeared in the U.S.
interest that AID seek accelerated repayments, any AID action
would have to be approved by the appropriate State Regional
Bureau because of the political ramifications and by the EB
Bureau of State and by Treasury because of the implications
for other international lending agencies. The Export-Import
Bank also would want to evaluate the effect of the accelerated
repayments in terms of its own portfolio.
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A. Criteria for Evaluating the Former Recipient's

Economic Situation

While it is probably not possible to establish quantitative
criteria that will serve in all cases, it would seem that
we should not seriously consider requesting accelerated
repayment unless a former recipient met all of the following
criteria:

(1) The country had an extremely strong foreign exchange
position as demonstrated by a very high and/or rapidly rising
level of reserves.

(2) The country's per capita income was above a certain
level.

(3) The amount of debt owed to AID was significant.

It is difficult to estimate quantitatively what level of
reserves would be considered "adequate" or "normal" since
the level depends in part on the expe=ted variations in
foreign exchange earnings, the structure of imports and the
compressibility of payments, and its capacity to borrow at
commercial rates if the foreign exchange projections should
turn out to be too optimistic, and in part on the degree of
risk aversion of central bankers. In calculating future
foreign exchange requirements, it is important to take into
account the country's foreign trade situation, particularly
present levels of protection, its capacity to earn foreign
exchange, as well as its need for meeting the increased
payments for imports should liberalization occur.

It is important that the level of per capita income be above
a certain level,~1 because it can be argued that a low per
capita income country will need the resources represented by
the reserves for additional imports over and above those
projected from recent trends.

It is impossible to define ~ priori how much AID debt out
standing an LDC must have before it becomes worthwhile for
the u.S. to seek advance repayment. However, some minimum
should be set, simply because any overture to seek advance
repayment is fraught with some political costs, and it would
be desirable to seek at least some non-trivial amount.

~/Although a precise cutoff for this criterion is difficult,
it is clear that as per capita incomes approach the $300-400
level the importance of this criterion diminishes rapidly.

~.. '..•
"-'
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It is clear from this discussion that it is impossiblv to
have precise criteria. However, it is possible on the basis
of existing data to arrive at some tentative conclusions as
to what countries could be involved at present.

Existing projections show that oil-exporting LDCs are the
prime candidates for advance repayment in light of recent
trade and payments projections. It is estimated that net
increases in foreign exchange earnings of OPEC members will
be on the order of $60 billion in 1974. Of the 13 OPEC
members, only five--Ecuador, Indonesia, Iran, Nigeria, and
Venezuela--have non-trivial debt outstanding and contracted
under the Foreign Assistance and related Acts.~1 Of these
five, it can be argued that Indonesia and Nigeria have a p'er
capita income too low ($84 and $150 respectively in 1972~7)
to qualify under this criterion. This leaves Venezuela,
Iran, and Ecuador. Ecuador at present cannot be considered
a major oil exporter. While its balance of payments position
is strong, it cannot be compared to the situation likely to
prevail in Venezuela and Iran.

B. Receptivity of the Former Recipient to Accelerated
Repayment

In general it would appear that a former recipient would be
most likely to be receptive to a USG request for accelerated
repayment of its loans from the U.S. when the following
circumstances prevail:

(1) The country agrees with the USG that it (the country)
is in a particularly strong economic position and expects
that situation to continue;

(2) Either the U.S. is suffering from a balance of pay
ments crisis or the USG proposes to use the accelerated
repayments for a particularly worthy cause in the eyes of
the former recipient (e.g., utilizing the funds for economic
assistance to other LDCs); and

(3) The U.S. request for accelerated repayment would not
lead to similar requests from other countries. This would

11
- Algeria and Iraq have some PL-480 debt ($6-7 million each).

21
- The DAC has estimated the 1974 per capita income to be $100
for Indonesia, $230 for Nigeria, $400 for Ecuador, $860 for
Iran, and $1,800 for Venezuela.
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be particularly relevant if the country had a very large
amount of external debt held by other countries and inter
national organizations in comparison to that held by the
USG. It is conceivable, however, to approach LDCs whose
position has improved drastically (particularly OPEC members)
on a multilateral basis, seeking advance repayment of a
certain portion of all their concessional debt. Extensive
precedents for such an approach exist in debt rescheduling.

C. Benefits to the USG from Accelerated Repayments

In considering potential benefits from accelerated repay
ments, it is useful to distinguish between AID in particular
and the USG in general. From the USG viewpoint accelerated
repayments would provide an immediate, albeit small, positive
increment to the u.s. balance of payments. It is important
to note, however, that the total amount owed the u.s. by OPEC
members mentioned as potential sources of accelerated repay
ments is quite substantial. The increased level of receipts
resulting from accelerated repayments should also permit a
small reduction in Treasury borrowing--assuming a continued
budgetary deficit. From the point of view of AID, the ques
tion is whether any benefits would accrue unless special
arrangements were negotiated with the Congress (and perhaps
other USG agencies). At this time only 50% of the reflows
(receipts of principal and interest from loans by AID and
predecessor agencies) are available to AID for its program
and no reflows will be available in FY 1976 and beyond.
Furthermore, the 50% which will be available to AID in
FY 1975 has already been calculated and Treasury has agreed
to make up any shortfalls in actual receipts in return for
which it will receive any windfalls. Therefore, no budgetary
benefit would accrue to AID unless Congress (and presumably
Treasury) should agree to modify current arrangements.

It could be argued, however, that Congress would view faVOrablY~
the efforts of AID management in taking the initiative in
requesting accelerated repayment from selected former recipients.
Congress is likely to feel, with justification, that any former
AID recipient that had become extremely well off financially
should be willing to accelerate repayment of AID loans if so
requested. Therefore, it is essential that AID review the
possibilities of requesting accelerated repayment.

One alternative to accelerated repayment, in particular cases,
could be an agreement by the LDC involved to increase its
share of contributions to a multilateral fund to which the
u.s. also contributed. For example, a country with a large i'~

debt owed to a number of countries may find direct negotiations~
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with only the U.S. difficult. This alternative mar al~0
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of this type couldconceivably permit a rl?.1uct.i('n in fut.ure
U.S. contributions to that fund or could ensure a larger
program without an increase in u.s. contributions.

D. Costs to USG of Requesting Accelerated Repayment

From a foreign policy viewpoint the mere act of requesting
accelerated repayments, whether or not the country accedes
to the request, has some costs in terms of our bilateral
relations with the country. How costly will depend on
whether both of the first two circumstances indicated in B
above are present; e.g., even if the country is well off
economically and realizes it, it can be expected to resist
strongly accelerating repayments unless it can see some
clear advantage to its relations with the u.S. If the u.s.
did not have a serious balance of payments problem, the
former recipient is much more likely to be receptive to a
request to make more resources available for LDC economic
development through increased contributions to multilateral
funds or through higher levels of bilateral assistance than
to a request for accelerated repayment of u.s. loans.
Furthermore, another country or the interested international
agency, rather than the USG, might be the leader in the
negotiation for the increased contribution.

An added potential cost if the u.S. bilaterally requests
accelerated repayment is the engendering of ill will by
the international financial institutions and other bilateral
lenders-~unless the u.s. request to accelerate repayment was
coordinated and sanctioned by them.

IV. Recommendations

Whenever it may appear that a former recipient is experiencing,
and is likely to continue to experience, growth in its foreign
exchange reserves considerably in excess of its import and
debt servicing requirements, PPC should undertake the analysis
outlined in Section III.A. above to determine whether the
country in question met the criteria specified above. If it
did, PPC, in conjunction with GC and the appropriate regional
bureau, should propose the type of action, if any, that should
be recommended to the Administrator and other agencies as
appropriate.

Whether accelerated repayment is sought will obviously be
determined on a case-by-case basis and in the current context
of our overall interests with the countries in question. With
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respect to the specific cases of OPEC members, the u.s. has
a variety of interests to pursue. We hope, inter alia, that
these countries will playa constructive role in: -car assuring
an expanded supply of energy at equitable prices, (b) facili
tating orderly capital flows through the international markets
consistent with the needs for productive investment, and (c)
considering additional concessional financial and assistance
measures required to mitigate the effect on LDCs least able
to bear increased costs of energy, food, and other essentials.
We should stand ready to seek accelerated repayment if this is u.'...

consistent both with our overall objectives in these countries \J

and our broader domestic and international concerns.

b•.... ··.·.."·.'.~'.···
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Criteria for identifying countries which might be subject to intermediate
loan terms

!/ Forty years maturity including 10 years grace, with interest at 2%
during the grace period and 3% thereafter.

PD-66CRITERIA FOR DETERNINING AID LOM-J TERNS AJ"JD
FOR REQUESTING ACCELERATION OF LOAJ"J REPA~fENTS

Address questions about this policy determination to:

Four measures have been selected as preliminary indicators of
countries which might be able to service AID loans on intermediate
terms. These are described in the following paragraphs.

It is now AID's policy to assess annually the situation of each
country on the basis of uniform, quantitative data to identify those
which can service loans on harder than the minimum authorized by statute.
If, after a review of all relevant economic and political circumstances
of the individual recipient, it is determined that a country ~an service
its AID loans on harder than standard development loan term~/, that
country shall be extended AID loans on intermediate loan terms. These
are 25 years maturity inclusive of a 5-year grace period and 5 per cent
interest for both the grace and repayment period. These intermediate
terms satisfy the DAC recommendation for Official Development Assistance
(ODA) , which requires that such assistance have at least a 25% grant
element. This policy on loan terms applies to both Supporting Assistance
and Development Loans.

There are pronounced differences among developing countries in
their level of development, their long-term growth prospects, their
access to private capital markets and their ability to service external
debt. The existence of these wide differences in economic capacity has
called for the development of a number of assistance instruments ranging
from grants to soft loans to reimbursable technical assistance which
more accurately reflect the differing needs and requirements of individual
countries. In recognition of the wide difference in economic circumstances
among the developing countries and in order to assist them to move their
borrowings from highly concessional to less concessional external
capital as their level of development rises, AID has recently established
a two tier loan term structure for both Supporting Assistance and
Development Assistance Loans. Intermediate loan terms will henceforth
be applicable to countries which have made substantial economic progress
and enjoy good prospects for continued advancement but are not yet able
to rely completely on commercial capital flows for their external capital
requirements.

Policy on Loan Terms

Ii·. . §.,-,.



The ratio of.reserves to imports of goods and services is used
to identify those countries which fall within the intermediate per
capita 'income level but have maintained a relatively strong foreign
exchange position, indicating an ability to finance borrowings on
somewhat harder terms.

The growth rate in per capita GNP is also used in the case of
intermediate-income countries to identify those countries whose growth
rate has been sufficiently high over an extended period of time that one
would conclude that their economy can service capital flows on harder
terms.

Per capita GNP is used as a measure of the relative level of
development of the country. It is undoubtedly the most reliable single
indicator of a country's ability to absorb and utilize capital flows on
less concessiona1 terms. This fact has been recognized by the World
Bank in its per capita income requirements for eligibility for soft IDA
loans. Similarly, other international institutions have weighted
heavily the per capita income variable in distinguishing loan term
eligibility. Per capita GNP also appears to be highly correlated with
other indicators of a country's capacity to service debt on commercial
terms, such as its degree of access to private capital markets.

0···

····,"·······
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The following values for the above criteria have been selected
solely for the purpose of identifying possible candidate countries for
application of intermediate loan terms.

The ratio of current account surplus to imports of goods and
services is also retained as a criterion because it indicates whether a
particular country is a capital exporter~ If it is, such a country
should be charged higher rates regardless of per capita income. Few
countries are likely to meet this criterion.

1. per capita income is greater than $500 in 1973 prices,
regardless of its balance of payments position;

or

2. per capita income falls between $375 and $500 in 1973 prices;

and

a. the ratio of reserves to imports of goods and services
has been greater than 0.33 over at least a three-year
period;

or

b. the average growth rate in real GNP per capita for the
last five years has been more than 5 percent;
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or

3. the average ratio of current account surplus to imports of
goods and services has been at least 0.2 for the last three
years, regardless of per capita income.

These criteria are to be considered as preliminary indicators of
the countries which may be eligible for intermediate terms. Final
determination will be based on a comprehensive analysis of all economic
and other relevant facts, including overall political and other U.S.
interests in the individual country.

Procedures for analyzing the capacity of recipients to service
loans on intermediate terms

Every year during the period January 15 to March 15 PPC will review
the performance of each country for which loans are planned on the basis
of internationally comparable data and then inform the Regional Bureaus
which countries meet the criteria described in the preceding paragraphs.
The responsible Regional Bureaus, in collaboration with PPC, will then
conduct an intensive study of each country on the PPC list which takes
into account the totality of U.S. interests in that country, political
as well as economic. The Regions have responsibility for incorporating
the views of the State Department in this study. These studies will
serve as the basis of recommendations to the Administrator as to whether
he should approve or disapprove the application of intermediate loans to
the individual candidate country for the next fiscal year.

Criteria for identifying possible candidates for requesting accelerated
repayment of loans

It is also AID's policy to review annually the economic situation
of all countries with significant outstanding AID loan balances to
determine whether any of these countries is experiencing such a marked
and sustained improvement in its economic circumstances and prospects
that it is capable of accelerating repayment of its AID loans. Every
year during the period January 15 to March 15 AID will conduct an
intensive study of countries which appear to have reached a relatively
high stage of development and have the financial resources to cover the
accelerated repayments without essentially affecting its own internal
capital requirements. The criteria to be applied for the purpose of
determining which borrowers should be examined for this purpose are:

1. a per capita GNP equal to or greater than $750 in 1973 prices;
and

2. an average ratio of current account surplus to imports of
goods and services of at least 0.2 over at least a three-year
period; and
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3. a ratio of reserves to imports of goods and services greater
than 0.5 over at least a three-year period.

These are not intended to be exclusive criteria. AID will consider
the advisability of seeking acceleration of lo~n repayment to other
countries if their economic situation seems to warrant such action, even
though they fail to meet the specific criteria described above.

The intensive review of the situation of each country so selected
will take into account all relevant economic factors, including the
candidate's debt situation. All of U.S. interests in that individual
nation -- political and commercial as well as economic -- will be
considered before a determination is made as to whether a request for
accelerated loan repayment should actually be made. (This supplements
Policy Determination 61 dated September 16, 1974 REQUESTING ACCELERATED
REPAYMENT ON AID LOANS~

_~L...--7_Approved ~

Disapproved __

Date
---------""""---....;;...,jO'-----
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URBANIZATION AND THE URBAN POOR

Address questions about this policy determination to:

INTRODUCTION:

This policy determination provides guidance for program development
to address the problems of the urban poor under current foreign aid
legislation. The determination recognizes the need to deal with
some of the critical py'oblems of the urban poor which constrain de
velopment and to understand better the process of urbanization as
it relates to development. It emphasizes the opportunities for use
of existing legislative authorities and program tools to work in
this field. It assumes project development and implementation in
close collaboration with developing country institutions.

AlDis resources have been devoted increasingly to the needs of the
poor majority in developing countries. The needs of the poor major
ity are enormous, and AlDis resources are limited. Programs are
focussed on the rural poor, the most numerous and generally the least
advantaged of the poor majority. Because increased food production
is basic to improving the quality of life for the poor in general,
the small farmers, as food producers, are a major concern. AID has
recognized the need to support food production efforts with related
administrative, economi~, and social institutions and services and
with· complementary employment and productive opportunities off the
farm. This recognition has broadened AlDis concern to include rural
development which embraces market towns and small cities as well as
farms and villages.

Rapid urbanization affects rural areas, too, and there is increasing
awareness cf the interrelatedness of "rural" and "urban" places and
functions in the development process. At the same time there has been
a growing recognition in AID and outside of the problems of the urban
poor ~~. They are increasing rapidly in number -- in the cities
of many developing countries more than 50% of the population is re
ported to be living in squatter settlements and slums -- and are
straining existing urban facilities, services, and other resources,
as well as the ability of the national economy to be responsive.
Some of the worst poverty can be found in large cities. Effective
access of segments of the urban poor to employment and services may
be as bad as for the rural poor.

\....I AID HANDBOOK
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AlDis early recognition of these factors were contained in the
rationale for the current urban development program. (See
"Guidance Statement on Urban Development," PO-54, June 15,1973.)
Relevant U.S. expertise is substantial and is sought increasingly
by developing countries and other donors as they work on this wide
range of matters.

O·'··~···········.{ }

These considerations led to the recent policy development exercise
in the Agency, w~ich infcludehd ad~so an inquir~ into current Agency l~.. ·.'..>
programs and projects or t e lrect and indlrect benefit gained by .
the urban poor. This study concluded that many of AlDis sectoral
activities in population planning, health, and selected development
problems, as well as in HIG and PL 480 programs, affect significantly
the urban poor.

The Foreign Assistance Act was changed last year to add language to
Section 103 (food, nutrition, and rural development) to focus on
important off-farm and town-centered activities and to Section 105
(education and human resources) to include attention to the urban
poor. Section 106 (selected development problems) was spelled out
more clearly to indicate program emphases, and a new Section 107
(intermediate technology) was added. The relevant sub-section of ~~'.',\
Section 106 is as follows:

._-,'
(6) programs of urban development, with particular

emphasis on small, labor intensive enterprises,
marketing systems for small producers, and
financial and other institutions which enable
the urban poor to participate in the economic
and social development of their country.

The HIG program and PL 480 authorities were amended to ensure these
programs address the development problems of poor people. (See also
"Shelte)' Program Objectives," PO-55, revised October 22,1974.) U'"".

Both progrdlils -- e::pecially HIG -- have been urban-oriented. In •.....
addition, the PVOs have been involved heavily in the PL 480 program.

POLICY GUIDELINES

1. The prillldl'Y focus of AID programs and projects wi 11
continue to be on rural areas and on the rural poor.
Includ~rl are those among the Door majority who live
and work in villages, market towns, and those small
cities which are centers of rural regions. Effective
rural development requires the development and
integration of these places to provide markets, services,
employment and balanced growth. A.I.D. needs to and
will step up this aspect of its rural development efforts.
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2. AID will continue to be interested in broad develop
mental issues; among them, the process of rapid
urbanization, regional development, and the problems
of the urban poor.

3. The problems of the urban poor will be addressed in
the light of national development goals and policies
through specific analysis of host country circumstances,
particularly the relative well being of urban and rural
populations and any urban bias in the allocation of
national resources.

4. Many of AlDis present programs (especially HIG, PL 480,
health, population and PVOs) benefit the urban poor.
These programs and that of TA/UD will be continued.
Missions are encouraged to analyze and to take account
in their programming of how and how much urban popula
tions benefit directly and indirectly from existing
and planned projects.

5. New activities designed to benefit the urban poor will
consist of R&D and pilot demonstration projects in three
areas. In order of priority they are:

a) Problems and prospects for employment generation,
especially in the informal sector of big cities,

b) improved urban planning (analysis, methodologies,
and techniques) and

c) the impact of soci a1 welfare programs on bi g city
urbanization and of the relative cost and distri
bution of current social welfare between rural
areas and big cities.

Em~hasis will be on projects which seek to demonstrate
successful methods and approaches, thus increasing
knowledge of how to help the poor majority. Projects
which promote active participation of the urban poor
in planning as well as implementation will be encouraged.

6. Country program, regional, and central resources will be
available for activities which meet the guidelines above
(paras. 1-5). With the exception of the HIG program, AID
does not expect to huve sufficient resources to make sig
nificant capital investments in major cities.



7. The collaborative style with host countries is assumed.
Collaboration with other donors in project indentification,
development. and implementation for the urban poor will
be sought.

8. AID will be responsive also to requests for country-funded
technical assistance (Sections 607 and 661 of the FAA)
to address the problems of the urban poor and to requests
for help to urban areas which have experienced natural
disasters.

Sup F2a, HB 2
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PROGRAM IMPLICATIONS

The urban poor are to be included in Agency progralT111ing to the extent
that analysis of specific country situations indicates that this should
be done as part of the overall strategy of helping the poor majority,
that opportunities and support for effective projects in urban areas
exist, and that the primary focus of the program on the rural areas
and their associated urban linkages permits.

Recognition that the urban poor are a legitimate target population re
quires enhancement of our understanding of the similarities, differences,
and relationships of urban poverty and rural poverty and of ways of
dealing with them.

~he inclusion of the urban poor as an Agency concern calls for greater
awareness in all project design and implementation of the impact of
Ayency programs, in order to insure that the designated target popula
tion, whether rural, urban,or both, actually does benefit.

Research and development and pilot demonstration projects should in
Lre~sr developing country and Agency understanding of the practical
significance for policy and program of such things as the different
poverty proh'lems in cities, towns, and villages; the degrees of access
:0 or',ductivp emplo:vlllentand to services and resources among poor
rl'oplr in differ~nt loc~tions; the dynamics of migration to and from
cities and towns; and conflicting interests of different groups among
ttl(' [loor Illajority. Replicdbility will he a key criterion in selecting
iJnd undertdkinq these projects.

Revisiarl~ in the Foreign Assistance Act and Aqency policy determinations
reemphasiZE-' the need to use HIG and PL 480 authorities to address prob
lel115 of the poor majority. These special authorities can be combined
'tlith';W tTSOurces. The leveraqe from both of these special authorities
can help influence policy dnd proqrarn development in developing
u'iJntr';e'.;. More attention needs to be given to their use in market
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towns and small cities in rural areas. The focus should be on in
vestment and productive activit,es which increase employment oppor
tunities, basic facilities and services as well as the poor majority's
access to them.

By itself, the HIG authority can be used for housing and related
community facilities such as power, water, and sewer lines within a
community or housing project area; basic slum and squatter upgrading;
and sites and services. Current squatter upgrading and sites and
services projects in several countries are examples.

Under the PL 480 authority, there are already food-for-work programs
which are used to help develop food transport and storage facilities
for small farmers and urban infrastructure; nutrition programs in
conjunction with health and family planning clinics; and feeding
center programs -- programs to IIdirectly improve the livesJf the
poorest ... people and their capa~ity to participate in the development
of their countries. II

Where a decision has been made to do something, the expertise and
other capabilities of private and voluntary organizations and of the
private business sector should be enlisted to help with the problems
of the urban poor. They can be especially helpful in assisting de
veloping countries innovatively with the small producer sector, ap
propriate technology, delivery of services, technical and skills
training, and participatory organizations.

The initiative for programming for urbanization and the urban poor
may be taken by an AID field mission or by a regional or central
bureau in AID/W.

APPROVED: C~~~... ~~~~_-- _

DISAPPROVED:-------
DATE :_M_AY_2_7_19_76_
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the expanded purposes of this exercise. Following are explanations of the
column revisions:

Column I

Presentation of alternative project purposes considered for meeting a
given sector goal.

- This should be available when Section D above is completed.

folumns III and IV

Columns 3 and 4 are designed to distinguish between the nature of the
benefits created by the project (i.e., increased output of learning or
skill services) and the benefit incidence (i.e., the numbers in the
target population who will receive the learning or skill training) •

. The groups to whom the benefits are intended to accrue (target groups)
should be identified by income, geographic, or other relevant socio
economic descriptors.

Column III

In addition Column 3 is designed to encourage greater specificity of
targets.

It should facilitate the comparison of input~/costs during any period
with corresponding indicators of outputs/benefits.

Column IV

Column 4 recognizes that planning assumptions directly influence the
viability of a causative linkage rather than the target itself. The
split-level arrangement of Columns 5 and 6 accommodates this relationship.

Column VII

This provides an added. column for clarifying and elaborating the assumptions
(external factors and circumstances) which affect the causative linkages
Entries in this column can be used to:

(a) verify the validity of the assumption,

(b) weigh the importance or criticality of the assumption,

(c) assess changes in the status of the assumption,

(d) suggest actions which could increase the probability that the
assumption would be realized, and/or

(e) specify the need for further study of the assumption.

__. .......-.-_.UNCLASST FlEDc..,.....·'CATJON
PRINTED .,...
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Our intent here, is once again to be illustrative. We are by no means
encouraging Missions to b~gin utilizing the modified logframe without .
further instruction. We rather seek to emphasize that the assessment
proceeding along the lines suggested in A through D above will directly
facilitate a comprehensive justification of the project.

We believe that the procedures outlined above will serve both Mission
and AID/W purposes in designing and implementing programs in the human
resources area. It is our intention to produce, after receiving Mission
connnents, a revised assessment format which will indicate questions to
be addressed in human resources program and project supmissions. We
hope, accordingly, that Missions will provide timely, thoughtful and
candid comments. In a complex, developing field like sector assessment,
no framework can ever be final and we expect that the current instrument
will be refined periodically as we gain experience.

The format has been reviewed with one of the several Mission which are
currently undertaking education assessments. The findings in this first
~eview suggest that execution of the instrument is well within the
capacity of most Missions with minimal outside assistance (local, AID/W
and contract).

These tasks would all be facilitated by the method indicated herein calling
for specification of ~ critical questions were answered as well as the
reliability of the response. Assumptions should be made as explicit as
possible and should be stated in operational terms. This may permit
the planner to take steps calculated to reduce uncertainty, increase
control and, where possible, move the assumption within the scope of
the project design.

III. Conclusion

ATTACHI~ENTS

•

AIE~~Ar~. sUPci: ;:06~B 2, DEPARTM ENT OF STATE
CONTINUATION
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FY 1978 Guidance for Preparation of the Annual Budget Submission

(A) Handbook Number 2 (B) Handbook Number 3
(C) AIDTO Circular A-253 of 4/26/75 (D) AIDTO Circular A-443 o-,f

7/27/75

Development Assistance Programs (DAPs) revised guidance, mid April.
This airgram will up-date existing instructions regarding
preparation and content of DAPs. It will have a direct bearing
on the content of budget submissions for FY 1978 only to the
extent that missions are planning to revise their cu~(ent

DAPs prior to or in conjunction with the budget
submission.

FROM -

SUBJECT -

REFERENCE _

II. I.D. AIID OTHER CLEARANCES

DRAFTED BY

5 This message provides guidance regarding the content and timing of the
FY ] Q78 Annual Budget Submission (ABS) which is due in AID/w on June 30 .for
Development Assistance countries and July 30 for Supporting Assistance
countries. It applies to Development and Security Assistance Programs and to
regional and AID/W central bureaus and offices. The instructions and
schedule set forth in this airgram are similar--but not identical--to those
contained in last year's ABS guidance and Handbook Number 2 on Planning and
Budgeting.
Subsequent to this message on the specific content, format and timing of
the ABS, there win be seven additional airgrams tbatwill pertain directly
or indirectly to the development of the FY 1978 program. (In addition.
field missions may receive specific supplementary budget and program
guidance from regional bureaus. AID/w bureaus will receive additional
specific guidance from PPC.)

- FY1978 ProgtamGuidance, early April. This airgram will provide
policy guidance to assist missions in constructing the content
and emphasis of the 1978 program. It will concentrate on sub
sectors emphasized in recent legislation and on areas not
extensively covered in recent program guidance.
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- May 15, 1976: Executive Branch transmits legislation proposing
authorization of funds for FY 1978.

- Instructions ,and format for preparation of the FY 1978 Manpower and
Operating Expense Budget, early ApriL The date for the receipt of the MOB
in AID/W has been advanced to May 31.
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This provision requires that we develop authorizing legislation
roughly a year earlier than has traditionally been the case and
prior to the preparation and transmittal of the President's
Budget for FY 1978. In the case of the AID development assistance
program. it involves transmitting legislative funding proposals
for FY 1979 as well asFY 1978 since we are on a two-year cycle
(e.g., Congress has just authorized funds for both FY 1976 and
FY 1977). The FY 1978/79 funding proposals for development
assistance have recently been developed and forwarded by the Secretary

to 'OMB. Once we receive final approval from the President, missions w111
be informed of the overall fundil'lg amounts contemplated for FY 1978
and FY 1979 and of the tentative planning levels that were included for
each bureau. (FY 1978 funding levels for supporting assistance have not
yet been developed.) In ~egard to program compos{Uon and .
level, it is importan~ to note that the Agency -

- PL 480, Title II. The SOG met on March 25 to discuss progress in
inte~ratin~ Title II with development assistance. An airgram
summarizing the conclusions of that meeting is being prepared.

- PL 480, Title I, revised progranuning procedures. ,Ls:.mi8lSllcr.\s are
aware, PL 94-161 contained important changes in ¥L 480 legislation. An
AID/W task force has been GOns1derfngfhe full 1mp11eat1~B
of these amendments and will r.eCDllllliend adjustments in the Agency's
programming process for PL 480. We have included in this budget guidance
instructions and tables for missions to propose PL 480 funding levels.
The later airgram will deal with PL 480 policy and the progranuning process.

As missions are aware, the budget process is how governed by a new and
different cycle, contained in the Budget and Impoundment Act of 1974.
The full schedule is contained in Handbook Number 2. However, a few
target dates are of particular impoxtance to the preparation and
content of the FY 1978 ABS submissions and subsequent documentation.

- Program Evaluation Planning, this month. In order to integrate evaluation
planning more closely into mission program planning and budget preparation,
mission evaluation plans for FY 1977 /78 are to be submitted as part of
the ABS. A separate airgram will be sent later this month updating last
year's guidance (AIDTO Circular A-443 dated July 27, 1975) for program
evaluation planning. The basic format for the evaluation plan is included
as an attachment to this airgram.

- Instructions and format for preparation of contraceptive commodity tables.
I. Timetable for submission of budget material for Fiscal Year 1978.
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will still have to prepare and defend a budget request before OMB for
both fiscal years. The basic content of the AID/W summer and fall
budget review process will not be affected.

- September 13, 1976: Congress completes action on appropriation bills
for FY 1977.

If this target date is met it will mean that the Agency will have an
Operational Year Budget for FY 1977 concurrent with the beginning
of the new fiscal year. The funding uncertainties and related
difficulties of operating under a continuing resolution will
no longer apply. On the assumption that the deadline will be
met, we are planning to develop both the Operational Year Budget
for FY 1977 and the budget proposal for FY 1978 simultaneously.
Because the FY 1978 budget proposals will be based on firm assumptions
regarding actual allocations in the current year, we believe our
program proposals to OMB and later to the Congress will be substantially
enhanced. Accordingly, the ABS submissions for FY 1978 will serve
a dual function in ~:fd:btl the basis for the allocation of actual funds
for the current year as well as proposing budget levels for the
budget year.

- March 15, 1977: Standing Committees recommend funding levels for
FY 1978 to House and Senate Budget Committees.

In the context of the preceding Congressional deadlines, the schedule for
the FY 1978 ABS and subsequent documents is as follows:

These recommendations have an important bearing on amounts included
for foreign assistance in the First and Second Concurrent Resolutions
that will establish overall fiscal limitations for FY 1978 and
influence the amounts contained in the final appropriations. For
this reason, it is important that the Agency complete its
Congressional Presentation for FY 1978 well before March 15. For
FY 1977, the Presentation was completed on February 15. For FY 1978,
tne-rrresentation must be completed by February 1. This in turn
requires that we advance the deadlines for receipt of certain
documents in AID/W.

PRINTED 4-71

Project Implementation Documents (PIDs) for FY 1978.
As and when ready but not later than June 30, together
with the ABS for development assistance countries and July 30 for
supporting assistance countries.
We strongly encourage missions to transmit PIDs as early as possible
in order to allow sufficient time for development of PRPs. PIDs
that are received within a reasonable time prior to receipt of the
final ABS, will be acted upon within 15 calendar days, per page 86
of Handbook No.3. PIDs should be no longer than about 5 pages,
as specified in Handbook No.3. It is important that estimates of
resources required for project design, development and evaluation
be included in the funding estimates contained in the PIDs.
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A discussion of the impact of these factors on ongoing and
proposed new projects.

Identification of the areas where the approved DAP is out
of date and an explanation of the factors which have
changed the programming strategy.

If the DAP or one of its component parta must be reworked
an estimate of when the new material will be ready for
AID/W review and approval.

2.

3.

1.

3. Annual Budget Submission: June 30; July 30 for Supporting
Assistance countries.

2. MOB Submission due AlD/W: May 31.

4. Completion of bureau and office review of PIDs: August 16.

5. Bureau and office submissions to PPC including revised
amounts for FY 1977 and proposed amounts for FY 1978: August 16.

8. Agency submission to OMS for FY 1978: October 1

6. Notification to missions to proceed to PRP stage: Anytime
after receipt of PID through August 16.

7. PPC budget reviews: September 1-30.

9. Issuance of FY 1977 Operational Year Budget: October 1

10. Deadline for receipt of all PRPs for FY 1978 in AID/W: As and
when ready, but no later than October 30.

11. Completion of PRP reviews for inclusion in FY 1978 CP. November 30.
(We would hope that Supporting Assistance countries could meet
this deadline but recognize the difficulties faced. We therefore
request that they submit a schedule for PRP submissions which
is as close to this date as possible.)

12. Transmittal of FY 1978 Congressional Presentation: Feb,ruary 1, 1977.

a. Mission certification of the continued validity of its DAP. Submissioaa
should include a statement on the current validity of the nAP
strategy and very briefly indicate why the 1lI1asion continues to
regard the existing strategy as valid. If events subsequent to
AID/W approval of the nAP have significantly altered the mission's
program strategy, the missions should prepare a statement for AID/W
including:

II • Contents and arrangement of the FY 1978 Annual Budget Sub1ll1saion.
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b. Identification of opportunities for Centrally Funded Research. (Optional)

Missions are encouraged to provide an updated discussion of key
problems faced by the host co~ntry which migl.t be dealt with
through centrally funded research and to propose activities
that might be undertaken to effectively deal with these problems.

As you are aware, there has been considerable attention in AID/W
during the last year to ways of achieving improved integration
between centrally funded research efforts and operational
programs. Early field identification of research-relevant
problems is one ·of the best means of insuring that this process
continues. The~ug8estions put forward in the FY 1978 ABS will
have a significant impact on the focus and composition of our
centrally funded research program.

It is suggested that the discussion may include the following:

- An assessment of the impact and related benefits of
previous research efforts--whether AID funded or not.

- Identification of particular development problems
that may require new or improved adaptive technology.
Suggestions could be country specific or of regional or
multi-country significance.

Mission responses will be treated as an action item in AID/W. The
airgram responding to Mission suggestions will include: (a) an
assessment of the significance of the problem identified; (b) a
discussion of how the requested assistance can be best provided
and (c) an indication as to whether funds have been 1nl:lu6ed
in the interregional program.

c. A summary table I showing funding levels forFY 1976 and the
Interim quarter and funding requirements forFY1977 and'FY 1978
by Appropriation Account. (See format at Attachment I)

- For FY 1976 and the Interim Quarter, we hope to have an
Operational Year BUdget based on final Congressional action
early in May. Copies of the OYB for FY 1976 and the
Interim Quarter will be immediately forwarded to all field
missions. Data in all aables referring to FY 1976 and/or

, Interim Quarter' iliould conform to the OYB.

-'For FY 1977, missions should attempt to adhere to the
program content and level put forward to the Congress in
the FY 1977 Congressional Presentation. We recognize
that some deviations in funding levels for ongoing projects
may be necessary and that in some cases, new activities
may be developing at a faster or slower pace than originally

IINC! ASSIFIED
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- For new FY 1978 projects, PIDs which have not been submitted
prior to June 30 should be attached as separate appendices
to the ABS document. Operational Program Grants (OPGs) should
be listed on summary table II and PID equivalents, i.e., a
narrative summary of Early Consultation, should be sent prior
to or included with the ABS. (see Appendix 7 Aof Handbook No.3)

- For new and ongoing FY 1977 projects, clearly identify with
an asterisk any activity where there will be a known and
certain deviation from the FY 1977 funding level proposed
in the data sheet for that project in the FY 1977 CPo In the case
of new projects, the reason for the change should be very briefly
explained on an attachment to summary table II. In the case
of an ongoing project, the explanation will be included as
part of the narrative material requested for ongoing activities.
(see Attachment 3)

- For FY 1977 and 1978 we ask that missions estimate the
likely quarter for obligation for both new and ongoing
activities. As missions are aware, the Agency has
stressed the importance of early obligation of funds where
practical and effective. For FY 1976, we prepared an
Agency-wide implementation plan and have been monitoring
obligation progress against that plan. For FY 1977 and
for FY 1978, we will prepare similar plans. Your estimates
of the date of obligation will be drawn upon in compiling
these plans.

planned. Moreover, the results of the final FY 1976 and
Interim Quarter allocations in the Operational Year Budget
may influence funding plans for FY 1977. Where deviations
from the CP for FY 1977 are necessary, they must be clearly
identified as an attachment to summary table II (see below).

As was the case last year, we ask that missions rank-order all
proposed new FY 1978 activities. This ranking should reflect a
best judgment on funding priority based on factors such as program
strategies and priorities set forth in the DAP, consistency with
the Congressional mandate, host country interest and support,
timing and readiness for funding.

Summary table II will be used to provide input data for the Country
Program Data Bank. The table will be periodically updated to provide
comparative budgetary information during the various sta~es of the
budget cycle.

d. A summary table II listing ongoing and new activities by appropriation
account for FY 1976 through FY 1978. (~e~ format and detailed
instructions at Attachment 2 and revised forward funding procedures
for new FY 1978 projects at Attachment 3.)

10'......10 ,,,.,1

_
p_o_aT NO'_--IL..- C_'"_A_U_I"_IC_A_T_IO_~_~ -.:...-.:...~-=rP..~._K--=:.:......_~_....&.AIDTO CIRC A UNCLASSIFIED

01' 29

5_~2 (TM 2:3)

CONTINUATION



,_..
'-iONTINUATION

AIDTO eIRe A

DEPARTMENT
SUP A7 to HB 2 (T~

OF STATE

CL,A",,,ICA1'IOH .
UNCLASSIFIED

2:~

AIR.,,:

0.. 29

v c "

e. A narrative progress statement for each ongoing grant activity
schedule to receive funding in the Interim Quarter. FY 1977 or
FY 1978 together with supporting fiscal tables (see format and
instructions at Attachment 3).

The narrative should include a very brief statement regarding
implementation progress. The content of the statement should be
organized along the following lines:

- Project on schedule: merely a statement to this effect

- Deviation from schedule, no change in level or composition of financing.
outputs or purpose: expa~d narrative to describe progress to date against
each major output and each major end of project condition

- Deviation in level or composition of financing, in total or for a period:
expand narrative to include reasons for deviation and provide revised
furiding requirements

- Major change in type of inputs to be furnished, major change in outputs
to be achieved or minor change in purpose: briefly explain nature
of change. prOVide reestimate of funding requirements, include date
for submission of Revised Project Paper

- Fundamental change in project scope of purpose: describe plan for
project phase out. submit revised funding estimate and, if applicable
date for submission of new Project Paper.

(The preceding narrative is not required if a PAR has been submitted to
AID/W during FY 1976 and that document provides the information. Nor is it
required for ongoing ~rojects that will receive their initial funding in the
Interim Quarter or ~n FY 1977.

Fiscal tables for FY 1977 ongoing projects will be of use in
constructing final Operational Year Budget levels for that year.
We recognize that these tables will have to be prepared without
benefit of actual FY 1976 expenditure data. although mission
estimates should be relatively firm at this late stage. If regional
bureaus determine that final. actual results are later necessary,
missions will be asked to update these fiscal tables.

f. A listing of new FY 1978 projects showing funding requirements
according to revised forward funding guidelines together with

alternative funding levels. (see instructions at Attachment 3)

g. Long Range Projections (Development Assistance countries only) (see
. format at Attachment 4). The new Budget Act requires that the
President's annual budget project funding levels for four years beyond
the budget year; theFY 1977 budget contains projected funding
levels for foreign assistance through 1981. at levels identical to
those proposed for FY 1977. The FY 1977 budget makes it clear that
the FY 1978-81 estimates reflect current policy assumptions and are
not intended as a forecast of future decisions. The FY 1978

____-:c.,c;~-:-:.c::,~:'=~,.,;.:It~T~;.FlED
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L Multi-year Program Planning

The narrative summary should briefly and concisely list the basic
economic, political and institutional premises on which the
projections are based. It should not attempt to repeat the basic
strategies and justification contained in the DAP. To the extent
that there are fundamental uncertainties which would alter the level
and composition of the projections, these should be enumerated.
The narrative portion should not exceed two pages.

UNCLASSIFIED

As missions are aware, the Congress has amended the FAA
to ensure continuity of distribution under Title II
by establishing a minimum tonnage level of 1.3 million
and by specifying that not less than LO million tons must be dis
tributed through the World Food Program and non-profit
voluntl;lry agencies. As a result, we are in a far better
position to develop firm Multi-xear Program Plans and
to follow through on those plans in cooperation with

Despite the mechanical nature of the projections contained in the
budget, it is important that the Agency be in a position to develop
and put forward realistic estimates of future funding requirements both
for internal planning purposes and in response to Congressional and/or
OMB request. Accordingly, we ask that Missions prepare a long range
program plan consisting of (1) brief narrative summary and (2) an
estimate, by appropriation account of program levels through 1982.

j. Title II~ AIDTO Circular A-287, dated May 13, 1975 continues to
provide the basic guidance for preparation of Title II material for
the FY 1978 ABS. This airgram contains additional program arid
budget guidance for developing Title II proposals. The Title II
section of the ABS will contain a narrative section and supporting
tables. The fonnat and ins tructions for preparing supporting
tables is at Attachment 7. The narrative section and proposed
funding levels should be developed in the context of the following:

i. Public Law 480 - Title I: As previously indicated, additional
program guidance is in preparation regarding implementation of
new PL 480 legislation. The instructions in this airgram pertain
only to preparation of funding proposals for incorporation in
the ABS. The program guidance will not alter these basic
requirements, although additional material may be required. For
Title I, narrative material is not required at this time.
Missions should complete tables in the format at Attachment 6.

h. Mission Evaluation Plan: See format at Attachment 5

..,,,....... (..NI
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budget will contain projections through 1982 and it is likely that
these will also be straightlined, based on the final mark for FY 1978.
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the host country. Accordingly, missions and cooperating
sponsors should, where warranted and appropriate, develop
multi-year Title II program p1an.s (MYP) by category.

- The narrative section should include a discussion
of methods for managing Title II programs over a
2-5 year period, using FY 1977 or FY 1978 as the
base year.

- Multi-year programming does not necessarily mean
automatic expansion in program level. For example,
MYP in school feeding will, for many countries,
reflect the completion of a phase over from Title II
resources to 100% host country support. In the case
of Food for Work, the advantages of MYP are not
necessarily related to the number of workers employed
but to the kinds and scale of projects cooperating
sponsors have the confidence and capability to launch.
Furthermore, Food for Work projects may offer
opportunities for providing support to related
development assistance programs. In the case of
maternal and child health programs, MYP may encourage
host governments to provide increased resources to
the health sector.

- The opportunity to develop a multi-year plan by no
means indicates that we should abandon single year
programming in a particular category. MYP is a
newly authorized tool to be applied on a case-by-case
basis as missions and cooperating sponsors deem ~

appropriate.

- Multi-year Programming requires the establishment of
realistic development baaehmarks whiCh provide
cooperating sponsors and the mission early and clear
indications that projects are on course. The simpler
the benc~rk, the less doubt will there be about
program achievement and the earlier will missions be
alert to project shortfalls and possible failure.
For example, MCH-infant weight control through the
use of weight charts provides a simple statistical
indicator of project movement. The number of infant
weights increasing, decreasing and remaining below
the recommended range for their age are indicators of
project achievement. Infant mortality and morbidity
recorded monthly and compared over time provide
another, albeit more lengthy indicator that the
project is or is not taking hold. Food for Work
indicators might include number of employment days,

UNCLASSIFIED
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number of projects started and completed, number of
new employment opportunities created in the rural
areas.

- Multi-year Programm~ng does not alter the requirement
that Title II programs comply with AID Regulation 11;
multi-year programming continues to be contingent upon
the availability of commodities, and cooperating
sponsors agreements entered into should continue to
reflect this contingency aDd compliance with
Regulation 11.

Established Title II priorities may not always dovetail
with individual country goals and alternative approaches
may be highly effective. Missions are encouraged to
re-examine established policies in the following areas
in the light of recipient country's development goals and to
propose modifications in the application of Title II
assistance.

a. Recipient Category - In general, MCH, FFW and School
Feeding continue to have priority in that order.
However, some missions may demonstrate that to
achieve an agreed upon development goal another
ordering of recipient categories would constitute
a more effective course of action.

- Food distributions provide a unique opportunity
to assess the health and economic conditions of
a significant section of the population

- Food assistance is direct - provides an immediate
impact inside the house.

Missions are encouraged to be sensitive to the opportunities
offered by Title II programs to bring about improved health,
physical growth and more productive employment opportunities
among Title II recipients. Title II has SODe special
characteristics which provide a unique opportunity for
individual and community development. For example:

2. Sensitivity and responsiveness to individual country
development goals.
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b. Rations - Previous guidelines recommended ration levels.
In some countries, particularly in Food for Work
activities, volags and missions may have justification
for recommending increased rations and modifying
the commodity mix in order to provide a better
nutrition package to the familv and a more equitable
wage for the worker. AID/W will pe providing further guidance
on ration levels and is prepared to provide assistance on
questions regarding the nutritional impact of foods.

c. Operating Reserves - To be responsive to small scale
emergencies and to cover losses during commodity handliRg,
volags may justify an operating reserve of up to 25% of
their approved program. This will provide cooperating
sponsors with a sense of security and an improved
responsiveness to local needs.

d. Adult Feeding Cases - In prior years, Title II policy
authorized volags to have a portion of their total
program in the adult health cases and institutional
feeding categories. These feeding activities were
de-emphasized due to a shortage of resources. We are now
willing to consider small programs in the adult
feeding category on a case by case basis if it
complements other development programs. Worldwide
resources for this are limited.

3. Commodity Availability

STATE 30851 of February 7, 1976 provides the commodities
and prices to be used in preparation of the FY 1978
voluntary agency program plan.

k. PID documents are requested for all Housing Investment Guarantees
proposed for FY 1977. Priority will be given to the provision of
low cost housing for the poor. Missions should refer to Handbook No. 1
part 111-6 and PD 55 in preparing this justification.

1. Because of Congressional and Agency interest in tracking assistance
to PVOs and cooperatives, Missions should prepare the table at
Attachment 8.

m~ As was the case last year, we ask that Missions prepare tables
on contraceptive usage and requirements and on the quantity of
contraceptives provided by other donors. ~h8tructions and format
will be forwarded in a separate a1rgram.
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Contents of the FY 1978 Annual Budget Submission

2. Centrally funded research (optional)

7. Fiscal tables for ongoing activities (see Attachment III).

3. Summary table I (see Attachment I)

4. Summary table II (see Attachment II)

1. Mission certification of the continued validity of the DAP.

5. Narrative attachment to summary table II explaining deviations in funding
levels for new FY 1977 projects (as necessary).

8. FY 1978 new projects listing, alternative funding levels (see Attachment III)

6. Narrative progress statement for ongoing grant activities (as explained
in body of airgram)

10. Long Range Projections, narrative and funding requirements (see Attachment 4)

11. Evaluation Plan (see Attachment 5)

12. Title I, funding levels (see Attachment 6)

13. Title II narrative and funding levels (see Attachment 7)

15. Contraceptive tables (instructions and format to be sent in subsequent airgram)

14. Assistance to PVOs and Cooperatives (see Attachment 8)
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COWltry/Program _
SUDIIlary Table I

Funding Levels for FY 1976, IQ, FY 1977, FY 1978

Attachment 1

Food/Nutri tion
Grants
Loans

Population/Health
Grants
Loans

(Population)
(Grants)
(Loans)

(Health)
(Grants)
(Loans)

Education
Grants
Loans

Section 106
Grants
Loans

Sub-total
Grants
Loans

Supporting Assistance
Grants
Loans

Total

HIGs

PL 480
Title I
Title II

FY 197fJ:./
Interim

11Quarter- FY 1977 FY 1978

11 Data for FY 1976 and the Interim Quarter should be based on the Operational
- Year Budget which we believe will be available in early May.
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Instructions for Completing Summary Table 2 (ABS/CP Summary)

This table will be used for purposes of budget review and analysis and also to enter
data in the Country Program Data Bank (CPDB). It is anticipated that the table will
be periodically updated during the budget cycle. It is important that it be
prepared carefully and accurately.

The CPDB will be an automated system providing current information on planning
and budgeting for all Agency projects. The ABS/CP Summary Form, Summary Table II
will be used to enter (1) budget data in the ABS as received from the field missions
or originating AID/W offices. (2) revisions to proposed budgets as modified in the
Agency's review process, (3) budget data to be used in the Congressional Presentation,
and (4) changes contained in notifications to Congress. The type of data to be
entered into the CPDB will be indicated by entering the appropriate number in the
box in Block 8 of the form, e.g., for the FY 1978 ABS, the number"ll~ should be
entered.in the box.

Block 1, Transaction Code: Enter A for "add" in the box.

Block 2, Document Code:

Block 3, Country/Entity:

Block 4, Document Revision No.:

No entry required.

Enter the name of the country or entity as
appropriate, i.e., country receiving AID
assistance, regional entity being assisted
(e.g., ROCAP), grantee (e.g., organization
receiving an AID grant) or type of program
(e.g., research).

Leave blank.

Block 5, Operational FY:

Block 6, Bureau Symbol and Code:

Ente~ the last two digits of the year preceding
the Budget Year, i.e., in this case, 77.

Enter the appropriate sponsoring bureau
symbol and code found in Table 1, Appendix 6 A
of Handbook No.3.

l.,i
~

Block 7, Geographic Code:

Block 8, Type Data:

Block 9, Type Assistance:

Enter the appropriate Geographic Code for
the tountry/Entity found in Handbook No. 18.

Enter (1) in the box.

Enter the appropriate number in the box
indicating the type of assistance proposed.
If an ABS includes both project and program
assistance, a separate ABS/CP form should be
used for each.

UNCLASSIFIED
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Enter the appropriate primary purpose
oode found in Annex 6 B of Handbook No.3 •

Enter the last two digits of the fiscal
year which it is estimated that the
last authorization or obligation of AID
appropriated funds will take place.

Enter the applicable appropriation alpha
code found in Table 2, Annex 6 A of
Handbook No.3.

Leave blank.

For FY 1977 and FY 1978 projects only,
enter best current estimate of the
quarter for obligation, e.g., if in third
quarter of year, enter 3. For projects
to be funded in FY 1977 and FY 1978,
enter two numbers, e.g., 2/3, indicating
an obligation during the second quarter
of FY 1977 and the third quarter of
FY 1978.

Enter the four position project sequence
number

Enter the project title (not to exceed
40 characters)

DEPARTMENT

Block 15, Primary Purpose
Code:

Block 14, Appropriation:

Block 12, Quarter for Obli
gation:

Block 13, Est. FY of Authori
zation/Obligation, Final:

.., ......... I...al

Enter the type of program assistance
proposed, i.e., either CIP (Commodity
Import Program) or Cash Transfer.

Block 10, Project Number:

Block 11, Project Title:

For Program Assistance:

Block 10, Project Number:

Block 11, Project Title:

Projects should be organized and listed by Appropriation Account and sub
divided into new and ongoing categories. For proposed new FY 1978 projects'
indicate funding priority numerically, i.e., for the top priority project
enter (1) after the title of the project, etc. For FY 1976 and the
Interim Quarter, funding levels should be based on and derived from the
OYB •. For FY 1977, where deviations in funding levels from amounts
contained in the CP for either new or ongoing projects is known and
certain, the activity should be asterisked just after the title. For
new projects that are asterisked, a very brief narrative explanation
should be attached to summary table 2. For ongoing projects that are '1(_... ,,', ..•.\

asterisked, the narrative explanation will be attached to the fiscal '
tables for ongoing activities.
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Block 16, Loan/Grant
Indicator:

Block 17, Budgets:

Enter "L" for Loan, "GN" for grant new,
or "GC" for grant continuing.

Enter (in thousands of U.S. dollars)
the proposed funding level for the
Actual Year (1976), the Transition
Quarter, the Operating Year (1977), the
Budget Year (1978), and the Life-of
Project.

Block 18, Date Document
Received in AID/W: Leave blank. This block will be filled

in on receipt in AID/W of the ABS.

Preprinted Summary Table 2 (the ABS/:cP form) is in preparation and will
be forwarded to all missions within two weeks.

Note: Additional instructions regarding the Activity Identification
and Classification (AIC) System will be contained in two airgrams:

(1) Activit Identification and Classification
th~s a~rgram w~l exp a~n and ~dent~ y the
system, purpose codes, technical codes and special
codes to be used on all project documentation; and

end March 
number~ng

concern

(2) Instructions on Preparation of project Document Facesheets,
early April - revised PID, PRP, and PP forms will accompany
these instructions.

AI....... ("'.,

UNCLASSIFIED
tL.A••'PICAT'OH



A fiscal table is required for each ongoing grant project which is scheduled to
receive funding in the Interim Quarter, FY 1977 or FY 1978. Fiscal tables
are not required for ongoing projects that will receive their initial funding in the
Interim Quarter or in FY 1977. The information to be provided on these fiscal
tables is similar to data included in the U-203 and W-203 reports. Instructions
and definitions used to prepare these documents apply to the ongoing grant
budget tables. Note that the June 30, 1976 pipeline figure should include a
best estimate of unliquidated prior year funds.

29
~..&

Attachment 3
(Instructions)

CI.A"'I'ICATION

UNCLASSIFIED

_.- -'---------ci.As~iii~ATi·u"-- ---------

DEPARTMENT OF STATr

NO.

Instructions for Preparation of Ongoing Grant Budget Tables

As missions are aware, the Agency has adopted an integrated documentation system
for loans and grants. At the same time, it has become apparent that the
dichotomy in funding procedures for grants and loans should be changed. In
reviewing alternative procedures, we conclude that forward funding guidelines
should be based on the following general principles.

1. Forward funding should be based on and adjusted to the particular
and special needs and objectives of the project;

4. In the case of grants, application of the preceding may involve
1ife-of-project fanding; UNCLASSIFIED

2. Forward funding levels should be calculated on the basis of the
minimum level of resources necessary to accomplish stated objectives;

3. The test in any case as to whether or not full funding level is
justified is whether the benefits justify the additional Agency
resource that would otherwise be available for alternative activities;

Forward Funding Guidelines

The following constitutes a change in the forward funding guidelines for new
grant projects proposed for initial funding in FY 1978. The instructions
establish a more liberal and flexible set of criteria designed to conform project
budgeting to the needs and ob1ectivea of individual grant activities. Missions
are encouraged to comment on ~he usetulness of:tnese new gUidelInes.

1. Backsround

The Agency has traditionally taken a different approach to funding procedures for
grants and loans. Current Agency practice is to fully jund loan activities and,

'in most cases, to incrementally fund grant activities.l In the case of grants,
forward funding guidelines were set forth in AIDTO Circular A-368, dated
May 16, 1914 and applied to preparation of budgetary material for both FY 1976
and FY 1977. Further instructions regarding funding estimates, approval
procedures and length of commitment were contained in AIDTO Circular A-466,
dated August 2, 1975.

AIDTO CIRC A

A'MIilM 2 (TM 2:3)

CONTINUATION
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5. Decisions on forward funding levels must be made on a case by case
basis. At the same time, there are limits on our ability to forecast accurately
future funding requirements and a consequent need to establish an
overall cut off point that could be exceeded only under special
circumstances;

6. The forward funding system should be flexible enough to adapt
to budgetary realities. Budget constraints may force us to re
order priorities and to pick and choose among projects or to reduce
forward funding levels for individual projects. To do this
intelligently, it is necessary to develop alternative funding
levels and to understand the marginal benefits associated with each.

2. Forward Funding Procedures for Grants to be followed in preparation of 1978 ABS

1. FY 1976 and Interim Quarter

Funding levels for new and ongoing projects should be based on amounts
contained in the final Operational Year Budget for these two periods.
In general, guidelines contained in A-368, modified by A-466 will continue to
apply. Missions and AID/W bureaus and offices should also refer to FY 1976 and
Interim Quarter funding levels set forth in ~he FY 1977 CPo Missions
may receive additional specific guidance from their bureaus subsequent
to completion of the OYB.

2. FY 1977

Funding levels for new and ongoing projects should be based on amounts
contained in the applicable data sheets in the FY 1977 CP, except in
those cases where deviations are known ,and certain and identified and
explained as part of Attachment 2 or 3.

3. FY 1978

In the case of ongoing projects, forward funding should be based on
A-368.

In the case
will apply:

the following forward funding guidelines

UNCLASSIFIED
-----CLAaiiiFi'CATION-------

A. For proposed new FY 1978 bilateral and in~erregional grant
activities obligated by Project Agreements: forward funding
of all elements (always excepting direct hire technicians,
which should not be funded beyond the current fiscal year)
should be established in accordance with project objectives
and with due regard for management steps set forth in the
project plan (e.g., completion of phased objectives,
completion of a significant evaluation). These new FY 1978
grant projects may be funded up to three years from date of
obligation.

PRIM TED ...7t



1/ Capital grants are normally funded on a life-of-project basis.
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CL."''''CATION

UNCLASSIFIED

DEPARTM ENT Of STATE

NO.

UNCLASSIFIED

C. In order to measure the financial impact of revised forward
funding procedures for new FY 1978 projects and to permit
an analysis of the impact of alternative funding levels,
missions and AID/W operating bureaus and offices are asked
to d~velop three alternative funding levels and to briefly
e~lain why additional forward funding is desirable and
warranted. The alternatives are: (A) full funding in
line with project objectives, up to three years beyond the
date of obligation, (B) forward funding based on guidelines
contained in A-368 (if identical to alternative A, so indicate)
(C) a viable alternative that should be ~onsidered if overall
grant resource levels were substantially reduced but that
would, at the same time, be consistent with important project
objectives and preferable to alternative B (see format enclosed
as part of Attachment 3).

----------_. "'--"',--" ---- -._--cl.. •••U'ICA": .i;lH

B. For new 1978 regional and interre8!0nal activtties for
which obligating instruments are usually negotiated in
AID/W, project managers should establish funding periods for
contracts and other instruments in accordance with approved
interim or final project objectives. These activities may be
funded up to three years from date of obligation.

AIDTO CIRC A

In regard to participant training standard costs, modification of the standard
cost system is in process. The modification is designed to rationalize the
allocation of costs between AID/W and USAID. Inclusion of a broader range
of standardized costs should permit more accurate calculation of the direct
costs of individual participant programs to be charged to USAIDs. Specific
guidance will be transmitted in early April.

POIT

XfMI2 (TM 2:3)
CONTINUATION
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FORMAT FOR FISCAL DATA
ONGOING GRANT PROJECTS FOR· THE ANNUAL BUDGET SUBMISSION

Attachment 3

C'~

~~.

oS
,.....
"

PROJECT NJam
PROJECT NUMB'~E"::'R---------

APPROPRIATION

INITIAL OBLIGATION, _
FINAL OBLIGATION _
TOTAL COST _

DATE PRop/REVISION------DATE, LAST PAR:-- _
DATE NEXT PAR:...- _

I FY FY Unliquidated FY 1977 and FY 1978
~~ pb1igations Expenditures as of: Obligations by Cost Component/MOl
~~ 6/30/76 Cost Direct Aid Contract PASA Total
i~ Actual inc. prior Component 77~ 77 78
~3 FY 1976vear funds u.s. Tech. _ '

u Estimated Local & Tcn.
§ Interim Qtr. 9/30/76 Participants I

Estimated Commodities ~

FY 1977 9/30/77 Other Costs ~
Proposed !
FY 1978 9/30178 .Total .:

i
!
'.
•t
c

"

-JJ-J

iod

DOLLAR COST (IN THOUSANDS)U.S.

.""~J

Contract/PASA Fund~Lt g: Per____
Name of FY 1976 Int. Qtr. FY 1977 FY 1978 On Board Personnel

Contractor Obligations !ObligatioI'll Obligations Ob1igationE bIJU. 'jIJU 'j/3U 9/30
from to from to from to .!.rom ~ 1976 1976 1977 1978

Period 'fWj/yr-mo/yr ~o/yr-mo/y] f1XJ/yr-mo/yr mo/yr-mo/Yl Direct Hire No. No. No. No.
PASA " " " "

Amount $000 $000 $000 $000 C<mtract " " II II

Participants II " " II

Period " " " "
Amount " " " "
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Country/Program __

1/
Proposed New Projects - FY 1978 Alternative Funding Levelg-

~.":<,J

·"c.

'"...·..·

Months from
Date of

(Alternative C)
Mission Alternative
if Grant Resources

Curtailed

Dollars Obligationf/

Attachment 3a

~,:1

Forward Funding
According to

A-368
Dollars

(Alternative B)(Alternative A)

Full Funding Level
Months

from Date
Dollars of Obligation~/

~::,;.,,.1.~

:I/~I.
.
••'.'<'."'_••'_••• '•• ' •• ' i 0'1
• .. N

t~

'.~. .. . ~
< II N

C ! N

~ AI Project
~ ~ (List and organize by
C 1-1

.!:! ~ appropriation account)
II. CI.l

~ j
u to)

~

UJ
l
CC
I-

(I')

&.L
o
I
Z
UJ
~
l
ce:
CC
c..
UJ
C ..

Z

Total Funding Level

1/ Do not attempt to break out cost components.

B
~a
~

N

2/ We appreciate the difficulty of determining at this early stage. the exact relationship between
- the funding period and dollar requirements. Enter best current estimate.-M

Z
:L 0I- _

- t
N. «
ca~ ::Ja...• ·.'.·~
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<

~
~
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~
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NOTE: Attach to this table a brief narrative that states for each project the cost and benefits
associated with each alternative.
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Long Range Program Plan
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Country/Program _
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~INUATION
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1979 1980 1981 1982

" ,i
~

Food/Nutrition
Grants
Loans

Population/Health
Grants
Loans

(Population)
(Grants)
(Loans)

(Health)
(Grants)
(Loans)

Education
Grants
Loans

Section 106
Grants
Loans

Total
Grants
Loans

PL 480 (non-add)
Title I
Title II

HIGs (non-add)

UNCLASSIFIED



Country/Program _-=c
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:; CJ'\
& N

..
o

II ..q
J. N
& (1)

Project Title
& Number/Subject

~\,J

1/ 2/
Mission Evaluation Plan for FY 1977 and FY 197~ -

(2) (3) (4)
Date of

Number of Submission
Date of Last I Last PAR (if I FY 1977 and/or FY 1978

Evaluation applicable) 3/ Evaluation

~..•\~J

Attachment 5

(5) (6)
Period
Covered

Next
Evaluation IRemarks4/

I
LU ~ fa

U H.... ii: ~c i tll.... e tll
(I) .: ;j.

u
U-

~I I I I I I I!0 ......
t- I I I I I I I f!z
LLJ

==.... I I Grants (List all active grant activities)a::
ce
A.

Ij I Loans (List all active loan activities)L&J
C

Other (List all special evaluations)

-<-- ~M.. H
N

~
U

~ 0.- E-l-.... - ~
N ~ -<

i· III

~Ii

11 Supplementary information may be provided either as footnotes or an attachment.
2/ FY 1977 to be firm; FY 1978 estimate.
]I Footnote where PAR was supplemented by other evaluation report •
~ To include indication of help needed from AID/W--for information and planning only;

action request to be submitted in accordance with normal procedures.

i
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Attachment 6PL 480 Title I Agreements and Shipments

Country/Program __

- - -_. - ---- ----~------~ ,------ -------- _.. .-.".. ..."'- .... --- ......
Carryover Carryover

Commodity Agreements Shipments to FY '77 Agreements Shipments to FY '78
(MT) (MT) (MT)

FY 1978 Request
Carryover

Commodity Agreements Shipments to FY '77
($) (MT) ($) (MT)
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*A11 estimates should be in thousands of metric tons of the raw commodity, except cotton which should
be in thousands of Bales. For dollar amounts, use attached price list and show in millions. Dollar
values are only required for FY 1977 and FY 1978.
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*Note: There is no difference between export market value and CCC
prices under current projections.
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CLASSIFICATION
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NO.

Instructions for Attachment 6

PL 480 Title I Agreements and Shipments
Estimated PL 480 Title I USDA Prices for
Budget Projections f6r FY 1977 and FY 1978.

$ Per Metric Ton Un1es§ Otherwise Indicated*

FY 1977 FY 1978

Wheat 138.00 138.00

Rice 322.00 322.00

Corn 98.00 98.00

Upland Cotton (per bale) 327.00 327.00

Tobacco 3,748.00 3,748.00

Soybean Oil 397.00 397.00

Flour (Wheat) 191.00 191.00

Sorghum 89.00 89.00

_I6IaI2 (TM 2:3)
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PL 480 TITLE II FY 78
STATISTICAL TABLES

INSTRUCTIONS FOR ATTACHMENT 7

1) For each cooperating sponsor prepare one statistical table
for FY 78 and one additional statistical table for each
fiscal year projected in the multi-year programming
statement.

2) All weights should be reported in the metric system.

3) To estimate dollar values use CCC prices for the FY 77
program (STATE 030851 dated 2/7/76).

4) To compute total commodity requirements refer to the forth
coming ration guideline message "Recommended Per Capita
Rates of Commodity Usage by Recipient Category".

5) List Kilograms, dollars and recipients in thousands. Carry
recipient data to one decimal point, i.e. 10,138 equals 10.1.

6) For vo1ag program the information to be provided on the
statistical tables is basically the same as that carried
on lines 1-8 of the Annual Estimate of Requirements (AER).

C L.A••' "'CAT' ON



D. Food for Wbrk ••••••••••••••••••••••••••Total Recipients _
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PAGES

PRINTED 6-$6

PAGE

28 OF 29

AIRGRAM

Dollars

Dollars

Dollars

Dollars

Dollars

(Thous and s)

(Thousands)

(Thousands)

(Thousands)

(Thousands)

CLASSIFICATION

KGS

KGS

KGS

KGS

OF STATE~EPARTMENT

NO.

Name of
Commodity

Name of
C01lllIIodity

Commodity

Name of
Commodity

Name of
Commodity

Sponsor's Name __

II. Sponsor's Name, _

No. of Recipients
by Commodity

No. of Recipients
by Commodity

E. Other (Specify) ••••••.•••••••••••••••••Total Recipients _

B. School Feeding •••••••••••••••••••••••••Total Recipients _

No. of Recipients
by Commodity

C. Other Child Feeding ••••••••••••••••••••Total Recipients _

A. Maternal and Child Health ••••••••••••••Total Recipients _

No. of Recipients
by Commodity

No. of Recipients
by Commodity

Total ~.."

Total Other

Total MCR

Total School Feeding

I. Country _

Total Other Child Feeding

AID.5-39A (9-82)
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Country/Program Attachment 8

Su ort to Private Volunta eratives

Functional
FY 1977 FY 1978

'(J;
Account

ONGOING
A. Ongoing OPGs

\J (List by project title)

Subtotal
of which technical assistance to
cooperatives (non-add) ( ) ( ) ( )

B. Non-OPGs
(list by project title)

Subtotal
of which technical assistance to
cooperatives (non-add) ( ) ( ) ( )

V NEW
A. OPGs

(list by project title)

Subtotal
of which technical assistance to
cooperatives (non-add) ( ) ( ) ( )

B. Non-OPGs
(list by project t:itle)

'-' Subtotal
of which technical assistance to
cooperatives (non-add) ( ) ( ) ( )

LOANS
-rrist by project title)

Subtotal
of which technical assistance to
cooperatives (non-add) ( ) ( ) ( )
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FO,reoch add,... chock one ACTION I INFO

TO - AIDTO CIRCULAR A 448

],000

DATE REC'o.

SUBJECT - FY 1976 Program Budget ~bmi8sion Guidance
, ~ ..

REFERENCE - . A. AIDTO Circular A-3~ 5/16/74: Instructions for 1976
'Field Program and Budget Submission.

DATI! lENT

AID/W

B. AIDrO Circular A-275, 4/2/74: Program Guidance on
I=ple~ting A.I.D.'s Strategy for the Education and
Human Resources sector.

C. AID'l'O Circular A':230, 3/19/74: Planning and Evaluation
of Integrated Health Delivery Programs: A Systems
Approach.

D. AIDTO Circular A-996, 9/2.9/73: A.I.D. Nutrition Strategy

E. AIDTO Circular A-346, 5/4/74: Private Voluntary Organi
zations.

F. AIDTO Circular A-46l, 4/21/73: Program Planning for F'Y
1975 and Beyond (pp. 6 and 7). . . .

FOR MISSION DIRECTORS FROM '!'HE ,ADMINISTRATOR

FROM -

AATA
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MP CIA
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OPS
PHA
TAAG
TA/DA
TA/PM
AFR 25
GCAF
PA
AAID
EXSEC
SER
AG
ASIA ],
GC
GCFLD
OFP
GCASIA
GCSA

'OLAB
4SAB ],
GCLA
LA 28 • Introduction
])M HU])
FFS The events of th, past yea%:' have' made increasingly clear the importance of
FM LAB our foreign assistance program as ,part of'the United states ' search for
FSR global peace and .expanding international. economiccQOperation. The
IT NSC rapid1ychangine world economic environment elllPhasiaes the growing inter:"
IT AL dependence 'of all mankind and demonstrates the close relationship between
ITAS U.S. foreign policy objectives and our foreign 'assistance for the
ITP S achievement of lasting peace. As :}"Ol1 ,~elop your FX' 1976, program in
COMB response to the spedfic suggelltion8;~·thismessage,I hope you will keep
CA OPI in mind this essentialbackgi'OUDdto all we do and' seek to a,~~l.UJlUoLI'--_-;;-;;;-r.-

, -,' PAG£
CALI ' 1
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POP AAjPHA:JK1effer; A/AID:NLong; AA!AFR:SAdam.s; AA SA:RNooterj AA/LA.:HKleine
aSAB AA/ASIA:AWhite; GC:CGladSon; AA/SER:WMeinecke; FFP:KBitterman .
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This will be II\Y theme as we introduce our FY 1975 program to the Congress over
the next several weeks.
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~EPARTM[NT OF STATE

AB by now you are well aware., the FY 1975 program has three major elements -- Middle
East, Indochina Rec~nstruction and worldwide development assistance. As a develop
ment investment aimed at eliminating serious tension-causing imbalances, foreign
aid is urgently related to our foreign policy in the Middle East and Indochina.
Stability in both areas can ' lead to a condition of world peace; indeed, world
peace cannot exist if there is no peace in these areas. While ,the challenge to
world peace and order is more dramatic, immediate and direct in the Middl~East and
Indochina, the worldwide development assist~ceprogramis concerned with enhancing
the overall 'environment for peace. No structure of world peace can endure unless 1:\:';:'
the challenge of longer-run,deep-set problems of poverty and underdevelopment is ~

met. .

The oil crisis brought home to Americans the tangible meaning of an interdependent
world economy. It is evident, however, that the inconveniences experienced by
the American people over the past year have been of sinall magnitude in comparison
with the shocks felt by tpe rest of the world's peoples -- particularly those in
AID-assistedLDCs. This is all. the more strildng when we recognize that it is
not si,mply higher oil costs that have brought about a changing world order; of
more moment is the impact of the realization that world food production in the
past year barely iI:Iet consumption reqUirements -- levels which in many countries are
woefully low.

Never before have we so challenged the limits of eax:th's capacity to support man
kind. We must seek out better w~s for man to enhance the earth's essential
strengths, the principal asset of which is mank;ind itself. A fundamental problem
is that avast proportion of the world 's pop~tion is able ·to produce 11ttle more
than enough·· to meet its own minimal .a,nd basic consumption requirements. As you
read. the remainder of this message which concentrates on programs directed at just
this problem,be~ in mind that A.I.D. must IIIOre than ever before reach out to
the. growing number of people living at oi beyon<i this level of absolute poverty.
We must demonstrate in a realisti,c ~d pragmatic ,faShion totbe, peoples of the
world that interdependence can be.a Vital. and positive force for development.
In the weeks· and months ahead lWiU be cOllllUnicating t() you my ideas on how our
policies and operations should be improved to ~et this challense •.

. II. Prog#a:m' Concentration and PrlQrities

POST

AIDTO CIRCULAR A-

The. U.S •. economic assistanceprogtam, pursuant to tpe Foreign AssistanceAcj: of
. 1973 will continue to focus on "critical pl'ob~ in those tunctional sectoX's

which affect· t~e lives of the majority of the people in the dev~loping countries:
food.produ~tion; l'Ul'al. deve1apmentandn\1.tr1t1cin, populationplanntng end health;
and education. public administration and hUlll8l1 resoUrce development.u

A.I.D. has beenllettldng for almost three ,y~ars to concentrate its efforts on basic
human problems; the broad impact of this shitt 1s reflected in the following table:

. Sup t.6 to HB 2
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COMPOSITION OF AID'S DEVELOi>MENT ASSISTANCE PROGRAM
BY FUNCTIONAL CATEGORY .

($ Millions)

l1{3 1974
~ of

1975
%of' %of

Program Program Program Program Program Program
;

Food and Nutrition 23Jl- 24~ 285 3~ 675 6rJ1,
Population Planning

and Health 171 l~ 186 2l~ 22b 2~
Education and Human

~
Resources 91 ~ lOb .~ 109 l~

Selected Problems 252 2~ 143 l~ 63 ~
Selected Countries 224 23~ 169 19% 57 51

Total 972 l~ 889 l~ 1,130 1~!I

!I Total does not .add due to rounding.

The balance ot this message 1s primarily focused on a discussion ot the agriculture
and rural development program, and. more briefly on population and.' the role of
women, as programgU1dance has recently been issued for aspects of other priority
areas-- education, health and nutrition (References B; C and D;sutDmaries of
References B and C are reproduced for your convenience in Attachment B) •...

Ii .~
~

As the energy crisis reminds U8, not all urgent problems of'tbe developing ~ountries,
and not all critical measures to improve the life of the poor in' these countries,
f'all precisely within our main areas of' program concentratiqn. We are, for example,
working with ottleragencies to develop U.S. Government progr$ll8, to helpLDcs deal
with the energy problem. You will be hearing mofe trOll. us on this and related
subjects in the coming III.ODthsas we better define.A.I .D. 's appropriate role.

In. A§riCultureand Rural DevelORment

A. General P:rinciples and Co!1§!essional Concerns. In inatructingA.I.D. .
to hfocuson eritical problems •••which aff'ect the live.s of the major! ty
of' tbe pec:iple in deVeloping couhtries," ~e 1973 'Mallio directed us
to "gin the highest priority to undertakings submitted by host govern
ments whieh directIylmprovethe lives of the pOorest of' their people."
In Us report, the HoUse FOi"eign Atf'airs .Committee said: "We are
learningtllat if the poorest majority can participate in development
bY having productive work and access tpbas1c education,health care
and adequate diets, then1n~ed"~owth.$Ildaoc1aljuatice can go
hand 1n hand.nThe~teForet8D'::Relat1ons CODIrIIittee Report
expressed similar views. . .

In the process of developing a strategy that would embody these
prinCiples, we are beginning to develop, with your aasist~ce,

some general conclusions which shoulcl be~considered as we fashion

~J:fl;r:n
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the small farmer (who makes'up by far the largest component
of the rural poor in most LDCs) plays a strategic role in
increasing food output and has demonstrated his ability to
achieve high yields under suitable conditions, partly because
he tends to apply more labor per unit of land than larger
farmers; and, .

(1)

our program for 1976 and beyond:

CLA"''''C'''''~

UNCLASSIFIED

(2) experience from around the llorld shows that for a variety
of political and economic reasons, the "trickle down" strategy
of concentrating on large farmers for production gains and
solving income distribution and employment problem.s by re
distributing the benefits to the rural poor through taxes and
government services, ,almost never, succeeds in dealing satis
factorily with incimle ~stribution and eq¢ty problems. How
ever, taxes and government services can bea usefui part ,of
broader strategies for pursuing equity and output goals con-
cUrrently.·' .

in the agriculture sector, there are two primary objectives:
increased agricultural ~roduction (both higher yields and
greater nutritive value) to assure adequate food supplies and
assistance to the rural poor •.

growth and equity objectives can and should be pursued con·
currently because:

large se~ents of the rural poor areeither landless orbold farms
tOQ sJDall to produce even asubsi.l!1tence level existence; rapidly
growing populations exaceroatethispr-oblem; increased employment
opportunities must be found for these people and other measures taken;
e.g., the spread of low cost health/familY planning delivery systems
or opportunities for education, to enhance the quality of life for
all: the rural poor.

l\either sllla1l farmersnortbe remainder of the rural. poor make up a
single homoseneous groupinagfvenqountry; successful rural develop·
.nt prOgrams must begin trODianunderst@ding of whiCh ~orgroups

make up the ruralpqor, their.~ problems, and the constra1nts on
and possibilities for helping them.

exper:1eJlQe jlas taugbtus' that rural.. populations should be involved
in both th~ planning and the'uecutionof agriculture and rural
development programs if these programs are to be effective and
have lasting impact.

.. . . Sup A6 to HB'2.(lM 2:1)
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B. Program Content~ Despite past attempts to assist small farmers,

their potential for signific~~t production increases has
generally been underestimated and underemphasized, as has the
essential rationality of their farming practices. Consequently,
in developing programs to increase their productivity, we need
to place special emphasis on activities which:

develop and disseminate technologies to provide the small
farmer with more productive and nutritious crops which
he calrgrow profitably;

support and strengthen economicpol1cy packages which
assist the small rarmer, such as greater reliance on
price incentives;

reform land ownership and strengthen security of tenure;

broaden and assure small farmer access to improved
technology, needed inputs, information, financing and
markets;

strengthen and extend the organiz~~ions for the delivery
and receipt of these goods and services;

create supporting physical infrastructure.

These .farm output-oriented approaches need to be complemented by
,related a<;tivitieswhich provide opport~ties for rural popula
tions, including the ,landless and near-landless, top1a¥ a more
productiverole .and to improve their l1viri&conditiona. The
relative emphasis between small farmer,S a@.,9t.b:er~egments or the
rural poor will vary among countries (and areas within countries)
depending on the results of analysis of the particular situation.

In this broader context we need to streu activithswhich involve:

more employment-creating forms of agriculture, such as
multiple cropping or the shift to crop ~xe. of agronomic
systems which, ef'ficiently use large amounts of labor;

. .

off-farm employment ~. con8t~ct,nee~e~inrrastructure through
labor-intensive p~Uc 'works programs ;

the deve:l.~p.t of, JIi&l'k~ttowns and. small sca1e relatively
laPor-intensive" ~austl'ial··aild..c~eial. enterprises related
to agricul,t~e.an~'fUZ'al 1,ife;

the develo,pmeht .of t'ineru:i&l Institlltions to JD()bili ze rural
savIngs for X'Ufe,]. l.rrirE!stinent; ,
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Our analYsis and experience to date, while quite incomplete,
indicates that priorities and complemci!tttarities among the various
elements of the small farmer production system (technologies,
lnstitutions, policies, infrastructure, inputs, etc.) vary
widely between countries.... there is no single rural development
formula which can be universal1yappl1ed. We can,however,
.gene~ali~ethat the existence of a profitable technology is a
precondition for the general su~cess of rural development pro
grams and that with a profitable technology, progress on the
institut'ional and other components of rural development programs
canofte'n b~.made at a lJurpriS1~~ r"pid pace. At the same
time we must recognize that the force of technological change
can have powerful negative, as vellas positive, impact on
equit~-related d.evelopment goals (e.g.,.when increasing land
profitability leads to displacement of tenants). 'rhUS, the
introduction of new technologies requires careful planning
and analysis of social as well as economic and technical factors.

___UN~~SIFJ:::;::ED:=-__
C"'"••11Ir.,'.O:4

the development of strong local institutions that link the
poor rural majority with government and private delivery
systems and planning processes;

human resource development programs in education, health,
nutrition, and family planning which improve the qUali ty of
life of the rural poor and which equip them to be more
productive. In this connection, special attention should be
given to possibilities for innovative non-formal education
projects designed to provide the rural poor with information
and skills relevant to the real environment in which they
live (see Reference B) and to integrated and low-cost
health, nutrition and family planning delivery systems
(see References C and D).

C. Operational Considerations. AJJ)/W will provide top bUdget and
manpower priority to projects which will both raise output and
bring tangible benefits to small farmers and other elements of
the rural poor. ''Ie are not suggesting that Missions should pursue
a.ll or most of the elements listed above on an integrated basis.
LDCs-- and AID--have limited financial and manpower resources,
and the list of important activities is long and even that is
not all-inclusive. Each country situation should be analyzed to
determine the specific critical bottlenecks and which relatively
few activities should command priority in allocation of AID's
manpower and financial res~urces. (In this connection, we
encourage sector analYsis as a framewo~k for identifying the
needs of the rural poor. Such analysis should. examine, for
example, the effects of alternative cropping patterps and
adoption of appropriate price policies. The analysis should
also take account both of effects within the agriculture sector
and of linkages with non-agriculttfre sectors.)

I'O.T
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The need for a prot'itable technology does not mean that new
scientific breakthroughs or revolutionary changes are neces
sarily required. In some cases, existing technologies
utilized in other areas can be borrowed oradaptedj in others,
what may be required is better price incentives or public or
private steps to open up new export or domestic markets. In
view of the central place given to technological improvements
in achiev1ng both 'equity and output objectives, we are
attaching a separate section (Attachment A) which details a
new programmatic emphasis on this area in particular.

To carry o~texpanded programs of assistance to the rural
poor skillfully and rapi<1ly, the Agency mqst efrectively marshal
its available financial and intellectual resources, including,
in new and expanded fashion, those or private voluntary o~ganiza

tions (see Ret'erence E). USAIDs and AID/W must enter into an
intensive dialogue on problems and solutions. We need to
engage in a mutual exchange of knowledge:in order to promote our
understanding of the prob1em~ being face<1.

In this context, a Working Group on the Rural Poor has been
established in AID/W to facilitate various activities in support
or the rural poor. Further, AIDjw is presently identirying a
number of indivinuals skilled in various aspects or rural
development project formulation and execution who will be made
available to selected Missions for intensive TDY assistance.

USAIDs are requested to support this process of mutual dialogue
and support by· engaging in the exchange of Views both with AIDjw
and with analysts and pol1cymakers in host countries. The
Working Gro~ on the Rural Poor is seeking {seeAIDTO CIRCULAR
A-371, 5/17174}; a framework for feedback of views, ideas and
guidance from individuals interested in rural poverty activities.

It is important to note before closing this section that while
this message concentrates on the rural poor, our concern for
poverty h not limited to those in rural areas; indeed, many of
AID's programs help the urban poor, including agricul.tural
projects which increase food production for urban consumers.
In all but the richest aid recipients, however, the bulk of the
poverty problem lies in -the rural areas where it is generally
less visible but often both deeper andmbre extensive than in
urban areas. In addition, the urban poor, who are usually more
vocal, accessible and politically active than the rural poor ,
have tende<1 to get a disproportionate share of whatever amounts
LDC governments have spent on equity-related government services
(education, housing, health, etc.). Fpr these reasons our
primary t'ocus at this time is on the rUral poor •

.......... e...'
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V. IntefFation of Women into the EconO!lll

Attention to the role of women makes good sense trom the standpoint of e~fective

programming and AID's general development objectives. It is also legally required
by a 1973 (Percy) Amendment to the Foreign Assistance Act (Section 113) which
states that development assistance programs supported by the United states should.

IV. Population

The guidance in the population area in the FY 1975 program guidance message
(Refer e nee F) is generally applicable for FY 1976. That guidance discussed.
our continuing emphasis on the extension of family planning services, our
intent to give more attention to activities relating to motivation and family
size, and the interrelationships among family planning, health, and nutrition.
However, two related factors make budgeting and program planning for the future
considerably more difficult than it has been previously. There has been a rapid
growth in demand for contraceptives, a welcome sign of effective expansion
of family planning services., At the same time it is clear that a sustained
increase could soon absorb and then outrun AID funding availability, especially
given the need to continue financing priority research, training and other
activities. (This has already happened in FY 1974 when Congress imposed a
ceiling 'on population programs for the first" time; in FY 1975 we are seeking a
$25 million increase to partially meet these increased demands. EVen if this
increase is approved by the Congress, tne problem will still remain.) The
budget "crunch II emphasizes the need for AID, and for population donors in
general, to play an even more rigorous role in encouraging countries to carry
as much of the burden as is feasible themselves. Therefore, where Missions
anticipate continued rapid growth in contraceptive use, it is essential that
host governments begin planning for alternative sources of funding, including
principally increasing their own budgets for contraceptives in all but the very
poorest countries. In many countries this should involve local production of
contraceptives. Missions' ptoposals for FY 1976 should address this 'general
problem, particularly in countries With a strong foreign exchange position.

As indieated in Section III, B above, special attention must be paid to fostering
actions by LDC governments to provide liimple health-related family services to
the vaSt proportion of their populations not now being teached by existing
health programs. In giVing funding priority to Mission proposals for projects
in this area; AID will co-program Title X and non-Title X funds to finance
v81'ious .prOject component s • Thes8 proposals should have as their objective
the rapid development of local action and sustaining capacity. (See Reference
C for more detailed description of thia topic.)

Last year's program guidance stated that "Alb will give more attention to re
search, pilot and operational projects designed to influence 'and gain greater
knowledge of the numerous factors which affect motivation and Willingness to
Umit families." We would like to SUbstantially increase funding in FY 1976
fOr. such actiVities; Mission.s are encouraged to discuss this area with host
governments and to develop proposals where appropriate.
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be administered withpar'ticu.lar attention to the integration of women j.nto the
economies of foreign countries.

\

Two important factors should be considered in developing AID programs: (a) the
relationship between women's actual and potent1alroles as d.evelopment
participants end the adtivity's objectives, and (b) the impact of the activity
on women.

In one non-AID rinanced project where the objective was i~creased production of
a particular crop. training and extension services were directed to men. The
projec,; faile,dto Dleet its objective because it was found that the crop was
raised primarily by women. It had never occurred to the project's planners
that women had sUch a strategic role in the areds econ~.

The point is, development projects can make the position of women worse ir
planners, adVisers, donors and implementersdo not consider women's current
and potential contribution to development and take advantage of it.

The Percy Amendment puts. us on alert that inclusion of women in development must
be a conscious concern. It cannot be an inferred principle. Equal opportunity
is basic to the developmental process of any country. Women area vital human
resour,ce in the improvement of life conditions in the developing world. Women,
and their directinfiuence upon children in their formative years, must there
fore be recognized' for their potential positive influence directly and
indirectly on' thecOllrse of national progress. To this end,Missions will
need to:

A. Take specific note of how the AID country program and its key
sector etfortsimpact on women; .

B. El'1sure that programs do not harm women as a group, inadvertently
rail to henef'lt them equally. or carry inappropriate ass~tions

about women's roles in their design;
C. MMe certain that where women or girls pl8¥ an iJoportant part in a

sector or activity, that role, is clearly understood and provided for,
inclUding participation by women in the design, implementation and
evaluation process; 0

D. Identify opportunities in the program for sp~eding the integration
of women in the national economy, includingprovi.aion of w83s and
means to hear directly from women in the developing countries,
in accordance with AlD's statement to this effect in the current
Congressional Presentation;"

E. Identi1y and take steps to fill any knOll1.edge· gaps about the role
of women in areas of" country development in whiCh AID has active
programs under Sections 103-7 of the Foreign Assistance Act.

o What is called f"or 18 not general statements, but- ,-,pl!!cific indications of
points in the country progr8ll1 where the Percy Amendment has an effect, with"
suggested courses of action. In the program review process, AID/W will be
looking increasingly for a focus on women as agents and benef'lciaries of
change.

PIl'HrID e:aa
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As breakthroughs are achieved in Researcl1 and Development programa in food and
nutrition (Whether under our own financing or not), we will move them rapidly
toward the point when they are ready for broad~pplication. A pa.ckage of
technical assistance will be designed to enable a country to consider the
applicability of the breakthrough and, if it chooses, to move quickly in
applying the knowledge in a program that Wi'll include the necessary PQlicy and
institu~ional support to ensure both success and full participation of small
rarmers.

Transfer of Agricultural Technologies

The Technical Assistance Bureau has been $ctively working with both U.S.
and multilateral,research institutions receiving AID support to encourage
greater empha.sis 'on problems relevant to small farmer concerns. This
increased emphasis on small rarmers (and on other aspects of equity objectives
including nutr~tion and employment) covers wha.t crops get research priority;
what size farmers are used for the "development II stage of R&:D; whatrecom..
mendations are made for production practices regarding mechanization. etc.
This is not tos~ that the results of our research will be or (given the
world's serious food problem) should be limited to small farms, but that we
are giving much higher explicit priority to small farmers in our research and
development, as in other agricultural progra!llS.

Given the key role of improved agricu].tural technology in increasing small
farmer production and assisting in meeting LDC output and equity objectives, it
is important that new knowledge aboutlncreasing the production and improving
the efficient use of food be adapted and app!led in the developing world as
quickly as possible. '

Several. e::lC8JIiIles are given below of techilological pac~ages thought to be ready
now for implementation, or expected to be ready 1n FY 1975. Other examples
illustrate opportunities being developed. When items on' either liat match
country priorities, Missions should include consideration of them in
agricultural sector planning exercises, and in their Own program planning.
In particular, MissionsshO)1ld advise AID/W or their interest and likely timing.
for the visit or, an assessment team in order that TAB can plan schedules for
the tim1ted nWllbe~ 01' individuals involved.

Further specific information will' be proVided to Missions about individual
packages as the~ are worked out • Notification at this time is intended to
assist Missions inte.king this form of progralli implementation into account
as they planprognms for FYl975..7b.

The decision to apply a giVen technology at the country levelsho1i1, or course,
be a tunetion or the country 's development objectivesanl1 strategy. IdeUly,
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1. Improved On-Farm Water Management

Proper management of water on the farm can significantly affect crop production;
however, water Is otten poorly used. AID-funded ~search in some of the LDC' s
which practice irrigation has attained remarkable results in packaging prac
tices to manage available water supplies. Simplified land leveling techniques
have produced a two-fold increase in production.

the need for introduction of a particular technology'would be based on an l;\gri
cultural sector analysis. Where a sector analysis is not available, short-term
informal assessment Should be carried out prior to the decision to introduce a
particular technolo~. This step is especially important to make sure that
emphasis will be given to equity as well as production goals and that the
particular technology is consistent with the prevailing economic, social, mana
gerial and ecologicalconstra.:!-Uts.

After a technologicEj,!: opportunity has been selected, a problem-solving, systems
orientation is required to assure its successful introduction and diffusion.
It is necessary to de~cribe the major elements in the entire commodity production
distribution system,' id.entify the major constraints and bottlenecks and specify
the policies, projects and institutional and managerial arrangements necessary
to support the rapid introduction of the technology and its diffusion to small
farmers. Attention needs to be given to pcssible unintended negative social
consequences such as displacement of tenants by landowners or of agricultural
laborers by mechanization. The need is not to seek a comprehensive and
perfectly balanced program, but to search for the strategic interventions that,
will initiate a self-$Ustaining precess. Maximum advantage should betaken of
available resources and of private market systems as sources of incentives and
information.

AIDTO CIRCUlAR A II II fa
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LJ.,
water course improvement, including lining, strengthening and providing better
outlet controls has increased water" supply to the crop by as DI1lch as 50 per
cent. Water measuring devices developed through AID funding enable small
farmers to allocate proper amounts of water without excessive wastage.

A package of practices to assess the need for draina8B and reclamation of
saline solIs and to presciribe remedial measures otters promise of reclaiming
agricultural areas now abandoned. The establishment of standard climate stations
to gather climatic data offers the promise of more scientificsnd intelligent
forecasting of the needs for water in the soil-water plan continuum. These
practices can be made available to other LDC' s on short notice. Teams of water
specialists and engineers can be assembled to assist in planning and implementing
these practices in the countries concerned.

A1........ I..UI
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3. Improved National Soybean Production Programs

5. Wheat Fortification

4. Introduction of High-Lysine Maize

UNCLASSIfIED
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The adaption of more nutritious and high yielding varieities of maize is now
considered a practical alternative to other approaches to increasing maize
production. Past problems with yield and susceptibility to insect attack
are being addressed. The technical expertise necessary to consider this
alternative, work out and implement tbe necessary program actions is avail
able and should be able to be effective in five or six additional countries
over the next two years.

It has been amply demonstrated that·wheat flour can be satisfactorily forti
fied with lysine or soy flour to provide most of the daily protein requirelllents
for those people whose primary source of calories are wheat products. Some
programs are already underway in North Africa and other parts of the world.
This project would be applicable wherever wheat is a major cereal and where
wheat eaters tend to suffer from protein deficiency.

There is growing interest in a number of LOC's in research and action programs
to increase production of soybeans. This crop already figures prominently in
the human diet of such countries as Indonesia; it has the potential for
playing an important role in many LOC's as a source of increased protein in
the diet. Production and utilization technology developed through the AID
supported work at Universities of Illinois and Puerto Rico provides a basis
for country-level programs in the tropics and sub-tropics. The expected
benefits would be improyed nutrition and another important crop to include in
farming systems. The International Soybean ResoUrce Base headquartered at
the University of Illinois (INTSOY) would be the source 01' expertise for
country outreach research and production programs.

2. Improved Farming Systems Oriented to the Needs of the Small Rice Farmer

A base of technology on "rice-centered" farming systems for the small farm
of South-Southeast Asia has been developed by IRRI. The Ford Foundation
supported project in northern Thailand contributes additional pertinent
backstopping. The intent is to utilize this technology to initiate production
oriented countries that would focus on cropping systems of the small
landholders. Emphasis would be placed on systems that, while recognizing rice
as the principal monsoon season crop, would include other important food crops
such as the food legumes. Some attention would be given to. cultural practices
that would minimize needs for important inputs requiring, i.e., chemica~

fertilizers (especially nitrogen) and chemical plant protection chemicals,
although We .do not wish to imply that small farmers should be cut off from the
very high returns from imported inputs when they are available. As now
envisaged, IRRI will be the implementing agent for these country level projects.
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1. Aquaculture

2, Sorghum

3. Rainfed Wheat

4. Protection against Diseases of Livestock

5. Barley

6. Cassava

7. Dry-land Agriculture

It is believed that the Illinois soybean food technology could be initiated
in four countries annually.

Many of the poor people of the LOC's suffer from Vitamin A deficiency. It
is the biggest cause of preventable blindness in the LOC's. It also
inhibits growth and encourages susceptibility to infection and can lead to
death when associated with protein/calorie malnutrition. Vitamin A
deficiency is prevalent· in many of the LOC' s. Simple and economic methods
are available to address this problem, including distribution of massive
dose capsules, education and food fortification.

other opportunities Being Developed

The Technical Assistance Bureau is working on similar program packages in
a number of additional fields.

7. utilization of Soybean Food Technolo~

Improved methodology and products resulting from the Illinois soybean pro
gram are at a stage where utilization is called for. ThiS has been
recognized by RAC and other reviewing agencies.

AIDTO CIRCUIAR A 448
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The purpose of this airgram is to expand on the program and policy implica
tions of the recently distributed Education Sector Statement taking account
of the revised mandate for the Agency provided by the new authorization
legislation. It is directed to Mission management and program/economic/loan
staffs (who should read at least through this introduction and. summary.), as
well as education officers; it raises a. series bf broad questibnsfor
consideration at the earliest stages of sectoral and project planning.
Although the bUdget and project review process will draw on this program
guidance, it is not intended to add additional requirements or obstacles to
project preparation, but to assist the Agency-wi~e effort to reorient its
programs to focus on selected problems in areas relevant to the quality of
life of the poor.

The "Sector Statement on Education," (which the Administrator issued and
sent to the field under cover of the referenced message) prOVides a review
of AID experience in the sector and sets forth four areas of emphasis for
future programs - education economics and analysis, non-formal education,
educational technology and, on a more selective basis, higher education.
None 'of the four is entirely unfamiliar to AID, .nor are they panaceas for
the education problems of we' s.

lNTRODUCTION AND SUMMARY

AIDTO CIRCUIAR A 4 48

The basic objective of Agency policy - and thus of the Agency's education
policy - is to improve the quality of life of lower income groups,
particularly those in rural areas who have to date often been largely
excluded from sharing in the benefits of development. AcoD!Prehensive
approach to human resource development is required in which sector and
project activities are devised to focus on important development problems
of relevance to the lower income groups. Accordingly, a major thrust of

AIDTO CIRCULAR A-275, dated 4/2/74

FROM ATIJ/W

SUBJECT: Program Guidance on Implementing AID's Strategy for
the Education and Human Resources Sector
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the Agency I s strategy in education is to encourage progr8JIIS which utilize
the four A,I.D. e!iucation program emphases as innovative tools to better
the lives of these target groups. In focusing on development problems
rather than only on problems internal to education systems, substantial
efforts will be req,uired to build in well designed and comprehensive
evaluation components addressing external efficiency (i,e., how relevant
the outputs of educational ptograms are to the priority development needs
of the nation).

The following is a brief (and thus necessarily oversimpl1 fied) sUllllll8.I'y of
the subsequent sections on the four emphasis areas:

The key theme in the emphasis area of Education Economics and
Analysis is to highlight the need for analyzing educational
requirements and proposed education actiVities in terms of
the human resource and development problems they are meant to
address ,rather than focusing only on improving the internal
efficiency of education systems.

The scope for sector or subsector analyses and assessments
need not be limited.to areas where we are encouraging follow
up projects, but should stimulate a brOader human resource
and development perspective in the examination of alternative
education investments,

This emphasis area is a critical pivot around which the success
of the overall policy of experimentation and innovation in the
other three areas turns. Analysis and evaluation should not be
one-time "before" and "after" looks at an activity but should
be a continuing part of on-going sectoral actiVities, contribut
ing to the continuing process of' decision-making in the human
resources area.

The emphasis on Non-Formal Education highlights the need for
well designed experimental projects which explore alternative
forms of' "learning systems" to deal directly andef'fectively
with priority problems of' national and human resource
development. Projects in this area should be targeted to reach
low-income groups with inf'ormation and skills relevant to all
aspects of fuller human resource utilization, including
emplo,yment needs and possibilities and health and nutritional
status particularly in the .context of'.rural development.
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The theme of the emphasis area of Educational Technology is
similarly the encouragement of well-designed projects which
examine alternative approaches to human resource develop
ment. The focus.is (1) on improvement in the learning
process itself and (2) on ways to provide learning oppor
tunities for more pec:p1e in LDC 's. Once priority development
problems and related le~rning needs are identified, countries
should be encouraged to examine various technology
combinations to lower per unit costs and improve learning
effectiveness. "

Technology should be understood in a broad sense as various
combinations of technical inputs designed to achieve a
given output. This interpretation would allow for the
implementation of projects suggested by analyseS where, for
e%8mple, a project might utilize a "techno1ogy" entailing
a more efficient size, spacing or time use for schools. In
addition, use of communications media may be justified as
cost-effective but will require careful analysis of cost
factors, particularly when the basic communications system
(e.g., radio or TV) is not already substantially in place
or when large scale hardware inputs are projected. Broad
needs exist for research and experimentation with applications
of radio-assisted instruction, innovative forms of printed
material" behavioral principles of learning and enVironment,
as well as research aimed at improving the efficiency of
existing technology through" for example, changes in
scheduling, language of instruction, etc. Projectp1anners
must take care to make explicit the deve10plllent problems'
be1ngaddressed and carefully design programs and evaluation
coaq>onents linked to the solution of those problems.

The discussion of Higher Education indicates that assistance
sboul.d be concentrated on improving the linkage of universities
to development problems, particularly those relating to other
joint LDC-AID program priorities. It:Ls true that many
universities still have major need tor internal academic
~titutiona1 development and substantive competence in basic

. academic disciplines which will, of course, influence the
quality of the university's development efforts. However,
AID has chosen to narrow its emphasis in higher education in
view of (1) the heavier investment in the past in higher
education in reJ.ation to other"education SUb-sectors; (2) the
past tendency of LDC universities to relate their academic
expertise insufficiently to their countr,y's applied development
problems; and (3) questions of high unit costs, cost-effectiveness
and incane distribution.

AIDrO CIRCULAR A 448
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All of these emphases, overlap. They should serve as guides in
constructing ,innovative AID human resourcepi'ogralns which
focus on important development problems. ThUS, rather than
serving as e:lj;clUsive or even coordinated entry points for
programming, the en;tphasis areas should serve as tools to
address the central questions on which AID'is trying to -focus:
identifying how priority development needs can be addressed
by the extens~on, improvement and development of learning
opportunities; arid how more useful learning opportunities can
be made widely available to LDC populations, reaching the
poorest groups at costs 'LDC r s can afford.

As indicated in the Se,ctor Statement, a great deal of research and experimen
tation remains to be done. The central feature of AID I S education strategy
is to identity iQIPortan~ development problems and WOrk with LDC governments
in large-and-small-scale, approaches using various technologies in formal and
non-formal settings to find improvements and alternatives to the present
pattern of human resource development investment which are b,oth financially
and technically feasible and socially and economically desirable. Attention
to the factors which determine the replicability of these efforts is critical
if this process, including LDC experimentation, is to indeed be a process of
knowledge-building and problem solving.

Although the examination Of alternatives is a fundamental aspect of this
policy, it is recognized that there may be serious difficulties in
broadening the scope of analysis as far as Would. be desirable in implementing
.·jar policy ch&Ilges indicated by the analysis. Marginal changes in the
right direction may sometimes be the best that can be accomplished. The
critical factor is judgment on a case by case basis of whether marginal
change will likely le&d to more dramatic and comprehenSive changes. This
will often depend on the extent to which a government is conscious of the
need for more change and will be responsive over time to the impact and
potential of a broader scope for hum&Il resource development activities. A
prqposal for AID assistance which will lead to onlymarglnal Changes in a
strategy which does, not adequately address, or which exacerbates, major
development problems will receive lower funding priority on this account,
and, inseve~e cases, may be rejected.

This strategy of concentrating on ilUlovation is not meant to consign AID
activities in the education emphasis area to IIsmall money" or technical
assistance projects only. Sector 10lms, which 'may permit larger scale
activities and innovations in the priority areas, should also be considered.

Sector loans can incl.ude elements of relatively high-cost capital expendi
tures where fully justified in terms of affordable recUrrent and per capita

UNClASSIFIED
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costs. In view of Congress's mandate to the Agency to increase the proportion
of funding going into the major AID priority areas, AID certainly does not
seek to minimize the size of education sector activities in relation to other
elements of Mission programs, particularly those outside of priority areas.
As an indication of the magnitude of funds the Agency is likely to have
available for well-justified p~ojects, it should be noted that Congress
appropriated $89,000,000 for education and human resources in FY 1974.

Within the field of education, the projects that are in line with these
guidelines will receive program and budget priority. As DAPs are developed,
we urge oareful attention to the emphasis areas and to host government
interest in possible project proposals in these areas. Activities outside
the four priority areas are not prohibited, but will not share in the general
funding priority a~corded to these four areas. In addition, questions will
be raised in the review process where proposed projects conflict with Agency
experi~ce on cost-effectiveness or priority (e.g~, if proposals were made
for large-scale expansion of secondary vocational education, serious questions
would be raised on cost-effectiveness in relationship to other types of formal
education and to other less formal and/or traditional approaches to skills
training).

A.I.D. 's narrowing of focus on a few key problem areas within education
necessarily means that we will not be heavily involved in many education
problems with whicb governments are, and should be, concerned. As the legi
slative history of the new AID authorizationblll makes clear, working in a
collaborative style need not be inconsistent with focusing AID's comparatively
small r~source inputs on a few key problem areas'. For example, when a private
foundation or assistance agency chooses to "limit its program priorities to a
few specific subsectors or problema, it is not considereduncollaborative for
not working in other areas. In most LDC's there should be substantial areas
of overlap between host governments' highest priorities in education and those
of A.I.D.

A.I.D. will continue work within forma:/. education systems and on internal
efficiency problems of education. The emphasis areas of both. Education
Economics and AnaJ,ysis and Educational TeChno1o~ apply to both formal and
non-formal systems, and relate to questions of internal efficiency as well
as external efficiency. What this guidance seeks to emphasize is the need
to look "fir~st at the broad development (With emphasis on employment, income
diatributic:n, family planning, and other needs of lower income groUps) "
impact of proposed education activities, before fOcuSing on questions of the
internal efficiency of the proposed actiVity in meeting educational
objectives. We would then turn to questions of what the- HouseComm1ttee on
Appropriations referred to as ways to increase "the, relevance ot formal
educational systems to development problems through curriculum reform;
better teaching materials, and improved teacher training." To take an example,
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the equity-related goal of spreading basic educational opportunities to the
children of the rural poor may in some countries (e.g., Korea) best be
addressed by continuing expansion of, and improvement in the quality and
relevance of, the forma1 primary school system. In most countries achieve-'
m!'lntof this goal, given financial constraints, will require extensive use
of non-formal education to supplement the formal educational system.

This guidance is necessarily'general, to accommodate the very wide variety
of country situations to which it must be applied. Its purpose is to outline
Agency policy for education assistance in terms of broad but fairly well
defined program guidelines and policies for activities focusing on a few key
problem areas. To supplement this program guidance, TA/EHR will soon be
providing further technical guidance and assistance to the field in the form
ofresearcb results, seminars, etc. In addition, some bureaus may provide
additional guidance for regional and country-specific efforts to implement
this policy.* A number ,of compendia of existing experience with educational
innovations have already been disseminated by TA/EHR for Mission and LDC use
and othe.rs will become available. Expertise in the emphasis areas is also
available to respond to field requests for assistance, and more will be

"assembled as experience indicates the need.

*The Africa Bureau has already suggested directions for a new strategy for
education programs in Africa in a paper by Princeton Lyman (PlFR/DS) sent
to Missions under cover of AlDTO CIRCUIAR A-246, dated March 23, 1974.



As in the functional Sectors of f.ood production and nutrition, and education
and human resources, the thrust of the Foreign Assistance Act of 1974 in the
health and population sector is to direct AID's efforts at the less
advantaged elements of. LDC societies. This focus on the welfare of the many
rather than the few ~eads in the health and population sector to programs
designed to improve heaLth and nutrition, particularly of low income groups
which have been traditionally beyond access to minimal health services, and
to promote increased family planning practices to help slow population growth.

A number of alternative ways of improving health and nutrition exist - and
many have been tried. For example, access to potable water can have a major
impact on the health status of rural populations; agricultural programs
designed to increase the quality and quantity o( food grown can signifi
cantly improve the health and nutrition of the rural population; and health
education may be delivered through the forinal education system. The
integrated delivery'systems 'concepts 1s thus not the only way to achieve
health and nutrition objectives, but because of the potential for making
the resOUrces available to the health sector go further with broader impact
by combining the delivery of three services (health/family planning/nutrition)
through one network, AID is most intrigued by the possibilities for
developing integrated systems in LDC's. This is not to suggest that all
family planning and nutrition programs should be integrated. There will
clearly be a continuing need for separate programs in these areas (such
as food £ortification, commercial distribution of contraceptives, etc.)
which will remain outside of integrated delivery systems.
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AID's health sector strategy (sUlJlDl8rized in AIDTOCIRCULAR A-46l dated
April 21, 1973 "Program Planning for FY 1975 and Beyond") is now being
revised; when issued in the near future, it will provide a formal state
ment of overall sector guidance. The strategy includes an emphasis on
heal th planning as well as on systems for low-cost delivery of health
services - two interrelated w~s to increase the effectiveness with which
a country's ,available resources are mobilized todeli\l with its health
problems. Effective planning is a prerequisite for effective action but
may be limited to making the existing system work better. This message
discusses the exploration of new ways to extend existing resources further.

In addition to ongoing programs, we are according special priority to
exploring the potentiar~aavantageBcrt low-cost Bystems for deliverying to
broad segments of LDG populations an integrated package of health, family
planning, and nutrition information and services in a number of countries
where the host government is pursuing priority goals in these fields.
Despite the cost-saving potential and other advantages inherent in the
integrated approach local circumstances may still make single-purpose or
non-mtegrated progra.ms in these fields appropriate in some cases. Much
of the followmg guidance will be relevant for scme single-purpose programs.

We wish to work together ,with interested LDC governm.ents (1) to test alter
nat1ve systems for deliverying information and services wh1ch can make an
~act on health at costs low enough to permit 1,arge, ,scale replicatiQIl, and
(2) to explore ways to carry out such replication W'itb responsible host
country institutions. In doing so, AID inputs should fit in with country
plans and be coordinated with the activities of other donors (e.g. WHO).

(Bote: For the -sake of brevity in this message, the ter~ "health" is
_understooa. to encompass nutrition and family plann1ng as well as other
a.spects of health).

Five basic points should be considered when planning low-cost delivery
activities-:

1. The nature of bealth problems and thus the services required to deal
with them D'.By vary greatly from one geographical area to anotller. Making
curat1ve medical services available for the people in a given area may not
bave DUeh impact on their overall health status if their real problems have
to do with frequent pregancies, faUl.ty "nutrition practices, an inadequate
or polluted water supply or specific eradicable d1S~ases. Therefore,
before trying to develop an effective and Sffordable delivery system. the
most prevalent bealth problems should be assessed so as to deterll'ine what
sort of services or information are required to affect them.

UNCIASSIFlED
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4. Specifying precise objectives and choosing among program alterna
tives designed to meet one or more, objectives is a crucial part of projects
designed to deploy limited resources as effectively as possible given
manpower, financial~ administrative and other cohstraints.

5. Given these constraints and objectives, the large-sc~le linear
expansion of clinic-based systems even with relatively low per-capita cost
will often be simply too expensive a burden for LDC' governments to shoulder
and may, not in any event be: the most effective way of encouraging the
desired health behavior changes; it Is therefore desirable to consider a
range of alternative health. delivery methods which go well beyond the clinic
to'include not only auxiliary health tDanpower trained in local visitation
but also exis1iing systems for the distribution of health services and infor
mation such as midwives, indigenous practitioners, cOlllllUllityvolunteers and
commercial distribution systems. '

liF,":',.}..
2. Integrated delivery projects lI1Ust be planned carefully so as to

reach all or most of their low-income target groups and attain their
objectives at a per capita cost which will allow possible widespread
replication on a national scale within a limited period (perhaps a decade)
by a host government without a significlhtt increase in LDC budget require
ments and without external donor assistance beyond the start-up period.

3. A major focus of effort should be to motivate key target groups 
e.g. mothers - to specific behavior changes in health, nutr~tion and
fami4r planning. This may include the education of mothers to recognize
health danger signs in children and to use the services available.

The basic target population for ma.xillIUlll impae:; will vary according ~
to the specific country situation and objectives, but will focus on low-
incOIIIe groups. For family planning, the key target group will be women
of reproductive age; for nutrition,the key target group will be pre-school
children and pregnant and lactating women; for health, the key target group
will include pre-school children and fertile-age women, but may also inclUde
others affected by prevalent vector-borne diseases or by health practices
the project seeks to change. In comparing program choices, benefits to
people outside'key target groups should also be taken into account.
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This message summarizes the elements of AID's strategy to encourage
the planning and design of more effective integrated health delivery
programs and suggests certain criteria to be used in developing projects
in this area. While AID/W will be using the criteria in project review,
our purpose is not to add requirements but to provide general guidance
to assist in project formulation and design, and to suggest questions
which should be asked at the initial stages of planning and consideration.

LAttached is a papeil outlining factors to consider in' planning and
designing more effective ways to deliver health, nutrition and family
planning services. You may wish to discuss this paper with interested
host government authorities. You will shortly receive a follow-up message
describing some of AID's current actions (such as the DEIDS project and
similar activities in Africa and Latin America included in the Accelerated
Program Development exercise) to develop and test innovative approaches to
the low-cost delivery of health, nutrition and family planning service.

END SUMMARY
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Tbere are. of course. other steps to be taken to ..aore full understanding of tht
coDlplexitlee 01 tbe lUndale's c-..uenge _ our capacity to convey to the Coagress-
aDd ourselve8 --AID's success In actualq carryinc oot the Job. You.m be bearing
from WI SOOD Moot De. training PrGIl'&ID8. ilDproved data collection &lid: project
docl.Ull8Dtatlon systems. as .ell .. addltloaal polley ad lmplementatlonguld8nce
In specific mandate-rel.ted areas. (Areceat esample 1s "A Practical Apnc;:y
Approach to Rural Development" wblcbmuY olyourecelved tbrough your regional
Bureaus.)
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Theae documeDt8 should be widely reM· aDd eIlacuaed (eztra coples are provided
for tbls purpose). Yoor comments on tb..e papers are welcome at~ Ume. but
at this stage .e are most anxious tbMyour eDergies beconceDtrated OIl designlng
and Implementing programs that effectively carry out the maDdate for it is here
that our real responee to the CODIreasional directives muat be found.

t(ISSINGER

Enclosures; (5 coples) .
The Concresslona! Mandate: Aidl.. the t='Oor Majority

tmCLASSIFlE D

We also have a requirement to lnform the COIllrees-~andepeclRcalty the House
IDter~IODa1 RelaUo~ Coaunittee Uo~erl,Forelin ~Iralrs)--onour progress in
ilXlplemeDtlQl the m.andate. You have neelved the fint brief report (Ref B).
The full report due nest montb will comple..nt the FY 1976 ConlresslOnal
Preseatatlon ad convey In one place a broad AgeJ1C7 poslUon on mandate 188uee.
It .m d.... upao mfor~loncontaa." an 10u~ reactloDS to the Draft Analysis and
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1.. The poor majority is massive by any measure; it totals over

800 million people by our definition, or aro\Uld three-fourths of the total

population of Am-assisted cO\Ultries. More than 9f1fo .of some countries'

population is in this group, while in other better off cO\Ultries the

proportion is far lower.

2. As an aid to characterizing the poor majority, we use several rough

benchmarks of poverty. Falling short of anyone benchmark is enough

to place an ·individual in this vast group. In interpreting these benchmarks

the need to consider the spirit of the mandate is stressed as precisian

will be difficult to achieve for some time.

3. The following benchmarks are described in some detail:

a) Per capita income below $150 per year (1969 prices);

b) Daity diet ~f less than 2,160 to 2,670 calories (depending on

the cO\Ultry); and

c) Several health indicators: life expectancy at birth of below

55 years, infant mortality over 33 per thousand children

'aged 0-1, birthrates over 25 per thousand population, or access to
i'

broadly defined health services for \Ulder 40% of the population •

.' 'fhese indicators arc meant to apply to varying proportions of country

populu t. h'nr., not to eOWltr ies as a whole.

II. Devel\'pment proGress for the poor will require time-ccnsuming systemic

change. Pl.·oBI'ams most likely to succeed, and which receive highest

-i -
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benefits of grm~h must be shared equitably, While the LDCs carry

L.··.···..·.·."Mk·.."
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health and training programs and other goods and services; and policies

promoting efficient use of all resources are needed if growth is to

sufficient: seedR, fertiliz,er, market roads and other capital inputs;

occur. Limiting population expansion reaains critical. Moreover, the

priority emphasis under the Congressional mandate and AID policy, are

those involving the active and ~ffective participation of the poor in

the aajor responsibility for their own development, AID can provide

vital assistance in ways consistent with the spirit of the Congressional

all facets of the development process. But participation alone is not

directly the entire poor majority in any country, must less moving it

5. But IIIOving the poor majority beyond the poverty benchmarks would be

beyond the benchDarks in the near term. While AID-financed programs must

settings. (Doub~ing low per capita incomes may require'adherence to

will often be a limited portion of the poor majority in each country

it is normally impractical to think of AID-financed programs affecting

de..nding development regimens for twenty years or more.) As AID's

resources -- like 'those of other donors and of the LDCs -- are limited,

desires·, and other considerations which determine the programs yielding

the most 1mpressive benefits at least cost.

an extremely expensive and lengthy process even in optimal policy

depcndinr: on its economic and social conditions, ,its capabilities and

attempt to reach la=-ge numbers of poor people,AID's target group

Sup AS .to HB 2

..ndate that will help improve the well-being of the po.or.



6. AID assistance focuses. on:

Sup A8 to HB 2 (TM 2:1) •

concentrating on countries whose development policies we can

support and that can utilize our assistance effectively;
.,

concentrating on key sectors (food and nutrition, population

and health, and education) affecting the basic well-being of

the poor;

providing key components of development packages designed to

involve and affect broad segments of the poor majority, thus

multiplying the impact of our assistance;

supporting selected pilot progr~ testing new approaches with

pote~tial for affecting many people, thus encouraging the

experimentation needed to advance the art of development.

7. Targets for AID-assisted programs and projects should reflect unique

local circumstances, but to the greatest degree possible they should be

cast in terms of their contribution to the long term -- 5 to lO-year

goals of improving the status of the poor. Working in cooperation with

the LDCs, targets should be defined in terms of "output" indicators

changes in income, health, etc. -- where possible to assure that we

focus on the relative effectiveness of alternative programs and that we are

able to evaluate and assess their impact on development objectives. Setting

tarr;ets 1'01' programs in rural. development, nut.rition, popnlation, health

and ,'dllcaLion i~: .li;Jl·llG~;I'd partil'ulurly in l'elation tL) the nltimate

llb.iel't,iv(' lIl' ,'aisirw: thl' livinl~ standards or the poor tlu'o\lt3h their

increased participation in thl~ development prl)Cess.

'-' 8. Several additional u:.;ct'uJ !i1'finitilJllS arc inclu,icd as Appendix C.

iii
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THE COI(GRESSIQNAL WlNDATE: A1DnlGTHE POOR MAJORITY
t

1. The Con,gressional Mindate

Poverty in developing nations is. s~vere, and we. sha'i] not soon see

it eradicated. Nevertheless, the combination of developing country

adherence to sound development programs, expanded efforts to contain

population growth, and constructive assistance framthe developed world

can payoff in improved liv;ing standard s for the poor. While the deve loping

countries must carry the major responsibility for their own development,

a id donors can provide critlcal IJ8rginal resources in support of LDC

efforts. Fast development efforts have produced many encouraging

results, although it is also clear that the outcome has not always

involved major improvements for the mass of people at the base of

~ developing economies.

AID has a mandate from the Congress to help the poor majority in

developing countries raise their living standards beyond subsistence

levels. AD} programs arc to be concentrated on the ma.ior problem areas of

food and nutritior., population and health, and education and should be

marked by their involvement of the poor in the development process.

II.. Who are the Poor Majority?

The first step in designing programs involving and benefitting the

poor is to determine who the ;poor majority are. ,Few officials in

developed or developing countries ·have spent muchti~ on that question,

perhaps feeling that you know the poor when you see them and thlit attention

coullimore usefully go to designing and implemeJ:lting pro£;rams for people

" ~., who aloe obviously poor by any reasonable standard. We are sympathetic to



problems of oversimplification inevitably arise, we use broadly uniform

benchmarks generally comparable throughout AID assisted LOGs so 'poverty. til
can be assessed without regard to polit.ical boundaries. These benChnarks

But should these benchmarks be uniform -- the same absolute levels

iii.·;;!!·',,:.···.,

L1::•..•,.,
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that is, measurable with as much accuracy as possible

SupABto HB 2

The poor are, of course, those living below some minimum standard.

status: any person who plainly falls short of minimum levels for any of

To make that star.dard operational, the poor ae.jority is characterized in

terms of rough benchmarks of per capita income, health, and nutrition

these indicators is within the poor majority and may therefore be a

potential beneficiary of AID programs. (We have looked for benchmarks

ne s s of AID 'Pro~rams.

that are practical

mind what we want most to. accomplish and for whom. A closer look at the

characteristics of the poor may suggest way.s of improving the effective-

appropriations are particularly tight requires that we always have in

this view, but the need to.besure of our focus at a time when .AID

in LOGs where dat~ remain·scarce and often unrealiable.)

terms (e.g. those in t~e lo¥er half of the cconomi~ scale in each LOG)?

for all countries? Or should AID define the poor majority in relative

relatively well-off are pOor by our own standards. While serious

The choice betw~en absolute and relative standards is never easy when the

to identif.y people who are indisputably poor and clearly among the world 's

population of - AIll ..assisted. countries taken as a.whole· but the fraction

are not· intended to define an.y sharp breakpoint between poverty and

prosperity, between the "ha.v~-nots" and the ''haves''; rather, they try

have-nots. The resulting poor. majority is indeed a majority of the
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of a given country's populatiQn included in this category will vary. A

relative definition -- e.g., d~fining the poor to include the bottom

balf of the income distribution in each country -- was rejected

because so many in the upper' half of countries like Bangladesh or Zaire

would be excluded although they are in fact poorer than nany in the lower

half of countriel:! like Colombia.
i

~ In considering inter-country AID allocations, such a uniform poverty

standard should prove useful, although final decisions will naturally

reflect foreign policy concerns as well as an IDC's resources and general

absorptive capacity; in any case, every effort should be made to assure

AID funds benefit that fraction of the recipient country's population

that is poor by AID's benchmark standards.

III. PQve~ty Benchmarks

Income
• t ••

The usual shorthand for minimum living standards is the per capita

income needed to obtain ess~ntial goods and services. We begin here too.*

We have defined the poor majority to include anyone in AID's recipient

countries whose inco~e falls below $150 in 1969 prices -- over 800 million

people,or arotUld three-fo'urths of the total population for these

countries.· (See Appendix A.)

* The World Bank h';l.s defined' the poor to include anyone whose per capita
incpme falls below $50 in 1969 prices -- roughly 650 million people, or
abl)Ut a third of the tota 1 LDC population excluding China" We consider
this definition too restrictive because it excludes vast numbers of
poor people who should be eligible for U.S. assistance.



rough terms.*

modest income into a decent living standard. Using income averages for

~r···!'.·'.•l.,
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to identify the poor where greater precision is impractical. To take

Thus, while helpful, income benchmarks are meant to be use~ in spirit

services are available, often to the harm of women, children, or some other

Artificially high prices or the scarcity or virtual absence of some

the poor whose "income" may consist largely of subsistence output

Taken alone, income benchoerks have serious problems. They are inevitably

arbitrary. Inflation and artificial exchange rates can invalidate

National averages for per capita income are inappropriate, of course,

inter-country comparability. Actual income can be difficult to measure.

such data are scarce in LOes and expensive to collect, particularly for

We need more micro-level data, ideally for individuals, that permit

since they would place whole countries in or out of the poor rrajority.

isolating persons L'1 a given country with incom~s below $150. But

* When health or nutrition benchmarks can be Jefined in terms of an
individual's physical para.meters, they avoid some of the problems of
averaging income over groups and of price or exchange rate changes
or artificial levels.

basic goods or &ervices oey leave an individual unable to translate

anyone who lacks minimum acceptable nutrition or health status defined in

disadvantaged group in whom AID has a particular interest.

account of ineome benchmark problems, we also include in the poor majority

any large group of persons can oesk uneven distribution of what goods and

produced and consumed outside the market economy. We may have to rely

on existing regional income surveys or other surveys on a sub-national

scale; in some cases, "educated guesses" will have to do.
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Extreme hunger's effects are all too apparent, but the dividing line

. between an adeq'.ate .and inadequate diet is difficult-:t6 fix.· A number

. of definitions of an 'ad~quatendiet>is possible, ranging from one that

merely avoids famine to one meeting recommended levels of all nutrients.

It could be argued that anyone Whose diet fails to provide all recommended

nutrients shoutdqualifyfor the poor majority, but that standard would be

excessively fine-tuned and impractical.

Ignoring other nutrients for the moment, two. reasonable

interpretations of "adequacy" could be based on the calories needed

to meet:

a) "Jrflint-enance reguirements" defined by FAO .as the energy

needed to ensure donstant body energy in a non-fasting

subject for a minimum level of activity needed for dressing,

washing, eating, etc. -- but not for demanding physical

labor. ~Bintenanca requirements average about 1,900-2,000

calories in major LDC regions.

b) "average reguit-emen.ts" permitting a standard level of

"moderate activity" for adults aged 20-39 and "normal

growth" for children. Average requirements range,

according to the FAO, from about 2,200 to 2,500 calories

in major IDC ref~:ions and from 2,1f)O (Indonesia) to 2,(qO

(th·W~ua.v) in J\m-assistt!dcountr:ies.(See Appendix B for the list.)

Th(~se averages mask wide va.riation in actual requirements.

Adequate dict rcquirements
, .
vary with age, sex, size, health status,

occupation, and climate. Pregnant and lactating women generally

require 300-500 additional calories daily. Sick persons, particularly

children, require additional calories especially when their illnesses



in cold climates. ' Thus our estimates of average requirements are

it' aLI nre top be uti·lized fully. When one or more is short, as
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ignore vitamins, minerals, and
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calorie requirements
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impractical.

for estimates of actual caloric intake 1inere' more precise estimates are

to include anyone who fails to receive 'the "average requirements n

for each AID-assisted country. The reason for adopting country-specific

inhibit absorption of what nutrients they do receive. Those, engaged

inactive labor rieed-hundreds'ofcalories more as do those living

rough, and may vary by as much as 25~.

and quality along with experienced judgments rray have to ,form the basis

criteria rather than a single world-wide figure is that in this case

the FAO has adjusted requirements for the unique conditions of each

country. As with income, existing surveys of varying comprehensiveness

Bearing in mind that LDC populations can improve their own living

standards only if they can work effectively, the poor majol'ity is defined'

MOreover, protein quality varies: the several amino acids from

is t'rcq\ll~l\t,l.v thll case, the protein is of lower quality. (In

but exceptions are rrequent; some staples, like yams and cassava,

protein counts do tend to be associated with higher calorie counts,

which 'proteins are built must be supplied in certain proportio~s

provide little protein. Worse~ when calories are short, more protei~

is'cons~ed for energy, leavingeveriless for its unique tasks.

processes. It is often assumed that diets providing adequate

calories will also assure, adequate quantities of other nutrients.

That hopeful assumption too often proves inaccurate. Higher

especially the protein requireo for all physical and mental
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such cl'rcumstancesprograllis to develop food high in the scarce

component are effective.)
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other nutrients are not just desirable, but essential, for

reasonably good nutrition. Iron deficiency anemia debilitates millions.

Vitamin A deficiency blinds hundreds of thousands. A more

comprehensive nutrit10nmeasure would include requirements for

protein, vitamins and minerals. As better data become available, we

will expand our nutrition benchDark to include other requirements.

C. Health

"Good health" status is even more difficult to define

than good nutrition.* Physicians suggest a person enjoys good

heAlthwben he can sUcceasfully adapt to his physical, social, and

psycholbgical onvj.~onment, but how can that be assessed easily?

M!u1y people in today's LI>C' s suffer frequent hunger, debilitating
. . .'

disease, attacks of acute illness, or other health problems; by

Western standards, they plainly suffer poor health. But where on

the spectrum of gQOd-to-poor health should one draw the line to

fix an acceptable minimum? Can one define minim~ acceptable

'-J" health in terms of practical benc~rks uniform and comparable

among co~trics?

Vurious·healt-hindicators that- might be checked fairly

easily on individuals in developed countries, such as weight and

vital signs, 01?viously cannot be obtained fo:r the puor majority

* In a sense, good nutrition is a means to good health.



of about 113. The characteristic rate above which most of the

scattered throughout LDC's.; There is no practical litmus test for

fail to meet minimum

-8-
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We take a less direct approach, therefore,by including in

2.
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indirectly, broadly defined. health services

health.

averages for sub-national groups.

standards. Again, it bears emphasizing that our health parameters

should be defin~d not in terms ofn~tional averages but in terms of .

to averages for regions o~provinces ofa country and may have to

be supplemented by experienced judgments.)

where life expectancy at birth, infant mortality, fertility, and, more

the poor majority any person living among a group, varying in size,

good health f~r the individual,much less for minimum acceptable

1. Life Expectancy: :25 Years at· Birth.

Average national life expectancy at birth varies today

from 38 to 75 years, with a midpoint (media~of 54. (It often

exceeds 70 in the developed countries and falls short of 45 in the

poorest nations.) Anyone in that portion of a population within'

a country where life expectancy at birth falls below 55 years

is included in t~e poor majority. (Available data may be limited

Infant lot,)I'tlllity: 33 per Thousand Infants Aged 0-1

Average national infant mortality varies between 11 and

216 deaths per thousand infants aged 0-1 years, with a inid~point

,
world's poor fall 'is about 33; that rate is taken as another health

benchmark, arid we includ~ in the poor majority anyone in that portion

of the population where infant mortality exceeds 33 •.
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3. Birth ~te.: 25 per Thousand PopuJ,ation

The health of mothers and children is closely related to

the number and spacing of pregnancies under primitive conditions.

Eight children may. not be a health problem.to a. mqther ~ an affluent

society, but to a IIKJtb:n' in a developing country facing home delivery
I • • ,

and 'an absence of pre-natal or post-natal care, to say nothing of

of food or other shortages, repeated pregnancies represent a clear

health threat. They also threaten her children, both by impairing

her capacity to care for them and by increasing the difficulty of

lactation. There are better demographic measures of average

numbers of pregnancies when data are available, but the most

convenient measure given data scarcity is the birth rate, which

.., ranges from 10 to over 50 throughout the world. The characteristic

rate above which most of the poor fall is roughly 25 per thousand

population; we take that' rate as another health benchmark, and

include in the poor majority anyone living in that 'portion of

the population where the birth rate exceeds 25. (It bears

emphasizing that persons living in areas with lower birth rates

may also qualify for U.S. population assistance, which generally

eases the ta13k of iIflProving per capita 11ving standards of the

poor. )

4. Health Services: Access for Under 6CY'/o of Population

The absence o~ better health status data argues for

using ~mch indirect measures as we can devise. Health services

bl'<Jadl,V defined to include public and pl'ivate curative and preventive



A. What do We Seek to Achieve?

measures may contribute as much to health in some circumstances

t"."·W
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minimum acceptable health. Again, to determine actual health parameters,

Given this immense group of poor from which to choose, how
\

majority, perhaps 85 percent, on the whole, lack convenient and

IV • Determining AID's Target Population

such access, on grounds tha~ those people are highly unlikely to enjoy

services. As a conservative approach, the poor majority includes

inference that health is probably not acceptable. Among the poor

preventive or curative services, family planning, or adequate nutrition

though provision of clean water, environmental sanitation, and other

meriical services, family planning, and nutrition -- all incorporating

significant improvement in the living standards of the poor ~jority

through programs with low per capita costs.

shpuld AID's target group be determined? AID resources are to be

deployed in support of LDC development plans and programs to help the

Sup A8 tcf HB 2

regular access to minimal maternal and child health services, rudimentary

appropriate scientific approaches -- can clearly improve health,

we may have to rely on imperfect existing data instead of new surveys

when the latter seem too costly to be practical.

majority who are poor, not to stimulate GNP indiscriminately

without considering who will benefit. The Congressional mandate
I .

anyone living in an area where under 60 percent of the population have

and AID policy rest on the conviction. that it is possible to achieve

(see below). The absence of such health services permits the



-11-

Sup AS to HB 2 (1M 2:1)

But how much can we aim to help accomplish for the individual?

Should our target be mere maintenance of human life, however

precarious, just beyond bare survival? Given the problems

of feeding today's population and the prospect ot inevitable

and substantial population growth, meeting even this limited

target demands tremendous effort and expense.

Should the target be a decent living standard -~ perhaps

connoting a reasonable amount of protein or rudimentary

education, for e~mple -- which may be necessary to avoid

severe and prolonged physical or mental impairment? This

level may be attainable only with strict adherence to

demanding policy regimens and the application of resources

which: while modest in per capita terms, still add to large

totals over the next few decades.

Should the target be even more ambitious, perhaps a comfortable

living standard more akin to our own, which might recognize

a common right to aspire among all people? This would be

attainable, if at all, only through massive economic and

social transformation and vast expenditure of scarce funds.

Determining the suitable goal must, of course, be the

responsibility of the developing countries; nevertheless AID must set

tarr;ets us well as if we are to assess our own performance •

. The benchnarks used to define the poor majority suggest.

themselves as targets. Could not AID, in cooperation with the LDCs,

aim to help move the poor majority beyond these milestones in the

next decade or so? Unfortunately, the human and capital resources



expansion 01' sU(~h ::l. broad-based view.

services to the poor. How much would be needed to accomplish this?
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that are the primary deter-
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Under these circumstances, how can AID's efforts - or even

currently available in LDCs, including those supplied by aid donors,

To suggest how large the job is, with five percent annual growth

product and the aid donors' share well beyond the realm of possibility.

in real GNP and two percent annual growth in population, per capita

given ideal policies and more equitable distribution of goods and

We cannot say with precision, although the price tag for each year

will not do the job, barring extraordinary techni~l advances, even

minants of development progress fonits own people. Whenever possible,

-- and it~ own development policies

income would double only after twenty-five years -- assuming steady

$150.

would most likely be a multiple of the LDCs'present gross national

therefore, AID support must be part of a development approach conducive

application of needed resources -- and perhaps still fall short of

the foreign resources any LDC uses,and it is the LDC's own resources

poor. Barriers to development in the economy, society, and politics

Sup AS to HB 2

all foreign aid combined - make a difference to the poor majority?

of the LDC.mus~ be identified and a package of coordinated policies

established to remove or weaKen those impediments. (AID's sector

AID provides only a fraction· ~ albeit occasionally a large share - of

to the broad-based systemic change needed to affect the lives of the

analysis work is a major step in helping LDCs move in this direction.) Not

all eovcrnments have fully committed themselves to this task,but

AID's assistance, should support programs that contribute toward



promising development programs are those making a virtue of necessity

For LDCs with vast and ever-growing populations; the most
"
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by relying'on broadly labor-intensive approaches.* It is not'

s~icient,'however, that the poor simply have opportunity for
:~~ '. ..'

.employment. They should also participate as much as possible in

the development, process to help insure prpgram effectiveness and, '. .

equitable distribution,of resulting bm·efits. AID should focus on

'programs emphasizing a participation strategy that includes the

following broad objectives:

a) - development programs 'should u~nef1t the poor

primarily -- with the object1veof at least narrowing

the relative income gap between rich and poor;

b) decisions about development 'programs should be made

.., in cooperation with the poor to the fullest extent

,possible;

c) development programs require substantial input

from the poor who stand to benefit;

d) implementin~ development programs becomes a learning

experience for pa.r~;i.cipa.nts, yielding lasting

improvements in their skills;

e) participants can improve program perforrmnce by

feeding back information to program administrators

directly or indirectly;

f) participation of and benefits for women are addressed

explicitly and with a view to improving their condition.

-ll' While this labor will sometimes be provided in the form of paid
employment on farms, in public works, or in commercial or industrial
(~stablishments, in most LIles much of the labor of the poor will
be provided in the form of self-employment on small farms or in
other enterprises.



used well.

their own labor. For AID to make the maximum contribution to
it:""..

{1M 2:1)
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The participation emphasis of the mandate reflects the

But AID recognizes that while it is extremely important~

if the poor are to prosper in the near future. In close concert

input supplies -- is likely to be as effective a stimulant to development

as integrated ~hanges in both; whole systems will need to be modified

improvements in living standards.

investment in people that pays off in increased capacity to produce,

No single type of change -- whether in policies or in

popular participation alone will not move the poor majority above

policies insuring access for the poor to these labor-augmenting inputs.

programs are needed to strengthen labor's effectiveness. Moreover,

Congressional view that AID expenditures should represent not

the sine qua non of the developing countries' own efforts to sustain

the poverty line. Other inputs ranging from seeds and fertilizer to dams,

consumer handouts with temporary though beneficial impact but

capacity is to be increased. Curtailing population growth is also

farm-to-market roads, and other essential infrastructure must be

extremely important in this process if scarce resources are to be

and promoting their most efficient use are essential if productive

available to complement labor while health, nutrition, and training

direction by providing scarce resources, strengthening institutions,

with other donors, AID can support LOC development efforts in this

contribution of the poor ~d insure that they reap the fruits of

and generally encouraging policies likely to complement the
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'-' development in widely varying LDC cultural settings, however, will

require increased attention to and understandlng<o:f. local conditions

and circumstances.

B. Focusing AID A§sistance

AID assistance can be made more effective by further focusing

it as the mandate suggests. We can concentrate on countries committed

to development approaches we can support and able to use. our funds

effectively.

Congress has also directed us to concentrate assistance on

several sectors -- rural production (and nutrition), population

and health, and education and human resources development. Funding

priorities in FY 1974 and FY 1975 reflect the major concentration

of AID in these three c~tegories. Having 1imdted our sectors of

emphasis to three, however, does not suggest that we will achieve

in the near term mucp measurable impact on a national or

international scaie. While we are attempting to strengthen the

impact of AID assistance beyond the project level, to hold our

programs strictly to that' objective would have a chilling effect

on the experimentation we believe essential to improving program

effectiveness.

We may also limit our role to providing components --

advisors, eorrmoditics, financinc, etc. of extensive sectoral

~I'ograms designed to affect large numbers of poor people, thus

achieving a multiplier effect for our aid strongly consistent with

the intent of the Congressional Mandate.
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Why should the poor majority include more people than

is needed into what affects the status of women and what public pr~grams

In some cases, it will be particularly unrealisticfpr us

basis. The demonstration effect of such p~ojects can be powerful'

In li~iting our assistance we necessarily restrict the number

may most effectively and appropriately improve it.

Research -- and evaluation of ail programs ..:- is sorely

to work to improve the status of women. Considerable investigation

In such cases, we may have a comparative advantage in research and

of people we seek to help in any direct sense; it. is generally not

el.igible for our aid.

minimum resources required to have such extensive impact may be too

too little about how development occurs in different economic and

LDe researche-rs. For example, the Percy Amendment directs the Agency

majority in a given country; problems may be too intractable, or the

needed to advance the still-primitive art'6f development; we lmow

large even when policies permitting their efficient use are in piace.

pilot programs of limited scale, developing new approaches with a

low per capita cost that LOCs can afford to replicate on a wider

cultural settings, and AID can help fill the gap, often by financing

of persons whose political, economic and cultural conditions vary.

In some countries, programs to benefit primarily only the poorest

of the poor, say landless rural laborers, may be most effective.

we can help? 'l'hc poor majority is not monolithic; it is constructe.i

. to aim at having significant effect on most or all of the poor
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In others, programs aiming primarily at persons only slightly less

poor, say farmers with only four or five acres, may be more promising.

Realistically, the poorest in some areas may be beyond our capacity

to help significantly because that would require a transformation

of their w~y of life, which is simply infeasible at present, while

others in the poor majority may be better able to use the marginal

re~ources we can offer.

Determining th~ primary beneficiaries of AID-assisted

programs is difficult given the usual problems of pinpointing direct

and indirect impact. While these problems are real and unavoidable,

it is possible to identify priuary beneficiaries consistent with the

spirit of the mandate. Our programs should not, of course, needless

ly limit who benefits, but it is important to emphasize that

major beneficiaries of an AID-assisted program or project should not

be a country's prosperous elite (major merchants, bankers, industrialists

or farmers) even if they should happen to qualify because of some

health or diet idiosyncracy under some benchmark as this would contradict

Agency policy and the spirit of the Congressional mandate.

In sum, the Agency must focus its attention on the broad

poor majority, but preserve the flexibility needed to program

effectively within that group in each individual case.

v. Setting AID Targets

A. General Comments

For caeh AID program or project, specific t.al' ...':e~·.s

should be set reflecting unique country circumstances, policies,



income or nutrition as well as health. In setting targets it is

inputs in achieving the same output. Relative effectiveness may

t?'·".·19a..
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t'(cLrrt iJ11~ Pl'l)1~::'~un jnputs to outputs. On occasion, focusing on inputs

Our ultimate targets include improvements in individual

measuring progress toward the uniform poverty benchmarks. resulting

possible these targets should be expressed in per capita terms to permit

planninr:. However difficult, strong emphasis should be placed on

health, for exa~ple, of a given program because other things

income, health, and nutrition -- these are the final outputs from

innoculations given, which provide useful operational and cost

information. But expressing targets solely in terms of input terms

program inputs. It is hard,of course, to predict the impact on

naturally be set in cooperation with the LOCs concerned. Wherever

inevitably influence health; moreover, improving health may

leaves no way to judge the relative effectiveness of different

therefore tempting to concentrate on program inputs, such as

from joint LOC-AID efforts designed to benefit the poor.

require synergistic combinations of programs (whose combined

effectiveness exceeds the sum of each program's individual effect).

and resources that affect pay-off prospects; these targets should

1,0 explain as fully as possible the link with outputs -- Le.

vary enormously, and must be a prime consideration in program

Illa,\ be the best w(~ can do in the short run, but care shOUld be taken

And to further complicate the picture, a given program may affect

r:hanr;es in the poor rna.-jority I s quality of life.

Sup A8 ito HB 2
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In setting income targets, for example, the Agency should

bear in mind the Congressional directive to benefit many among the poor,

possibly only modestly. A group of p~imarybeneficiaries should

be identified, and consideration should also go to how others may

benefit indirectly, thus multiplying program effectiveness. ' Rural

production programs are promising means of increasing incomes

(which includes output produced and consumed outside the market).

But programs in nutrition, health, population and education will

also affect income by increasing th~ capacity fbr work. Any programs

effectively stimulating income are likely to involve the systemic

change that lies at the heart of the development process.

What follows is a brief discussion of new emphases

and directions in furtherance of the mandate that Am programs

may take in the fields of rural production, nutrition, health,

population and education, and how their specific targets may be

established. (More detailed guidance for each sector is in

preparation and these pages should not be viewed as a substittte

for them.)

B. Rural Production*

Some projects to promote rural production have been

successful, but the pay-off of future projects can be increased

substantial;Ly. For example, stimulating agricultural prodl etion

through the "Green Revolution't -- encouraging use of' new seeds

* Section 103 of the FAA -- entitled Food and Nutrition -- is
broadly interpreted in legislative history to consist of activities
in support of,rural production rather than simplyagricult,ure,
with the emphasis on the linkages between agriCUlture, industry
and marketing.



nutrition; they may also stimulate output of marketable goods,

which now constrains rural development. Thus, they may encourage
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both food anti non-food, result ine; in improved inc;omes and more

stimulate food output for home consumption, thus directly improving

tivities that make sense to them. For example, agricultural

their own livine; conditions by participating in development ac-

credit, transportation and other goods or services, the scarcity of

enthusiasm and self-eonfitience, a sense that people can improve

by providing greater access to better technology, improved inputs,

nutrition and the health of the poor both directly and indirectly,

institutions designed to improve home consumption, money income,

involving agriculture, services and industries, infrastructure and

What is needed is a package of rural development programs

We must preserve what works in these programs while

may inhibit its efficient use.

market, generally at lower prices especially welcome to the poor

imbalances in· food availabilities sOlJletimes persist. Tenant

but it cannot clange the rural system alone.

problems they caused. The Green Revolution is extremely important,

!J1'ograms may provide aceess to key goods or services which will

laborers are sometimes expelled from land whose value in rising,
equipment

especially if capital/is priced artifically low relative to labor.

in greater supplies of foods for home consumption and for the

Sup AS toHB 2

the poor sometimes remain unable to afford food. Geographic

finding ways to remove the obstacles they faced or ameliorate the

whose income goes first to purchase food. But the poorest of

and requisite inputs like fertilizer -- has resulted in some areas

And even when the food reaches the poor, their chronic diseases
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indirectly i.n improved nutrition and health. Which goods or services

are most needed will d~.pend on what "outputs" in tex;ms of in~ome

or health or whatever, are considered to have priority, how these

may best be achieved considering alternative programs or

policies, and wMt goods or services are already available.

In rural production, AID may often find itself able to

contribute a c~itical if only marginal component of a development

package financed largely by the LDC and other donors, or we may

find the pilot projects most appropriate. In selecting primary

beneficiaries from the poor majority for oUr projects, care

should be taken to provide whatever seco~dary benefits are possible

for others among the poor majority. And sC?me thought should go to

\.J the questi-onof whether any among the poor majority mightbe hurt by a

given program.

With these geperal guidelines, rural programs can be

designed to affect large numbers of the poor. Specific targets,

however, must be set for specific projects considering starting

conditions, hoat governme~t resources and policies, and prospects

for payoff. In some cases, it may be necessary to restrict targets

to certain short term achievements (l~ke acreage under new seeds

or innoculations provided) rather than final outputs like improved

income. However, the program should be designed with a view

toward AID's overarching goals of moving the poor beyond the

poverty level and links with those goals should be explained •.



by reduejnc gastro-enteric parasites and mitigating other diseases;

-22-
(TM 2:1)

C. Nutrition

Sup A8 to HB 'I

measures in the nutrition field proper; agricultural or rural

Improved nutrition may result from programs involving direct

Realistic nutrition targets -- major components of diets

practices like longer lactation or improved weaning foods, or other

incomes rise enou.gh to permit additional food purchases; health .:ind

child-feeding, food-fortification, education on better nutrition

or other rough indicators of nutritional status -- may be set only

But within a given country, diet requirements will vary from group

that FAO's average requirements of daily calories per person for

that also threaten future generations. Thus, targets for AID-

development programs that increase and diversify the supply of food

available or which stimulate agricultural production so rural

to group. Moreover, actual nutritional content of food available

each LDC are used as benchmarks for helping define the poor majority.

to the specific circumstanGes of each project.

to different groups will vary depending on local production,

after determining current nutritional status. It will be recalled

technology, uarketing, and cultural patterns of distribution.

Even withip. a fa.mily, food may be distributed more by custom than

according to need, with mothers and children suffering shortfalls

assisted nutrition or nutrition-related projects should be tailored

sanitation programs that improve the efficiency of food utilization

and education programs that touch directly or ind irectly on nutrition.
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Programs in the nutrition field proper have produced
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mixed results; feeding programs are sometimes promising, but may

not reach all the needy, or they may provide too little additional

food to make a difference, or they may stimulate counter-balancing.

changes in distribution of other food. Experience suggests that

~ involving the poor more actively in nutrition projects may promote

greater understanding of nutrition needs and available foods that

can payoff. As in other fields, programs with limited budgets

can accomplish far more when designed to meet the basic needs
"

of the poor, making jse of what they themselves can contribute.

The mandate encourage more such programs.

D. Health

Some efforts to improve health in the LDCs have succeeded

dramatically, particularly~ffortsto eradicate endemic diseases

or improve personal hygiene and sanitation. But·' funds have also

gone to curative services, which have not generally resulted

in as broad health cha.nees as other measures might have. Too often

developine countries have aimed to est~blish sophisticated health

!3ervices (Yen if they served only a few people. Thus, most of the

poor are still beyond access to any .but traditional health

services and without the clean water or. rudimentary sanitation

essential to reasonable health. Fortbem, life 'expectancy remains

low; morbidity and mortality, particularly amon:g the young,

remains very high.
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to improving health.
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t.han establish some t)!' the necessary pl'l'-eonditiL~ns•.

Increased att~ntion is now going to means of modifying

most common threats to health among the poor • An effective package

Improving health requires coordinating private and public

practitioners) of encouraging the poor to modify their practices now

potential beneficiaries also emerges as the key-stone of new approaches

programs, including those AID assists, in sanitation and water,

~nd economic and social measures too. Bearing in mind that AID-

possible to move limited portions of the poor majority beyond these

nutrition, family planning, personal hygiene, health services proper,

only modestly,. at a low per capita cost, our targets for per capita

improvement must be ~imited. In ten years, assuming current levels

assi~dhealth programs should be designed to affect many people, if

of donor and LDC resources continue to be available and assuming LDC

conducive to ill health. Thus the active participation of

little closer to the benchmarks. 111 five yearS, with the same

the whole system of policies and conditions that may account for the

benchmarks or to move part ieu larly disadvtlntaged bU~ large groups a

reliance is placed on inexpensive wayS (suCh' as upg;rading traditional

that an LDCcould finance, with current resources is possible if

asralll1ptiullabl'ut resource limitations," it will be difficult to do more

Sup AS to HB 2
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Exceptions wiU occur, of course, particularly in more

advanced countr~es or in pilot.areas where programs can often be

organized more quickly to achieve health improvements sooner.

But broader results will take time. Our short-r1.Ul goal may be

simply to help establish a service network and other measures needed

to improve health; our short-run targets may be couched in terms of
I

program inputs and operation rather than health improvements which

are our ultimate target. A medium run goal may be to change some

health practices, such as encouraging longer lactation; intermediate

targets in terms of such health practice changes may also be appropriate.

But health measures will themselves be designed to meet the ultimate

target of health improvements as soon as possible and their success

..., in doing so must be carefully monitored.

E. Population

Increasing the size of the pie by providing more food and

health services is essential to improving per capita living

standards; substantial progress will only be possible if population

growth abates. Thus, reasonable access to safe and effective

'-' family planning services and information is essential and is a

primary purpose of AID population program funding.

But people may be content With fewer children only if

Changes in economic structure remove the advantages many parents

now see in large families, and as changes in society open new

options for women. In this context, modest improvements in

individual nutrition, health, education and so forthr.re.y be required

if substantial improvements in living standards are to become
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AID .t() impl'l'ving living standards rather than an end in itself.
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In a world of plenty, "education" may connote literacy
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irnaginative progranuning. Specific targets, whether in demographic

In many cases, AID may be able to plan its programs with

~f the target is the more limited one of providing services alone.

motivational campaigns, and other policies that stimulate

targets in terms of services supplied, bearing in mind the overall

While it may be both necessary and desirable to set shorter-run

target of reducing fertility can stimulate more efficient and

participation in family planning -- questions less likely to arise

services and infonnation to encourage smaller families.

or program terms, can only be set for specific projects depending

In either case, focusing on the need for reducing fertility may

one of reducing birth rates or fertility as much as possible.

help stimulate questions as to optimal combinations of services,

programs needed to explore how currently operating policy measures

recipient LDC; in other cases, the target may simply be the implicit

on operating conditions.

proGress. In a world of want education must unfortunately of necessity

be somct.ltillf': 1'3.1' more restrictive and practical .;.- as means

a view to a particular birth rate or fertility target set by the

and socio··economic conditions influence att itudes on family size,

and what policies might work in conjunction with famil~ planning

and wide learning, truth for its own sake as well as a means to

realistically ~easibl~. Population assistance should also fund
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defines "minimum practical education" to be that body of knowledge,

attitudes, and skills necessary to effectively contribute to and

participate in a developing society and economy. Education should

help equip LDC citizens cope with their most pressing problems

hunger, ill health, and a lack of more productive employment.

Mlnim\~ practical education varies with the situations

people face. What is essential to effective participation differs·

dramatically among and within countries. In education, therefore,

AID must take the poor majority as defined through some benchmark

outside education -- su~h as income or health. Then,working with

some or all of that majority, we can seek to identify education

targets expressed as their learning needs, and select and tryout

the most promising alternative means for meeting those needs,

inclUding both formal and informal programs,in a process entailing

the active participation of the poor from start to finish.

It bears emph~sizing that literacy rates or enrollment

ratios ~ not be an appropriate target. For some countries,

Iiteracy may be' one, though not the only, learning need. Where

resources are very short, where life8tyle8 severely limit access

to formal education, or under other circumstances, programs to

increase literacy may or may not be the m08t effective means of

enabling more people to contribute to and participate in

development. Even the UN's worldwide target of "universal primary

education" ma..v be an inappropriate target, at least in some

countries' present circumstance8. Meeting the learning needs of
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out in developing countries.
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It i.s on that task that we must continue to expend our

We close on the note with which we began: the problems of

simplified form in this paper. The true test of our success will,

It is AID policy, with the support of the Congressional mandate,

of course, lie in the quality of the projects and programs carried

the poor majority are immense, but AID can and must be of help.

Sup AS: to HB 2

new as well as traditional approaches, particularly those that

greatest energies.

to pursue as an underlying theme the approaches described in

the poor majority with severely limited resources requires considering

engage the poor themselves at all stages of the process.
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"FoQ>' Mo.Jarity" 1>1 A.l.D.-Asaiated Countriea, Accordilla to ProporUCD of l\:>pu1.aticn Rec~il'illa Lea. than $150 per capita
per ;yeAr (1969 price.) Liated byA.l.D. Region and by Contributicn to "Poor Mo.Jority" Population of tbe Regioo.*

~ of Population "FoQ>' Mo.Jority"
Total Populatioo Receivilll! " $150 Populatioo

(lI1llion. ) per capita (Illillioo.)

!lear Ea.t and Soutb A.ia
India (64-5) 537.0 91~ 4e8.7
!lll(i.tan (InCL. Banglade.b) (66-7) 1l1.8 72 80.5
EgyPt; (64-5) 33.3 50 16.6
Tu»lley (68) 35.2 45 15.9
Sri L8nIIa (63) 12.5 68 8.5
Tuniaia (70) ---.!t...2 ..25 ~

RegiOD&\l Sub-Total 734.7 8~ 612.7

Eaat A.ia
651.ThailAnd (62) 34.7 22.6

KDre8, s. (70) 32.0 45 14.4
R1ilipp1>le. (n) 37.1 32 1l.9
Vietlll'm. S. (64) 17.9 44 7.9--

Regional Sub-Total 121.7 4'71> 56.8

Africa
Sud&ll (63) 15.2 81~ 12.3
Tanzania (67) 13.2 91 12.0
Kenya (68-9) la.8 86 9.3
!'hdagilBcar (60) 6.5 88 5.7
Mllawi (69) 4.5 96 4.3
Chad (58) 3.2 96 3.1
SeneiWol

(
6°l 3.8 69 2.6

Dobomey (59 2.5 .!... 2.3
Ivory CbB..t (70) 4.2 45 1.9
Sierra Leone . (68-9) 2.5 '70 1.8
ZBmbia (59) 4.2 20 .8
Bots"""" ~7l-2) .6 84 .5
Gaba, (6) .5 22 .1---

Regional Sub-Total n.7 79;: 56.7

Latin America
Brazil (70) 93.6 4% 42.1
Colombia, (70) 21.1 42 8.~
Peru (70-1) 13.6 35 4.
Ecuador (70) 6.1 70 4.3
DoIIIin1can RepUblic (69) 4.3 38 1.6
Chile (68) 9.8 16 1.6
El Salvador (69) , 3.5 43 1.5
Honduraa (67-8) 2.6 58 1.5
Guateoala (66) 5.2 22 1.1
Uruguay (67) 2.9 23 .7
Jaoaica (58) 2.0 27 .5
Coata Rica (n) 1.7 14 .2
Panana (69) 1.5 16 .2
Guyana (55-6) .8 28 .2

Regional Sub-Total 168.7 41~ 69.2

ALL ROOIOIIS (37 countriea) 1096.8 72.% 795.4

* Countries inclUded are tb. 37 A.l.D.-a••i.ted countries for whicb income di.tribution data are reported in Shail Jain. Size
Diatributicn of Income: COIIIPilation of Pata, IBRD. Bank Staff Working Paper No. 190•.Novemller. 1974. Twenty-Beven A.l:o;:'
assisted cOlmtrles are not included for lack of 1nccme distribution data. These are: .Afghanistan, Bolivia, Burundi, ca._roan,
Central A1'rican Republic. Ethiopia, Gambia. Ghana, Gu1JIea. Haiti. Indone.ia. Kinner Republic. Laos. LeBotbo. Liberia, Mo.11,
Morocco. Nepal. Nicaragua. Niger. Paraguay. Rwanda. Swaziland. Togo. Upper Volta. Yemen Arab Republic and ::.sire. But tbe total
1970 population of tbe.e countri....... only 242 million. compared to 1097 million for the countries included in tbe table.

The IIletbod end aource. for tbe table. are aB follow.. Population and GDP data are for 1970 (converted to 1969 price. in
all ca••• ), except for Paki.tan. Sierra Leone, Tanzania. Tha,.land. India. Senegal. SUlian. South Vietnam. Egypt and ZBlllbia.
wbere tbe data refer to 1969. and Bot.wana (1968? Chad (19<',) and Dobomey (1967). Date. for the income di.tribution data
are Bhown 1>1 parenthe.e. next to the country in t·he table.

. werF; p:r:esented in. the
Income di.tribution data in the lBRD .ource cited above/ form of income .hare. ""curing to 20 equal BUbgrOup. of the populatian.
To calculate the percent of the population receiving an annual per capita GOP below $150 the incaoe .~re of a .ubgroup
..... multiplied by the total GOP figure for that country. This product ..... then divided by the nUmber of individual. in that
subgroup or tbe total population divided by 20. GDP and population refer to tbe lIlC.t recent year for which data are
available. Usillll' $150 as a guide. the clo.e.t 5~ interval ..... located and a••uming equal di.tributiOll within tbis
interval, the approxioate percentage deterlllined. The order in which countrie. are presented Within region...... determined
by the oagnitUlie of the poor oaJority of the population. colUlllll 3.

The .ource for tbe population and GDP figure. were the UN StatiBtical Yearbook 61, and the UN Yearbook of National Account.
StatisticB 1911, V. ill respectivelY; GNP deflator indexes found 1>1 Gro•• NatiOIla Product. 1m. FM,ISRD. Ml.y 1974. were
u.ed to Calvert all GOP figures to 1969 price. (Exceptions: Bot.wana. J.....ica. Sri LIiilka. Chad. Dahomey. and Guyana.
GI'IP deflator. were taken frail an appropriate regiona1 table of Africa or Lat1>l America in the !II Statistical Yearbook, 1913.)

Am/FPC: April 1975



Source: Calculated fr,'m Annex Table: Population, food supply and demand
for food in individual countries; Assessment of the World Food
Situation, Present and; Future, Item Bof the Provisional Agenda,
United Nations, World Food Conference, November 1974.

AID/PPC: April 1975
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APPENDIX B

AVERAGE PER CAPITA DAILY ENERGY RBtUIREMENTS

Country. calories Country Calories

Urug·ua,y 2,670 Dahomey 2,310
Turkey . 2,520 Liberia 2,310 .
Egypt 2,500 Panama 2,310
Cyprus 2,480 Paraguay 2,310
Syrian Arab Rep. 2,48Q Sierra Leone 2,310
Chile 2,450 Tanzania 2,310
Afghanistan 2,440 Togo 2,310
Trinidad & Tobago 2,430 Bangladesh 2,300
Yemen Arab Rep. 2,430 El Salvador 2,300
Morocco 2,420 Ghana 2,300
Bolivia 2,410 Guinea 2,300
Tunisia 2,400 Ecuador 2,290
Brazil 2,390 Guyana 2,280
Upper Volta 2,380 Honduras 2,280
Chad 2,370 Mldagascar 2,280
Miuritius 2,370 Dominican Rep. 2,260
Nigeria 2,370 Hlilippines 2,260
Senegal 2,370 Central Afr ican 2,250
Angola 2,360 Rep.
Korea, Rep. 2,360 Costa Rica 2,250

Botswana 2,350 Haiti 2,250
Peru 2,350 Jamaica 2,250
Sudan 2,350 Nicaragua 2,250
Gabon 2,340 Khmer Rep. 2,239
Mili 2,340 Thailand 2,230
Niger 2,340 Laos 2,220
Rwanda' 2,340 Sri Lanka 2,220
Ethiopia 2,330 Zaire 2,220
Malawi 2,330 India 2,?10
M::>z~mbique 2,330 Guateoala 2,200
Pakistan 2,330 Nepal 2,190
Burundi 2,320 Vietnam, Rep. 2,170
Cameroon 2,320 J;ndonesia 2,160
Colombia 2,320
Ivory Coast 2,320
Jordan .2,320
Kenya 2,320
~uritania 2,320
[lonalia 2,320
Zambia 2,320
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Appendix C
Item 1

Capital Transfera.CapitalIntensity anci,:c.pital P~ojects
'. - .

The three terms "capital transfer. II '''capital' intensity,'" and ~'capital

pr~jectII are sO,met~mes, u~eC:i' L~ Congressional or other documents in
ways that suggest confusiqnasto their meaning. This brief paPer
attempts to clarify wbat AID means by tbese words.

1) A capital transfer is an -international financial transaction involving
the movement of funds from the capital-exporting.to the c$.pital-import'ng
country; the funds can be given as grants. exchanged for debt instruments.
or used to purchaseeq~itypositions. Capital transfers thus incl'ude
private and official long-and short-term purchases of debt. direct foreten
Ulvestment. and private and official grants. Accordingly. virtually all:

'forms of assistance extended by AID to LDCs invQlve capital transfers.
Such transfers can. in tum. be used by the recipient for purchasing goods
and services fro~ the United States or from other countries . These could
include raw materials. intermediate or capital goods or services such as
those of technicians. engineers, etc. Even though the expenditure under
any specific project mayb.e entirely in local currency and not require direct
procurement from abroad. the capital transfer (in the form of foreign
exchange) is required to buy goods and services in the local market and is
therefore essential to the undertaking of any AID programs in LDCs.

2) A capital development project is the creation~ improvement., or expansion
of :physical assets or institutio!1$ which produce goods or services--factories.
land improvement. roads. agricultural researqh capacity. school systems.
etc.

3) Capital intensity refers to the proportions in which capital i,s combined
with labor to generate goods and services either in, specific projects or at
a more aggregated (national, sectoral, or sub-sector) level.

The adjective Illarge " is also used in a rather 100Ele way without specifying
large in relation to what. Is a ''large'' transfer large in relation to the
GNP of the recipient country, its total imports ,its total investment program.
'the, number of intended beneficiaries. the size of total external assistance t6
lhat country, the AID budget. or what?

In any case, .the~ of the project is not therelev~tcriterion; what is
relevant is a) that the proje ct makes efficient use of scare resources and
b) that the benefits nowing from the projeG1; accrue largely to .the poor.
Some large scale projects'meet these two criteria and some small scale
ones do not.



Implications for AIDPrQgrammlng

2) CapitalProjects . Capital projects can be not only compatible with but
essential to the achievement of poverty alleviation objectives., Capital
projects should therefore, as noted above, be judged individually in terms
of who benefits from them: arid whether in their creation and subsequent
ope ration they employ ~ppropriate combinations of capital and labor.

- 2 -
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3) 'Capital Intensity. The mixes of capital and labor should be viewed as
a spe<itrum running frbfIl h.ighly capital intensive to highly labor intensive.
Some sectors or sub-sectors (e. g. petroleum refining) are necessarily very
capital intensive because of the technology involved. In other sectors
(e. g. ;agriculture orconstr,uction) a range of technologies exist or can be
devj'sed. LDCs, with their' shortage of capital and abundance of labor,
shoul!l concentrate on sectors which are relatively labor-intensive and '
within.' sectors should employ technologies which are as labor intensive
as is compatible with social rate of return criteria H. e. after correcting
for distorted factor and commodity prices) and with seasonal variation in .
theavailabiHty of labor. In considering factor intensity it lS important that
attentionbegiven not only to the' project sta,ff itself but to the effects of its
backward and 'forward linkages on the demand for capi.tal and labor. For
instance, a project which by itself is rather capital intensive m.ay create
a need fQr inputs which are very labor' intensive or produce a project which
is u~ed in very labor intensive ways. It is riecessary~ therefore, to look
beyond the project itself and take into account its indirect as well as its
direct employmerit effects.

The size of a transfer doe~ notsignlfy ~ything about i~s impact on the
poor. What groups benefit depends on how the resources financed by the
transfer are llsed. Assuming that the resources financed bya large and
small transfer were applif-d equally well to meeting the needs',ofthe poor
the larger transfer would have the g~ater beneficial impact. Under
the,seclrcumstances a $~O million transfer, tor instance, should have
twice the impact ola $10 million transfer to the same country.

1). Caeital Transfers. A development assistance program by its very
nature' :tn"Volves capital transfers. As far as AID is concerned, the
approprlateslze for a capital transfer (apart from AID budget cons,iderations
and U. S. object.ives not related to de-velopment) depends on the determination
and capacity()~th:~ government of the recipient country to implement policies,
p~graxns, and projects which reach the poor and the magnitud~ of additional
re~ouroeswhich are need~d and can be effectively used for this purpose.
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Appendix C
Item 2

The. Role of AID and "Direct Assistance"to~he·Poor .Majority

AIDsupports and assists LnC agencies' in pIann'ing, financing.' implementing.
monitoring and' evaluating programs and projects which promote development
~ctivities which primarily and directly qeal with the problems of and benefit
the poor majority.

AID may therefore support activities which directly benefit the poor majority
or support through assistance in planning and itlstitution building LDC
agencies that deal dir~ctly,withthe problems of Ule poor majority. Almost

. invariably AID assistance would reach the poor majority not "directly"
through. for example, U. S. advisors working directly with villagers. but
tbroJlgh:

a) public or private intermediary institutions. and

bladvice leading to cha.nge in LDC policies which, in several ways,
m~ght improve ~neflts to the poor (e~ g. ,policies which influence
the availability of opportunities--includingemployment--and the
supply and cost of basic goods and services).



Appendix C .
Item 3

- 4 -

Participation

Sup A8 to He 2

2. The activity in which they participate ls, ideally, a learning experience
for benefited persons, whiCh increases their technical skills ~nd/or their
capacity to organize for common purposes and for greater access to the
benefits of development.

An approach to development that may be characterized as follows:

Participation in project selection is illustrated by recent developments in
the program of the National Community Development Service, an autonomous. .

agency of the Bolivian Government. Local people are hired al1d trained
as technicians by the NCDS to aSsist villages establish project committees ~

to identify prpjects which are then submitted to the NCDS for financing.
Another example is the rural public works program of the early sixties
in East Pakistan where village representatives participated in project
selection at the county (Thana) level.

An example would be women, who receive training as midwives in local
infant and child care programs. Through their participation they increase
their knowledge of nutrition, the environmental situation and control of
communicable diseases and also how to involve the local community for
those programs which are community wide. Country examples of such
health and nutrition programs include North East Brazil, Sri Lanka and
Taiwan.

There are examples of participation in decision-making with regard both
to project selection and implementation. At the implementation level, (;j
participation occurs in the analysis and approval of applications for credit
by local cooperatives . This usually involves a "credit and flria.rice II

cQm.mittee which does most of the· work and the members of the Management
Board who give the formal approval and are legally responsible (in well-run
co-ops) for the co-op funds. Examples can be found in Bangladesh
(Comilla Thana), Gambia, Guatem.ala and Taiwan.

1. Decisions concerning the activities'to be qarried out are made~

preferably, by those benefited (1. e.« the poor), or if not, .at le.ast with
effective consultation and substantial acceptance by those benefited.

3. Economic benefits are widely and significantly shared by the poor with
the objective of narrowing the relative income gap between rich and poor,
e. g. the co-op which benefits all small farmers or the type of health
improvement program cited in No.2.



."

Sup AS to HB 2

.. 5 ..

Country examples include Egypt, South Korea, Sri Lanka and
Taiwan.

(TM 2:.1)

4. The poor make a significant contribution in effort and resources
to the activitles from Whicbthey benefit, e. g. through personal savings,
or serving as members (usually without compensation, though expenses
are covered) of local planning or project implementation committees, as
in the examples given in Nos. 1 and '2 above .

..., Country examples include Taiwan in particular as well as Egypt and
~ S.outh Korea. In the above mentioned Bolivia National Community Develop

ment Service program; villages are now expected to cover"one -half of the
total cost of projects.

5. The participation and contribution of women should be explicitly taken
into account under the above-mentioned considerations, e. g., any of the'
"bove or other examples when the participants are women.



Rural development according to Section 103 and its legislative history
consists of those resources to which the rural population, and especially
the pOo~ need access, both to inctoease their output and incomes and to
improve the quality of th~ir lives. The output component of rural develop- ~
ment, is most usefully thought of as total rural production rather than
agriculture, and the emphasis in production planning is on the linkages
among agriculture, industry, and marketing (these categories include
associateq services and physical infrastructure, such as credit, information,
inputs, processing, roads,: irrigation, etc.). Rural development is viewed
asa process with an important self-sustaining element and therefore one
that requires local people, local resources and local savings to be involved
to their fullest in ptooject design.

We propose the following approach to a definition of rural development.
Rural development covers all sectors of development and all people who
live in farm villages or hamlets, and those who live in urban centers whose
economic Ufe dependS primarlly upon agriculture. 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. In some counttoies. major regional cities would also W
probably be excluded. Because of variations in population densities and
levels of modernization in the developing world it is impracticalto use
community size as a criterion to divide urban centers between those which
are primarily farm;.related and those whose economic life is primarily
nono.lagricUltural. Section 103Qn food and nutrition assistance may, by the
above definition, cover 98 to 99o/c of the urban places in the developing world.

Appendix C
Item 4

- 6 -

Rural Development

(TM 2:1)Sup AS to HB 2
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Appendix C
Item 5

-'1-

CoUabora,tive .St;rle

(TM 2i1)

. , .

An approach to policy.. progJ'atXl and project developm.ent characterized
by an Lnter-a.ctive process of consultation, planning and decision-making
between AID and th.e lovet-nment of a developing country. This process
~ssu.mes a certain ~eas.lU"e of concruence of policies and objectives
betwe-4tD AID and th~govePlUXlent. The framework of AID policies and
req1,J,ir.ments is deflned by ttleFAA of 1913 and other leg,Lslativeand
a~inistrative determinations.
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SUB':1ECT - FY 1976 Implementation and FY 1977 Program Planning

R,F.FERENCE - .
FROM ALEXANDERSHAKOWTOALL A~I~D. MISSION DIRECTORS AND A.I.D.
REPRESENTATIVES

At the request of the Deputy Administrator we are attaching a copy
of his tnemorandlUll of July 22, on implementation of our FY 1976 program
and the planning of our FY 1977 program. ' Accomplishment' of the' ,
objectives ehunc1atedJ,ythe Deputy Administrator will require the
full cooperation of all Agency Offices 4nd Missions.

This memo is translllitt~d toyou'for your information and more specific
guidance will be transJflitted tbyou by the appropriate regional bureau.
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brought to th~ attention of the Admin1strator*s Office earlier in the
process.. lam asking PPC/DPRE to .. strengthen efforts in this regard
through expani:led andearlie.r participation in the assessment and review
of all Bureau decision memoranda and cables relating to approving/
disapproving PIDs, PRPs, and PPs (and equivalents) for FY 1976 and 1977.
PPC/DPRE must actexpeditiouly in reviewing such material so as not to
delay· the implementation process. I fUlly expect differences of opinion
between PPC and the Bureaus from time to time which will have to be
brought to my attention. ! consider that such disagreements reflect a
healthy enviroIlInent within t~e Agency. ! particularly want issues surfaced
for the attention of the, Administrator's Office at the PID and PRP stages
so that problems at the PP stagew1li be minimized.

. Sup A9 to HB 2 (TM; 2:1)
-2 -

3. Targets

Attachment B indicates the percentage of obligations and authorizations
1nFY 1975 by quarter as compared to our total request in the FY 1975
CP'anq'compared to actual resources availability. The record could have
been bet~er. This year we want to substantially improve our perf~rmance

in regard to the 1976CP.'Targets for this year, which have been set in
conjunction with your Bureaus, are included iilAttachmentA.

4. quality

At the same time, .of course, we want to continue to improve the quality
~f ~~~ p~uj~~t~ a"~ ~L0~Lam&. III thl~~egdLd, L woulu iik~ to
reiterate the statement I made in AIDTO Circular 603, dated August 28,
1974: "There can be no disagreement about the importance of good project
design and ~he interdependence of design and evaluation. The accelerated
submission of new projects for FY 1975 and FY 1976 should not be permitted
to detract from efforts to improve project design of both grant and loan
projects which remains a key Agency objective requiring th!! personal
attention of Assistant Administrators and Mission Directors."

. .
5. Review of Grant Projects

To improve the quality of our current portfolio I have indicated earlier
the need for a review of our on-goinggr<U1t projects. Particular
attention will be paid to projects over five years old. At my request,
PPC and PBAR are now drafting guidelines for this review, and I will
subD1it these to you very 8hor~ly. ~. 11.'

.. ,.9'''-..'].-1, ....4... 4·
~-I;·.,/""'~"·,,,

~

ohn E. Nurphy . . J

Deputy.· Administrator

Attachments: als

cc: SER/FM, Mr. Thomas Blacka
M./I.EG, 1'15. Jean Lewis
AA/IDC, Hr. Sidney Weintraub
All· Field Missions (ppe Action)

Ge, Mr. Charles Gladson
FFP, Mr. Robert Spit~er

SER/PBAR, Mr. James Roush
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Irnplement~tion of the FY 1976 Program

(TM 2:1)

1. The FY 1976 CP 1s1 the.basic funding pl~nend blueprint
for..the Ilgency.DEiviations from muounts cont~lined in
this documctitarediscouragcd and.proposed changes \1i11
be subject to critical scrutiny.

2. Agencyl1ide 'obligation targets. nrc as fo11ot·~s: "k

First Quar.ter
Crants
Loans

Second.Quarte1:
Grants
Loans

Third Qua~ter

Gtants
Loans

May 31
Grants
Loans .'

1/ ~xcludes India

(Dollar
1$Sut\d

SO

65

80

Cumulative % of AMounts Contained
1nCongressional Presentation

LA AFRICA NE5Al! ALL OTHER

amounts specified in PPC Funding Plan
July 15)

40 50 50 50
40 33 . 65 50

65 '75 75 75
65 60 75 75

90 90 90 90
90 90 90 90

3. It should be emphEl~ized that these targets .ire based 'on
amounts conta:i.ncd in the FY lQ'16 C~:mtr,ressione!l Pref>cntc:'.U.on.
Retard1~ss of f~.nr.ll £undil1& levels I J}ur~_2E.S-~-:?~}~~.?-rJ_
~_9ont)'_~1~!E des2:[~l1. deye1o~S~.!!--?11d:-E_~v1.e\~ Oi: actJ. VJ.t1.t2S

.aga:Lllst funCling leyels ·colltal.n~Qln the CP.

4. Final ohlJ.glltion targets "1i11 be est:~blisll'~:d by Bureau
and (!uarter baBed em review ~nd apprt.ve.l of Cl Bur~~1U

prepm:c<l 'p1,[,n ~nd schedule. Indcveloping. thi.s plan.
Bl1rc,iJu$ eire. asked to TI1N:!tOr- exceed the initi£'.l tarects
set forth E\h(~v(-:. Devill ti<,n~ ·frol~l the app:cov<:d pl<:i11 'n:G.Y
rcslll t ..i.nrepi:ogr al1:ming of funds.

5. llurea.uf: are to prepare and. submi.t to prc on IH.lgust 15 2:1

:LITlplemcntnti,on plon ror FY 1976 conUd.ning the follm·:-L"::
informntion:

- Plmltlod ob1:i.gntioll levclc, for gr"nts Ci.&:td loans by
ct(wTtcr; .

ok Acd.v;i.ti. ...~c _to he fun(~cd from f:.~\1pporU.Hf~·/..;,~:;:i~;t:;.. r.cc are nut:
cove:r Nlby thea t r'n~G t s . hl~'icvcr I .1 t: t: LC L <'T!.i ~ S 1" :ea~;:: t·;,. (~

U rrc, NESA wlil\:ork clo6cly with PPC to establish FY 1976 targets and
V an. il,ll)J.Cr.1c:it:1tio:l plan.



8. PPC 'vill synopsize .these tronthly rcport:~ for re\Tic\·~ by
the D.::puty l,(~i~linifjtire: tor .end \doll c~d.i lls tfUl'"lding l·~ve15
to reflect. c1·.<1r~ge~ i.n the schedule and in funding
requirements for' individual nctivitics. .

7. Bureaus ,·;rill scbMit rev5.sed implementation plans to PPC
on a monthly hClGis b€ginning October 31. RegardlE'ss of
f111:nl, fu;ndi1l8 levels, Bureaus are to con,tinue to report
on progress 'j:cgat'ding devclopl:n,mt and p:coccssing, of .
doc\.lment:at:ton for the progrol\1 set forth in the
CPo

'(."'.'lll'
W

il'..'.".·..

i:'''..''flll'..

-2-
(TM 2:1)

- A schedule fo): processing, review and ,approval of
all loans, ne\ol grant activities and Operational
Program ,Grants; (includes shelf projects)

- A revised estimate of funding requirements for th~
individtial activities cQntained in the 1976 CPM~

increases, decreases, fallouts;

• A list'o.f anti6ipatedSection 113 Notifications;

.. PPC ~o'provide detailed, instructions and format
on July 25.

6. PPC is to assetnble an Agency-wid~ implementation' plan
for FY' 1976, based on Bureau submissions by September 15.
'this' plan ~vi1l contain:

- Obligation targets fox-the Agency by Bureau and
quarter;

An Agency':'~vide schedule for processing, revievl and
a.pproval of all loans, new grants and Operational
Program Grants; .

- A reallocation of FY 1976CP1~vels based on :revised
Bureau cs timates of funding requircments , for
indivlduolactivities;

- A reallocation of FY 1976' cR levels (ar,;suminG tole, .
are still on a' Contin~ing kesolut{o-n) in ord~r to
establish ellotment levels and priorities during
the CR period ,,

'Sup A9 :to HB 2
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9. In +egard to Documentation for the FY 1977 program, the
schedule is as follows:

June 30, 1975

August 15, 1975

October 1, 1975

November 15, 1975

Decetr.ber 31, 197y',

a. PIDs received

b. PIDs .reviewe4 and approved

c. Submission to OMB

d.PRPs rec~ived

e. PRPs for FY 1977 CP reviewed and
approved

f. PPs received, reviewed and approved per FY 1977
obligation scheclulc

*It is recognized that the December 31 deadline forrevie\\7
and approval cfall PRPs is extrp.me1ytight. This deadline
is based ona much earlier subIT.insion of the 1977 CP to
the Congress than pas' traditionally he.en necessary and
rdf.1ects the implications of the schedule contained in the
iqdget and Impoundment Act. "fui1e some f1m.dbili ty may
1·.. t· f"'r l-,,,,,,,,,,,,,,,';'h1c ··it J.'.;o p~~r.i'nr;",1 .-k -- .-- -, -.. • ", Q _ _ _ t':'v ... ..., ..... '" . •. .). . _ .:-._ _ •• ,-. ,... .....~ ... a.. a ....u v '"'

aga1nst this deadline at_this time.
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II. General Issues

The Agency has made considerable progress in refocusing programs
on the poor majority and in designing projects to reach the

----IUNfd.e'lt$~~----

A. Alternatives in Program and Project Selection and Design

We assume that Missions are already quite familiar with the
basic documents relevant to the Agency's "new directions".
Moreover, omission of a key area of policy interest (e.g.,
small farmer production) is not to be taken as an indication
of a change in its priority, nor is there any particular
relationship between the number of paragraphs devoted to a given
subject and its relative priority in funding or allocation of
man~ower. Similarly, while we are concentrating mainly on
proJect selection and design issues, it should be clear that
all of the subjectsdiscussed in this guidance relate to areas
of Agency priority, in which we encourage and support selective
project development activity.

there has been very little general feedback to Missions. This
message attempts to correct this situation in part. It deals
with these issues as they affect 'the FY 1978 budget submission
as well as project design for FY 1977 and project planning and
design after submission of the FY 1978 ABS. Proposals submitted
to AID/W'wi11 be expected to take account of the project
selection and de~ign priorities and issues raised in the
subsequent sections and in the Appendix on rural development.

It is important to note that this paper focuses on problems
identified in the review process. For this reason there are
several major areas of new Agency emphasis whiCh while touched
upon are not covered in detail here; these important areas
will be the subject of special guidance messages and policy
directions in the near future -- e.g., agribusiness and private
sector involvement, the urban poo.r, appropriate technology,ana1ysis
guidelines on rural development, and so forth. .

It is appropriate that within AID disagreement should exist on
how to carry out our "Congressiona1 Mandate", for the problems
are complex and fraught with pitfalls. This message looks at
the underlying factors which determine what would seem to make
most sense for project selection and design under differing
circumstances. We do not pretend to know all the questions
which should be asked in addressing the difficult task of
improving the productivity and welfare of the poor majority,
let alone all the answers. Thus, this discussion is part of a
continuing effort to evolve successive approximations, rather
than clear-cut answers to development problems.
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poor more effectively. There ar~ however. several areas which
require increased emphasis.

--Many proposals have not explored whether a project
might have some countervailing negative effects on the poor,
and thus do not include design (or project) alternatives to
meet this concern. Similarly, for many projects in which
benefits for the poor are expected, the proposals do not
consider whether a worse distribution of incomes and power
maynQt still occur. In general, activities which have some
benefits for the poor, but primarily improve the economic or
political situation of upper income groups, are better left to
the recipient's own resources or to other sources of external
financing.
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-- Similarly, in many projects it is necessary to consider
whether the factors which prevent benefits from "trickling
down" will cause benefits to trickle back up. For example,
as ment:1one-d in Section 5 of the Appendix, it is important
that policIes be set so that rural savings institutions do
not end up channeling rural savings needed for agriculture
into the cities.

-- We have given insufficient attention to whether a
project has the best feasible design, or even is the most
appropriate project, to carry out our objectives. For example,
it is this question, and not whether the poor benefit, that
lies at the heart of disagreement within the Agency about
loans based primarily on increasing the supply of imported
fertilizer. What we seek in project proposals is informed
judgments based on reasonable analysis; we do not need an
exhaustive and sophisticated quantitative comparison of alter
natives. Clearly where the cost of tHe best feasible program
appears quite high in relation to accomplishment of program
objectives, funds should be shifted to other sectors or
countries.

-~ Since more developed countries tend to be better able
to develop the kind of sophisticated projects required to reach
the poor majority, particularly strong joint efforts in project
development will be required between AID/Wand Missions in the
poorest LDes.

B. Building on Agency Experience with the "New Directions"

As we explore relatively new and difficult program areas, with
highly limited resources, we should give priority to projects

._fg~Cr.ASSIFIED
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In the relatively few years since the emergenc~ of the new
poverty-focused view of development, most countries have:
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AI~/W has heard the message from Missions loud and clear that
there are a number of inconsistencies between our exhortation
to be innovative and experimental and our procedures, which
directly or indirectly discourage risk by asking for dates,
amounts of money and substantive questions to be tied down
far in advance of beginning the project. W~ recognize that
this is a legitimate problem, and know that Missions recognize
the substantive and other reasons for the procedural require
ments. Fortunately, many Missions have been fairly successful
in carrying out experimental projects in spite of these con
straints. Building in the flexibility and reprogramming referred
to above as a "formal" part of projects, rather than having
them appear apparently unexpectedly, may often be helpful and
justifiable. The new arrangements for program development funds
(described in the FY 1977 Congressional Presentation) should
also be helpful in exploring experimental possibilities.

C. Collaborative Style and Internal Political Constraints

-- a strong rhetorical commitment to placing more emphasis
on the poor majority;

which have the potential of yielding useful insights on how to
assist the poor majority. This implies serious attention to
steps to obtain and evaluate information on what is and is not
working and why. Building evaluation and flexibility into
project design is important, so that feedback can be absorbed
as the project evolve.s. Useful evaluation results are likely
to be rejected if they are perceived as threats, rather than
as constructive contributions, by project authorities. (One
need not look outside of AID itself for examples of the
difficulties in having evaluation results affect programs.)
This approach also implies careful attention to financial,
human resource, institutional and other aspects of replica
bility (or adaptability). It also implies attention to external
linkages so that elements which are in theory replicable in
fact get known and replicated (or adapted).

A number of questions have arisen as to how AID reconciles
our collaborative style with the mandate's emphasis on sensitive
domestic policies, especially given the lack of firm commitment

. to an equity-based growth strategy in most recipient countries.
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varying, but usually increasin~ pressures from
intellectuals, technocrats, competing groups among elites and
others -- often including poli~ical pressure from the poor
themselves -- to turn what initially may have been mere
rhetoric into something more; and

-- politically feasible opportunities for significant
improvements in the lot of the poor, in at least some sectors
or geographical areas.

On the other hand, extremely few countries have the political
commitment and land reform that underlie the best-known examples
of the new view of development, and some of these examples
themselves raise serious questions of human rights.·

Also, there is likely to be substantive resistance from those
who suffer the consequences of e.g., relative shifts in strategy
(and funding) from higher education to basic rural education
or from large-scale to small farmers, when t~ese shifts go beyond
relatively painless pilot-projects.

These points and others raised in Agency reviews, have a number
of practical implications for AID project development and review:

-- One of the key questions in the progtaa planning process
is what are the most significant and feasible steps we can take
to encourage more emphasis on -- and efficiency in -- addressing
the productivity and other problems of the poor majority. In
many situations the most scope may be at the local level; in
others, this may be where there is the most entrenched opposition

* We do not yet know enough about how much change can· occur on
such basic issues as land reform or elimination of distortions
in factor prices without a strong preexisting political will
(or external intervention in the case of some successful land
reforms), or without a fairly authoritarian central government
structure. We know that there are no "quick fixes", no set of
institutions and programs borrowed from. the "success" cases
which can be mechanically applied in different political and
socio-economic environments to produce the same results. On
the other hand, evidence of gradual and partial improvements
in the lot of the poor in countries with a wide range of
political and economic "systems" clearly contradicts the view
of some tnat political and social obstacles are so pervasive
that nothing can be done without very radical political change.

UNCLASSIFIED
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-- Premature assumption that political constraints are
binding can lead to a number of problems, including: not
asking important questions in analysis (like whether there
are feasible steps that can assist the landless); projects
which address relatively marginal problems, often at quite high
cost for what is being accomplished; projects which serve as
mere tokens or palliatives and which can have a long-run negative
effect; and even projects which may serve primarily to solidify
the political or economic position of local elites or repressive
governments. As an example of this l~st point, a political

-- Similar:ly, it is unnecessary, as well as undesirable,
to attempt to force recipients to take steps'they are strongly
opposed to in order to carry out our new directions; such
efforts produce more friction than long-term positive results.
Giyen the inherent political and other difficulties in addressing
the problems of the poor majority, it is even more necessary
for assistance to be carried out in a collaborative manner if
it is to have a lasting impact.

-- While donors cannot provide political will, they can
do much to help countries move further and faste~ through
relaxation of constraints on development and implementation of
improved programs and policies. By helping to develop and
demonstrate viable and replicable models and by sponsoring
relevant studies and research -- preferably carried out by
competent and influential local analysts -- there can also be a
positive impact on bUilding the political will required to
take more difficult steps to help the poor majority.

-- Insufficient understanding of political constraints
can lead to inadequate project design, or project failure.
For example, shifts 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.

-- With very few exceptions there is a reasonable degree
of overlap between AID's Congressional mandate and the priorities
of recipient countries; thus, it is consistent with the collabora
tive style for AID not to fund activities to which the country
gives priority but which fall outside our priorities.

to changes in the status quo. Such questions cannot be answerea
on the basis of global Agency policies, but must be analyzed
and judged by those familiar with the particular country
situations.

AIDTO CIRC A
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scientist consultant who recently urged support for a major
decentralization effort had forcefully argued against decen
tralization in that same country before a recent change in
government.

-- Virtually. all other donors are developing policies
which are consistent with AID's new directions. Closer coordi
nation with multilateral donors in the field and, through AID/W,
with their head offices can not only help improve programs in
individual countries but can assist the other donors in the
difficult·~ they are facing in implementing their own hew
directions.

D. Participation

The Agency's July 1975 Report to the HIRe points out that the
term "participation" covers a broad range -- from participation
as a beneficiary of development programs through participation
in decision making about programs. There is a healthy debate
within the Agency about the applicability of some definitions
of the term to particular situations, how it can be used
operationally in given projects, whether it is an objective
per!! or a means to an end, etc. TAB is in the process of
contracting for a working paper from the Cornell Center for
Rural Development to help clarify some of the issues and
prospects.

There are a number of points, though, on which there is fairly
clear, operationally useful evidence which shows that the
importance, ana cost effectiveness, of participation goes far
beyond simply the beneficiary concept:

-- We now have evidence, e.g., from nutritionalists and
from IRRI scientists, that intended program beneficiaires have
sometimes been right to reject the advice outside experts
have offered. At a minimum it is important to find out from
the intended beneficiaries their thoughts on the problems to
be addressed and their reactions to the changes they are being
asked to make. For example, there are serious questions about
the conditions under which it pays to apply fertilizer to coarse
grains in East Africa; AID has urged -- in projects funded
jointly with the World Bank -- that project design include
feedback from farmers, and not just from demonstration plots,
about why they do or do not use fertilizer, the yields they
get, etc.

UNCLASSIFIED
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-- Individuals or groups are more likely to change. their
behavior if they feel some "ownershipft (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 to desired changes in community and family
health. and family planning practices. .

UNCLASSIFIED

-- Participation, in the sense of individual membership
in relatively democratic local organizations with some decision
making responsibilities, has characterized many of the best
known development examples, cutting across a broad range of
political ideologies.

It is, of course, easy to·carry our new emphasis on participa
tion too far, forgetting that like any other aspect of the
development process, it is far from a panacea. It will not
substitute for the need for profitable technologies, appropriate
policies, etc.: anQ participation in institutions in local areas
must be combined with effective links that relate rural areas
to the political centers which allocate resources and control
services. Otherwise, there is the danger of lapsing into what
has been referred to as "the old community development fallacy".

E. Human Rights and the Role of Women in Development

-- Recent comparative analyses have strongly supported
the view that effective participation in local-level project
decisions is one of the most important determinants of success
of rural development activities.

As Missions are aware, the Administrator and the Congress
have directed that AID give more explicit attention in its
programs to human rights and the role of women in development.
Insofar as AID-supported programs actually promote and support
opportunities for the poor, and of poor women, to improve their
economic and social condition, they serve these objectives.
But t.he rhetoric and stated aims of an activity do not always
tell what is actually happening in its implementation: it is
important that we give close attention to social analysis and
to implementation so that design and execution actually assure
the objectives are met. As mentioned in the previous section,
in some cases governments can use otherwise desirable steps,
such as encouragement of seemingly participative institutions,
..:in ways quite incon,sistent with our human rights objectives.
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Clearly, AID does not have a solution to human rights problems
of the world~and we must watch out for sensitivities if we hope
to maintain a constructive relationship with the countries to
which USAIDs are accredited. But we share in a worldwide concern
that economic development not become a device or an excuse to
undermine human rights. There are, in fact, many opportunities
for AID to be helpful on human rights related matters. For
ex~mple, negotiations on one proposed irrigation loan last year
emphasized the need for adequate local law and policy to assure
the access of all citizens to project benefits. Similarly,
the decision-making and consultation aspects of "participation"
are q~ite relevant to our concerns about human rights. According
to responses to AIDTO CIRCA687,some governments and private
groups also .need and want help for activities intended to
as~ist the poor people to exercise and protect their rights.
These reports also indicate that if regional and international
activities, including conferences and studies, are not seen as .
attacks on particular governments, they may be one of the best
means for encouraging better human rights environments. within
the countries.

Tnere are thus two aspects of AID's human rights initiative:
better analysis, design, and follow-up on AID supported projects
and programs, in order to assure that their human rights impact
is beneficial, and support for activities that have a specific
human rights objective. Regarding the latter, the Administrator
has suggested that we give special attention to p'rograms
designed to help the poor to have effective access to the rights
and protections which are prOVided for them under law and under
development programs: sponsorship of studies and conferences
regarding human rights problems and their relationship to
development: and support for programs of international and
regional organizations that are concerned about human rights
and development.

The status and role of women is an important human rights
matter, and USAIDs have shown growing initiative and sensitivity
to this important development concern. But we have, for under
standable reasons, found it easier to develop projects that
specifically focus on women than to· take the more difficult

UNCLASSIFIED
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A. Rural Developme.nt

Increased small farmer production is a necessary condition for
broad-based rural development because of its importance in
increasing incomes and supplies of food and other crops, and
of its strong effect on other aspects of rural development
(such as growth in off-farm jobs). Also, changes in
technology or cropping pattern are generally a necessary (but not
sufficient) condition for increases in small-farmer production.
Recent comparative evaluations have shown that insufficient
attention to the actual profitability of proposed technologies
(cropping patterns) is among the most common

UNCLASSIFIED

III. Sectoral Issues

step of integrating our concerns about the role of women into
the planning and implementation of programs in rural
development, health and education. In particular, some
projects have not taken adequate account (in such ~reas as
agricultural extension or tpe structure of local institutions)
of the existing or potential role of women as decision
makers, communicators and implementers. To do so, requires
sophisticated and sensitive attention to·the opportunities
and constraints posed by ethnic, regional, class and

. leqalfactors. .
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causes of failure of rural development projects. However, rural
development is clearly much more than just small-farmer technologies
and production per~. Some specific high~priority rural develop
ment activities -- such as land reform, rural industry and agri
business (processing, marketing, etc.), and small farmer organizations
-- are discussed in the Appendix; the subsequent sections on health,
education and intermediate technology are also relevant to rural
development.

The obvious issue this raises is how countries and Missions working
with them can approach the problem of sorting out priorities, phasing,
and combinations of possible rural development interventions.
Resources of all kinds are too scarce to permit doing much more thiln
a small fraction of what is needed in any given geographic area, or
in the country as .a whole. Since there are such wide variations
among, and within, countries, our discussion must be limited to
questions rather than answers and to fatrly broad generalizations.
Analytic guidelines for design of rural development activities are
being prepared for distribution in draft to the field by June.

The term "integrated rural development" has become quite popular
recently, although it is used to mean a variety of different
things. The main analytic point underlying the concept of
"integration" is whether the system ·of factors affecting the rural
poor are integrated, in the sense that needed services/goods/incentives
jobs/etc. are available on a timely and efficient basis. It is not
necessary -- and generally proves to be impossible -- for all these
services/etc. to be provided under the same "integrated rural develop
ment project" (or "IRDP"). Rather, there should be an integrated
analysis ofrequi'rements, with scarce financial, manpower and other
project resources being allocated to the highest priorities (in
terms of direct effects and positive forward and backward linkages)
among those needs which are not being handled by the private sector or
other, non-integrated, institutions. Further, one important aspect
of integration could be the encouragement of private business,
cooperative, voluntary agency, or other activity to handle needs
that otherwise would have to be met directly by project activities.
(For example, the Bicol project in the Philippines has fairly
extensive plans to encourage private agribusinesS for some functions,
and co~ops for others, as well as to carry out a number of activities
directly.) As the recent literature on rural ~evelopment and the
experience of many AID officers clearly indicates, IROPs which try
to take on too many functions at once tend to do ~ather poorly.

IROPs are generally thought of as area-specific projects under
a single project authority. However, integration can occur at
various levels. For example, the "minimum package program" is a
central government program which provides an integrated package
(including seeds, other inputs, and sometimes even roads) in
various parts of Ethiopia. The "Provincial Development Assistance

______UNCLASS IFIEIL _
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Project" in the Philippines includes among its objectives integrated
planning - including rural roads, agriculture, etc. - at the province
level. And one of the most important functions of national-revel
authorities is integration of price and other policies, research,
supplies of imported inputs, and encouragement and supervision of
regional and local institutions.
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The best feasible "answers" to such questions for a given country
or potential AID project should come from an in':'depth analysis
of the particular situation. In principle, AID supports both
technical and capital assistance to the various types of integrated
projects or programs discussed above, as indicated by such analysis.
We also support technical assistance to governments in helping to
analyze policies, priorities, phasing and other such questions and
in helping to move from analysis to implementation. It should be
evident that we do not necessarily mean technical assistance for
complex mathematical models.-- although they may be helpful in
a number of situations -- since only sorne among the relevant
questions to be considered would lend themselves to sophisticated
mathematical treatment.

Similarly, it should not be assumed that area-specific projects are
"bottom-up" and participative in their approach and that national
programs are "top down", although this is often the case. Many
area-specific lROp's are.in fact highly directive. An(j while we
do not usually think of it in this way, government programs which
rely on price incentives and the market offer a good deal of scope
for participation -- in both the beneficiary and decision-making
senses-- by the individual small producer. Also, if a.participative
"bottom-up" approach is to become a general pattern of rural develop
ment in a given country, there will obviously be a need for technical
and financial support from central ministries.

Prospects and project design issues for area-specific IRDP's are
discussed in Section 8 of the Appendix.

B. Integrated Approach to Health, Population and Nutrition

Rapid population growth, malnutrition especially among children,
major environmental hazards such as contaminated water, and the
absence of effective, acceptable, accessible and affordable health/
nutrition/family planning (H/N/FP) services combine to contribute
considerably to the misery of the poor. Recent messages have
stressed our view that LDCs and donors are making headway in
developing a promising new approach to these related problems -
one that offers greater efficiency and impact by treating the
problems jointly. This "low cost integrated health, nutrition,
and family planning services" approach can payoff in at least
modest benefits for the poor even in hard to reach rurAl areas.
(See particularly A-230 of April, 1974). Secretary Kissinger
focused additional attention On this !pproach in his speech
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at the 7th Special Session of the UN General Assembly last September.
In addition, AID's authorizing legislation instructs the Agency
to give high priority to helping establish such integrateQ services.

The basic problem we face is to plan programs that will affect the
health and fertility of the poor majority while keeping program
costs affordable to the LDC, which must in the longer run bear the
bulk of those costs. The idea is to provide simple services with
a low per capita cost that the poor majority can use effectively
to improve their own health and limit fertility. The key to
success seems to be in motivating and involving the poor (individually
and in "participativ~~··colllInunityaction) in improving their own
health and reducing the birth rate; this approach is consistent
with, but broader than, the growing emphasis on prevention rather
than cure. There may be differing degrees of priprity assigned
to reaching various groups within the poor majority (such as
pre-school children and pregnant and lactating mothers in nutrition
a~d fertile-age couples in family planning), but for developmental,
humanitarian and practical political reasons, strategies in this
area must in the longer run take account of the needs of the poor
majority as a whole.

Integrated delivery of health, nutrition, and population services
through one organization is one means of affecting the health and
fertility of many. Integrated delivery of services -- whether
at the village, hospital or national leve1-- permits doubling
up the uses of one organizational system, hopefully saving time
(of staff and "consumers") and money. It may make family planning
generally more attractive by providing it along with other services.
It emphasizes to parents that their existing childrens' health
will be protected and so helps reduce the need they may feel for
"extra" cl:lildren to insure against the death of some. Also,
integration at the household level -- having a trusted neighbor,
particularly a woman, provide advice and services in both health and
family planning to others who know and respect her -- may ease the
way for parents to accept boeh kinds of services. We believe
that all countries should consider, as soon as feasible, providing
some minimum level of primary health care to the bulk of the poor
majority. Such care should be integrated -- in the sense of
including nutrition, family planning assistance. (As discussed
below, this does not mean that there should not ber other
nutrition and family planning activities as well.)

But integration of services means more than integrated delivery
of services through one organizational "infrastructure" or ministlry,
valuable though it is. It also means a broader concept of integration,
i.e., integrated planning and programming of all sign~ficantly

relevant development efforts to achieve the maximum impact on
health and fertility at lowest cost. This sort of integrated
planning should consider not only the organizationally integrated
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What we (and WHO and an increasing number of LDCs) are advocating
could significantly reduce costs per person reached. But moving
from covering a small percentage of the poor majority to covering
most of it will clearly cost more money.

services we have qiscussed but also other measures (under other
ministri~sor in the private sector) that may substantially affect
health and fertility.

This reemphasizes the need to
keep per capita costs within limits the LDC can afford in the
longer run (when aid funding for that program is no longer
available); to shift priorities within health bUdgets toward the
poor majority (which does not require the usually politically

impracticable step of actually cutting back on existing hospitals
or other pntensive health care facilities); and to mobilize local
resources to the extent possible. Local resources could be
mobilized through such means as use of local volunteers or
part-time paid workers, and steps to get the private sector

AIDTO CIRC A
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(including "traditional practitioners") to playa more active role
in reaching program objectives. Local taxation or payment for some
services also deserve consideration where sufficient government
financing for an adequate level of services is not feasible,
although taxation is likely to be difficult to implement and
payment for services raises difficult equity problems.

Wherever relevant, Missions should give priority attention to
collaborating with LOCs in developing or expanding integrated
H/N/FP services -- in either the "single infrastructure" or
broader planning senses. Although at least a dozen projects
underway have the purpose of establishing integrated delivery
of services through one infrastructure, the effort remains highly
experimental and the results uncertain; we need considerable
additional effort to determine what approaches work best under
different circumstances. Some of the more interesting examples
of projects, on which AIO/W can provide more information,are those
in Indonesia, Tanzania, El Salvador, and the DElOS project in
Thailand. Regarding integrated planning, the Agency has had very
little experience, but we are anxious to encourage innovative
efforts to move in this direction. .

Project possibilities relating to either definition of integration
(or both) can cover a broad range -- from teChnical assistance and
support simply for studies, through loan or grant projects also
covering such things as training of paramedics and pilot projects,
to large-scale financing to accelerate expansion and improvement of
major recipient programs. In the latter case (which could be
considered analagous to large-scale financing for expansion
of agricultural credit or irrigation programs), we would expect
project analysis to show how the recipient could in the longer
run finance ongoing operating costs. However, we would not
insist, a eriori, on exclusion of operating costs (salaries, etc.)
from AID-f~nancing, since we wish to avoid introducing biases in
favor of unnecessary buildings at the expense of useful staff
expansion.

To move toward integrated planning, we would welcome projects
designed to strengthen institutional capacity for planning,
evaluation, and operational research: We would also welcome
research projects that explore some of the effects of health,
family planning, and nutrition programs (and other development
programs) on health status, fertility, desired family size, and
the willingness to adopt new family planning services, eating
habits, modern medicine, etc. We do not mean to suggest that
further high-cost pilot projects covering small areas be set up
for this purpose, but we do wish to encourage innovative low-cost
pilot or operational programs, partiCUlarly those aimed at
increasing the demand for family planning services.
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C. Education and Human Resources

-- formal primary education, even with innovations and
changes in structure, cannot by itself meet the learning needs
of the poor majority, partiCUlarly in the poor LDCs,

-- progress in project development in non-formal education,
particularly of large-scale projects, has lagged behind that in
formal education, we should make particular efforts to overcome,
the problems which have impeded the pace of project development
in this area.

UNCLASSIFIED

-- formal primary (basic) education is important and,has
major benefits for the poor majority (e.g., in terms of literacy,
analytic skills, and broader societal, goals),

-- AID has a useful role to play in formal primary
education, particularly in supporting innovational approaches to
increased access, greater relevance to development needs, and
expansion into broader community education efforts (i.e.,
involvement of the formal system in non-formal education),

-- the distinction between "formal" and "non-formal" has
at times generated more heat than light, and is in any event a
bit fUZZY,' .but there is relativel.Y little disagreement about the
need to develop alternatives to ~ormal education, as currently
structured, whether these alternatives are "non-formal", "formal"
or "mixed",

AID/W general policy on funding of integrated projects of either kind
discussed here is proportionate sharing between population and health.
Application of this policy to either kind of integration will in
most cases require case by case review of how the grey area
between the two should be allocated.

AID'S legislat10n calls on us to develop programs in the education
and humanteso~rces development (!HRD) area, in both non-formal' f,].
and formal education, which are responsive 'to the priority learning ~
n~edsof the poor majority. As discussed in AIDTO-90 of February

'18, 1976, analysis of the key learning needs of the poor - '
majority and choice of ,priority groups for EHRD actiVities derive!
from analysis of the problems o~ the poor majority. M ss10ns shou d
find the'issues discussed in AIDTO-90 helpful in analysis of'
project selection and design; that airgram becomes a part of
Handbook 3 and of the AID/W program and project review process.

There has been active debate within the Agency about the .relative
merits of formal vs. non-formal education. Differences remain, but
a~ is emerging which recognizes that:
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Within the poor majority there are a number of priority groups
which the formal system, as presently structured, cannot reach.
The likely rate of expansion of formal primary education is
going to leave many school age children untouched for a long time
to come, and there are large numbers of adolescents and
adults who have the motivat10n to acquire knowledge and skills
related to improving their incomes and to other development
objectives. . .

Not all non-formal education is per se cost-effective or even
aimed at the poor mj1jority. But experience indicates that non-formal
(and other "alternative") education programs can be developed -
often at a relatively modest cost (in terms of demand for scarce

UNCLASSIFIED

In assistance to formal primary education we wish to give particular
emphasis to "R&D" kinds of activities which develop, for broad
scale use, alternatives to "linear" expansion of the formal system,
as it is currently structured. For example, suggestions from
various Bureaus for promising areas for further investigation,
inclUde varying the length of the basic part of the primary school
cycle; increasing or decreasing the length of the school year;
and provision of formal primary education for ap,olescents or
others who missed out when they were younger. There are also
useful opportunities for assistance to develOp innovations in
better analysis and management, improved teaching methods, and
more practical curricula. Rapid expansion of access to education
raises obvious problems of maintaining and improving quality, which
may be addressed through changes in teacher training or the use
of radio or other communications media.

Although we certainly do not rule out assistance at other levels
of formal education, where analysis shows them to be particularly
relevant to the needs of the poor majority (e.g., reorienting the
research and teaching program of an agriculture or health faculty
toward the needs of the poor majority), we do not .assume that
improvement at higher education levels will automatically "trickle
down" for the benefit of the poor majority. In most AID recipient
countries, not only is basic primary education the only type of
formal education which can be provided for the majority of the
poor in the foreseeable future, but (with some exceptions) it has
been underemphasized in relation to higher education levels.

Project development in the relatively new area of non-formal
education has understandably tended to lag behind that in formal
education. But there are several reasons -- in addition to
legislative direction -- why AID should be giving particular
emphasis to the development of non-formal and other education
activities which provide alternatives to formal education as currently
structured.

..OIT
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Separate non-formal education activities might involve support
for institutions which provide "back-stopping" and encouragement
for a range of non-formal education activities, nationally or in
a given area. The Basic Village Education project in Guatemala,
for example, started as a highly controlled experiment on the
relative effectiveness of different treatments using radio,
printed materials and monitors to change the knowledge, attitudes
and practices of illiterate ladinos and indians. It has become

UNCLASS!FIED

In the selection, design and evaluation of non-formal education
activities, it is important to consider the context of the broader
development purposes they serve. Non-formal education clearly
will not solve the problems, such as lack of a profitable
technology, that tend to hamper rural development projects (as the
extensive efforts at "social education" in donununity e2evelopment
p'rograms in India and elsewhere indicate). Similarly,
although it can make a significant contribution to improving job
related skills, it can do very little to increase the demand
for particular skills by employers. It can encourage and capitalize
on the motivation to acquire literacy or other development skills,
but if people do not perceive the skills being taught al fairly
important to them, the programs are likely to fail.'

Non-formal education activities can be incorporated in other .
development activities, (e.g. in agriculture, health and family
planning,) .or they can be conducted separately. Instructional
support and training staff can, for example, be incorporated in a
rural development project, to design and implement short term training
courses in irrigation techniques or managing cooperatives. The line
between agricultural extension activities and non-formal education
in agriculture is obviously hard to draw. We are more concerned
whether the communications and related non-formal education skills
are employed in rural development, as appropriate, than whether a
given activity is classified as non-formal education or as rural
development.

highly-skilled manpower or need for physical facilities)
specifically to address particular groups and particular sets of
learning needs of the poor majority. For instance, non-formal educa
tion programs can usefully be targetad specifically on the role of
women in the rural economy (in a given area).

Non-formal education can also assist directly and indirectly in
encouraging greater participation in agriculture, health and
family planning, and other programs.

We believe there is an important role for AID and other donors
to play in financing operational programs (as well as analyses
and pilot projects) in non-formal education, so that its ule and
knowledge of its prospects, problems and limitations can becmne
more widespread.
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a source of expertise in communication with the rural poor for
several ministries and will serve as a base for the new country-wide
non-formal rural adult education program. Other examples of fairly
successful broad-scale non-formal education are found in Tanzania,
Kenya, and Colombia. AID/W can provide information on these.
Institutions of this type could also provide funding (perhaps on
a matching basis) and technical assistance to encourage non-formal
education activities to be un~ertaken by local communities, voluntary
agencies, participatory organizations, or industrial firms.

Another promising innovation is the Community Education Center,
which provides facilities for both formal and non-formal education
programs, recreation and social activities, and community development
projects. The use of the facilities is maximized through close
coordination and, to the degree possible, integration of the
various programs. The core of the community education center is
a learning resources type of library which offers a wide range of
teaching/learning materials and services for different learning
objectives, methods, learning styles, age and experience levels,
etc. This innovation has been developed to a very high degree in
England and Wales. It is currently being adapted for use in Tanzania
and in Bolivia, where it shows promise for increasing relevance, broad
access, and low costs per user.

AID/W can also provide direct-hire or contract assistance to help
Missions develop preliminary ideas in developing non-formal and other
"alternative" education programs. Experience indicates that
Missions may have to take a fairly active lead in working with
non-formal education consultants, in order to help link the tools and
techniques they ·can provide to priority learning needs of major
Mission and host government programs.

As Missions are aware, Development Administration is included in
our authorization legislation under 'Section lOS, "Education and
Human Resources". Last year the Administrator's Advisory Council
endorsed recommendatio.ns of the AID Work Group on Management
Improvement and Development Administration that increased attention
be given to program design to improving local management capabilities
as an explicit dimension of sector development activities. More
generalized management training or other programs may also, in some
si.tuations, be of high priority in helping countries which wish to
shift toward greater emphasis in governm~nt programs toward the
problems of the poor majority. Assistance in this area might
consist of a Mandate-related general participant training project
(as several Missions already have) for those who can playa
particularly useful role in the country's response to its poor
majority, but whOse training does not fall within other Mission
proiects. Another possibility might be Mandate-related advisory
services to one or more government institution~, such as a planning
ministry. UNCLASSIFIED
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D. Appropriate Technology

Section 107 of the Foreign Assistance Bill states that AID
may use up to $20 million between FY 1976 and 78 to finance an
"expanded and coordinated private effort to promote the develop
ment and dissemination of intermediate technologies." Section 107
is aimed at stimulating U.S. private groups to interact with
LDC governments and private groups. However, Congress has also
made clear that it feels AID should give more attention to
intermediate technology in its regular programs.

As required' by the legislation, an Agency group is preparing a
"detailed proposal" for implementing Section 107 for submission
to the Congress by June 30. We are hence at an early stage of
planning for intermediate technology. At this juncture, we
can affirm the Agency's commitment to intermediate technology
as a direct complement to our efforts in rural development and
employment creation and strongly urge steps to incorporate
intermediate technology considerations into existing or proposed
projects, as appropriate, in rural development and other
sectors. As soon as the analysis has been completed and
decisions taken,we will provide operational guidelines for
priorities within this field. These guidelines will clarify,
inter alia, which types of projects are expected to be carried
out (ana-Iunded) primarily through private U.S. intermediaries
and which by Missions. In the interim, we urge Missions to
investigate needs and project possibilities in this area.

Some of the sophisticated technologies developed in the u.s.
also have application in developing countries and are, in
effect, "appropriate technologies" for particular tasks. For
example, under AID projects, satellite~ and computers have been
used to help plan agricultural programs which are carried'out-by
traditional or intermediate technologies. The Agency has a number
of relevant projects in the science and technology area, and
others, on which separate messages ~ill be sent, are under
development.

IV. Concluding Note:

We hope Missions have found this message to be operationally
applicable and to strike an appropriate balance between our desire
to take an open approach and the need to identify and address
program and project issues in a relatively rigorous manner. We would
welcome reactions (suggestions, criticisms, examples) from Missions - or from
government officials, non-government analysts, or other-donor staff with whom
you are working - on the issues raised here; these reactions should be
channeled through your Regional Bureaus.
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APPENDIX

Rural Development

1. Land Tenure

Our emphasis on the poor majority reinforces the conclusions
:eached in the 1970 Spring Review of Land Reform concerning the
1mpOrtance of tenurial reform, its consistency with long-run
rapid growth in agricultural output, and, unfortunaeely, the
political and other barriers which impede its implementation.
In a large number of recipient countrie& wit~ relatively unequal
land distribution and a low-productivity agricultural labor
force growing too rapidly to be absorbed in productive jobs
Outside agriculture, land reform may be one of the key steps
required if there are to be enough jobs for the rural poor.
In some countries or areas where there is a high degree of
insecure tenancy, even "scale-neutral" improved technologies
can lead to large-scale displacement of tenants. In other
countries, particularly Africa, traditional communal tenure
relationships in their present form may be incompat~ble with more
productive crop and livestock systems. Thus, although land reform
is far from a panacea, we wish to place renewed priority on
assistance in land reform and other improvements in land tenure.

Assistance could include technical assistance, training, research,
and funding of new or expanded programs in such areas as land
reform (and related) institutions and cadastral surveys. It
could also include funding required for land improvements on
"reformed" land, or for credit to the "new" cultivators. In
addition, 'under some circumstances, consideration could be
given to financing guarantee programs which would accelerate
the process of land acquisition and distribution. Because of
AID resource constraints, this would be relevant ,only where
there was a substantial "multiplier" between the aid input and
the value of the increase in land acquisition and distribution
that the aid input would allow. AID/W can provide interested
Missions with information on projects which indicate prospects
and problems of this type of assistance. Finally AID should
be prepared to support reforms of traditional communal tenure
systems which provide more adequate production incentives but
retain some of the equity advantages of communal ownership or
control. (This is not to imply that all traditional joint land
holding systems are equitable.)
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-- Concerns for the needs of small farmers should be built
into planning of research priorities and pr~grams, staffing,
etc.

iii·

···"~ .. ..J
'.:

P..& PAe&.

A3 opA1i

AIRGRAM
C ..".PtC"TIOM

UNCLASSIFIED

UNCLASSIFIED
-------CLASii'i"iC...Ti~-"--··-·----·--

DEPARTM ENT OF STATE

MO.

239

Although national and international investment in agricul
ture has increased markedly in the past decade, only a small
fraction of the small farmers in most LDCs have gained access
to technology sufficiently profitable to enable large increases
in incomes. Accelerating this process will require continued
rapid expansion of investment in agricultural research. The
development of international agricultural research efforts has
highlighted the need to enhance research capabilities at the
national level, particularly since it is becoming clear that
countries without a significant capacity to do research indi- ~
genous1y also lack the capacity to do the necessary adaptive
and "trouble shooting" work required to benefit from research
done elsewhere. Recent economic analyses in a wide range of
countries indicate. unusually high rates of return to agricul-
tural research. We intend to increase the level of our financial
and technical assistance for agricultural research activities.

2. Agricultural Research

There aie, of course, not separate research systems for big and
small farmers. But in many instances national research programs
have not given sufficient emphasis to the particular needs of
the farmer. Concern in agricultural research for small farmers,
and for the rural poor in general, would relate to factors such
as crops small farmers tend to concentrate on for staple foods
and cash crops; the effect of risk, poor water control, etc., ~
on choices among varieties and cropping practices; and labor
intensity in production and processing.

Assuring that small farmers benefit from improved technologies
appears to require a number of steps related to the research
process, including the following:

Donor support clearly cannot substitute for the political
will required to carry out land reform, and cannot turn a
"paper" or token program into something real. AID involvement
in such a "paper" reform effort may be less desirable than no
involvement at all. But in the right circumstances we may 'be
able to help governments accomplish something closer to the
maximum of what is politically feasible and can help strengthen
the hand of those urging stronger action arid a stronger
political commitment.

4,0-1-18A (a-52)
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Research should cover alternate crops and cropping
patterns, as well as alternate technologies for production of
given crops, as these can be very important in increasing small
farmer incomes.

There should be emphasis on farm level, as well as crop
level research. At the AID regional conferences on rural
development at CIAT and IRRI the point was strongly made that
field level research can help reduce the instances when seem
ingly profitable technologies are rejected by farmers. Sometimes
riskiness or socio-cultural problems are uncovered~ at other
times what is uncovered may be "bugs" (figuratively or literally)
in the recommended technology or f~rm practices.

To supplement crop and farm-level research per se, there
should be feedback from the small farmer to the research
institution. This should be done both through small-farmer
organizations, who can also serve as a. useful "constituency"
for research, and through s&nple surveys covering technical,
economic and other relevant factors.

-- There also need to be close "linkages" between research
institutions and the extension services and other major channels
of communication for new technologies. AID has had a good deal
of experience over the years with research or extension projects
with poor linkages which have resulted in less than
full-fledged promotion of promising research results or even in
substantial differences in recommendations between research
and extension organizations. (Nat.urally, the flow of informat.ion
should be two-way here as well.)

This list of factors related to the utility of research is,
of course, meant to complement rather than substitute for the
basic emphasis in research on agricultural and related sciences.

3. Cooperatives and Other Small Farmer Organizations

Cooperatives (and cooperative-like small farmer organizations)
are critical to the effort to reach small farmers and bring them
more fully into the national economy. They help to increase
economic incentives for small farmers by buying inputs and
selling production at more favorable prices than individual
small farmers could obtain~ they can also provide a stimulus
for mobilization of local resources, and contribute significantly
to increased political, social and economic participation in
development. Other, simpler, small farmer organizations, such as

UNCLASSIFIED
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The latter two problem areas have always received a good deal
of attention in AID cooperative projects, and should continue
to do so. Problem areas such as the first (which relate to
the fitb4:!tween small farmer organizations and their social and
economic environment rather than questions of internal organ
ization) have received less attention. It is important to
develop a better understanding of the impact of various interest
groups on small farmer programs, to consider whethe~ special
measures will be necessary to assure that the benefits of small
farmer programs actually reach small farmers, and to determine
which measures are likely to be effective and politically
feasible in any given circumstance. A few of the more obvious
possibilities are: reducing or eliminating subsidies (on e.g.,
credit) provided by the program (to reduce the large farmers'
incentive to try to control the program to qet these subsidies
for themselves); putting upper limits on levels of services
available to each farmer; restricting membership to a landholding
size which excludes the large farmer; improvements in organiza
tion, training, auditing, etc., to place more emphasis on small
farmers; and, in area-specific projects, using outside super
vision -- from a voluntary agency, a government ministry, the
national or regional headquarters of a coop, etc., as appropriate
-- to see to it that participation in decision making and
allocation of resources remains equitable. Each of these
measures has been successfully utilized under some circumstances.
On the other hand each has costs as well as benefits, which must
be evaluated in the context of the particular situation. For

UNCLASSIFIED

Past experience indicates that there are a number of problems
which must be faced in project design and selection if small
farmer organizations are to contribute fUlly to achieving the
dual goals of 4:!quity and efficiency., perhaps the most pervasive
problem affecting the equity goal has been the tendency for
larger farmers and local elites to dominate and control small
farmer organizations and their decisions. There have also been
operational problems of management, particularly at the local
level, and of finding the optimum balance between local control
and initiative and the efficiencies of regional and national
operations.

water users· associations or spontaneous farmer groupings can
also playa useful, although more limited role and may serve
as the starting point for cooperatives or other more complex
institutions.
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example, excluding larger farmers from a coop may deprive the
coop of management capability and of useful external linkages,
as well as reducing its buying/selling power.

We wish to encourage Missions to give increased or continuing
attention to support for development of cooperative and other
small farmer organizations, taking the above issues into account.
Section 111 of the Foreign Assistance Act states that "high
priority shall be given to increasing the use of funds made
available under this Act for assistance in the development ot
cooperatives in the less developed countries ..• ", and earmarks
$20 million for technical assistance to cooperatives in FY 1976
and FY 1977. These funds will be available to finance the
development of cooperatives in the LDCs, including the services
of u.S. cooperative contractors, whose analytical, design and
evaluation capabilities are being strengthened under a series
of AID Development Program Grants (DPGs). AID has also provided
the u.S. cooperatives with a secretariat, the Cooperative
Resource Committee, which should facilitate communications
between u.S. cooperatives and LDC cooperatives and government
agencies, and between cooperative contractors and Missions.
Additionally, AID, U.S. and LDC cooperatives, and representatives
of the academic community are meeting under the aegis of the
Agricultural Development Council to get a better picture of the

. role U.S. cooperatives can play in helping small farmers.
We expect this series of

meetings to result in intermittent papers concerning specific
aspects of the role and development of cooperatives, which will
hopefully be useful in ongoing Mission project selection and
design. In addition, a general paper will be produced, distilling
the results of this activity when it is completed, about a year
from now.

4. Landless Labor and the Rural Poorest
~

Donors and recipients have a good deal of difficulty in
finding cost-effective ways to reach small farmers; but we
clearly have much more to work from in the small farmer area,
in terms of technologies and experience, than we do in dealing
with landless labor, or more broadly, with what one might call
the "rural pQorest". (The "rural poorest" would also include
farmers with very little land, poor artisans,. etc.). In some
countries the absolute incomes as well as the relative income
share of the poorest quarter or so of the population have
declined over the past decade; this has occurred in spite of

UNCLASSIFIED
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A number of sections of this message are relevant to the need
for faster growth in jobs, including the sections on rural
industry and agribusiness, land reform, and intermediate
technology. The purpose of raising it here is to encourage
Missions to develop projects which both analyze the problems of
the landless and which in some significant mariner
address these problems. In addition to
project ideas mentioned in other sections, consideration might
be given to:

-- Making existing government programs more labor intensive.
In particular, where consideration is being given to rural public
works programs in areas where there are also other fairly large
scale infrastructure programs being carried out, it might make
S2nse to consider the economic, administrative ,and management

-- Finding out who the rural poorest are, what their major
problems are, what causes these problems, what current trends
in the prospects and problems of the rural poorest are, etc.
This can then serve as a basis for evaluation bf and mobilization
of support for specific programs;

UNCLASSIFIED

-- Rural public works programs. These programs, while:
promising in many circumstances, tend to raise serious design
problems. For example, evaluations have shown that roads or
irrigation projects tend to be located so as to benefit
primarily larger farmers, thus exacerbating income inequalities.
There have also been problems with corruption and technical and
other problems. Nevertheless, rural public works programs tend
to have substantial employment benefits and can potentially
be implemented to improve rather than worsen the relative
economic and political position of the poor. A paper covering
program design issues is being completed by a contractor
(Harvard Institute for International Development) and will be
pouched to Missions in the next few weeks;

sometimes significant growth in average per capita income.
The problem is, essentially, that new jobs are not being created
as fast as the population (labor force) is rising. In poorer
LDCs, and among the poorest within LDCs, this results not so much
in open unemployment (nor, usually, in having only part-time
work), but ~n low-productivity work, in apparently "inefficient"
work - and thus income - sharing practices, and in wages which
do not keep up with inflation.
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feasibility of making the existing programs more labor intensive,
as this could get around some of the major problems of rural
pUblic works programs~

Using PL 4BO,TitlesI and II, as direct or indirect
support for labor intensive development programs, (as well as
for improving the nutrition'of the lowest income groups).
Separate program and budget guidance on PL 480 Title I will
follow shortly.

-- There are also a number of implications for research,
policies and programs within the agriculture area. For example,
crop mix and farm technology patterns could be adjusted (through
research, extension and price incentives) to increase demand
for hireq labor. To take an extreme example, experiments are
going-on in the Philippines and elsewhere w~th a method of
irrigated rice cultivation in which fields are divided into
small plots, each at slightly different phases of the crop
cycle. Using very short-duration varieties,the net result is
a high and nearly continuous demand for labor and very high
cropping intensity and annual yield per acre, all with no
mechanization other than for irrigation. Intercropping and
changes in cropping patterns can yield much less spectacular,
but perhaps more widely applicable, increases in labor intensity.
Similarly, price and other policies relating to farm mechanization
could be reevaluated to take account of the cost to society
of the plight of the rural poorest; in some circumstances, not
only should direct and indirect subsidies on farm mechanization
be removed, but consideration should be given to taxes to
reflect the social cost of labor displacement. (This is not to
say that mechanization does not often add to the demand for
labor when it results in increased cropping intensity.) See
"The Impact of Agricultural Mechanization on Employment and
Food Production", TAB/AGR/ESP "Occasional Paper No.1" for an
excellent and balanced treatment of this sUbject.

il V
'1
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It is, unfortunately, much easier to launch labor intensive
programs than it is to have a sufficient impact so as to
improve the absolute (or preferably relative) position of the
bottom few deciles of the rural income distribution. As
discussed in the land reform section, redistribution of land
may be a necessary (although by no means sufficient) aspect
of improving their lot. Attention should also be given to the
health/family planning/nutrition and human resource development
needs of the landless; there are many steps in these areas which
do not depend on prior improvements in incomes (although prior
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One possibility for AID assistance (aside from assistance
related to improved access to profitable and appropriate
agricultural and non-agricultural technologies) is technical
assistance and training aimed at enhancing relevant insti
tutional capabilities. AID has had some successful experience
working in this area with rural credit unions and coops.

Considerable evidence suggests that savings capacity in
rural areas may be surprisingly high, and that under certain
circumstances savings mobilized in rural areas can finance a
large percentage of the investment needed in rural areas.
Once a profitable technology is available, it may be possible
to mobilize local resources rather rapidly, through pricing
policies which permit adequate returns to small producers and
incentives for savings, through tax and other policies which
assure an appropriate degree of program cost coverage, and through
mechanisms (institutional and non-institutional) which mobilize
and channel voluntary savings. The mobilization of rural
savings can be important not only in making additional resources
available for rural development, but in fostering patterns of
development which are participatory rather than paternalistic.

The mObilization of voluntary rural savings has been investigated
most thoroughly in conjunction with agricultural credit; some of
the evidence was summarized in the 1973 Spring Review of Small
Farmer Credit. The Working Group on the Rural Poor has
commissioned a paper on rural savings, which will be distributed
to Missions when completed. Researcn to date suggests that the
existence of profitable investment opportunities, accessible
savings institutions, security of savings, and positive real
rates of interest (i.e., rates of interest which are still
positive when the effect of inflation have been netted out)
are particularly critical.

improvements in incomes certainly increase the economic
returns to health and human resource programs.) "Integrated"
health programs can improve the welfare of the landless (as
well as others using rural primary health facilities), can
contribute to their ability to work and, in the case of
nutrition programs, can perhaps contribute to the mental
development of their children. Human resource programs
can help adults and children learn skills to be able to
compete better, in job markets or as farmers.

~'T
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Analysis may also lead to identification of steps toward
improvements in financial policies and the functioning of
financial markets. These steps often include removing
restrictions on "informal" financial markets which were
designed for the praiseworthy purpose of protecting the small
producer from exploitation by usurers. Unfortunately, t~ey tend
instead to reduce the total supply of credit available in rural
areas by decreasing competition among money lenders and other
"informal" lenders, and thus result in the small producers'
getting less credit and paying more for it.

6. Rural Industry and Agribusiness

Subsection (c) of the Food and Nutrition Section of the
Foreign Assistance Act (Section 103) specifies that AID assistance
support activities designed to increase the productivity and
incomes of the rural poor through (among other things) "stim
ulation of small labor-intensive enterprises in rural towns".
AID also has an interest in encouraging development of the role
of agribusiness enterprises in developing countries and in
bringing the resources and expertise of U.S. agribusiness to
bear on LDC problems. (We are using the word "agribusiness"
here to refer to all business activities connected with pre-
and post-harvest aspects of agriculture, and not just acti-
vities of large-scale or multi-national firms.) Rural industries
and agribusiness are important in providing agricultural inputs
and a market for agricultural products, in providing employment
opportunities (particularly for the landless and for farmers
whose holdings are too small to furnish an adequate income),
and in supplying goods and services to meet the demand generated
by rising farm incomes. U.S. agribusiness could also play 'a
useful role in facilitating access to export markets for
specialty crops, which could be an important source of income
and increases in demand for labor for some small farmers.

There are a number of points to be analyzed in design of
activities to assist rural industries and U.S. and host-country
agribusiness enterprises. These include, for example, labor
intensity (of the industry and of its inputs); location
(with decentralization to rural area towns to be preferred):
distribution of ·benefits (with the goal of at least not hurting
the relative position of the poor majority); ~ffects on the price
and availability of inputs; and political factors (such as
whether a processing plant is likely to lead to more incomes
and political power to small farmers, or whether on the other
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The two papers forwarded with AIDCIRC A-183 of March 28, F'5,
("Working Group on the Rural Poor - Papers on Regional Planning") .
suggest that the development of an "integrated spatial system"
may make a major contribution to efficient and equitable
regional growth I \\'hen combined wi.th development of agr lC\J,ll:u:rtd

UNCLASSIFIED

7. Spatial Planning

A related area which has been receiving increasing attention
in the development literature recently is the so-called "informal
sector", which can loosely be defined as family or other very
small establishments involved in producing a wide range of
goods and services, (such as cottage industry, repair of simple
equipment, production of simple consumer goods, or tailoring).
The "informal sector" employs a surprisingly large percentage
of non-farm labor, in smaller and market towns as well as in
big cities. Since we know relatively little yet about cost
effective programs to encourage the informal sector, or about
constraints on its growth imposed by demand and supply factors,
there is a need for analysis and experimentation. We do know
that many governments discriminate, often inadvertently, against
the informal sector, through such things as access to credit or
foreign exchange, and licensing and other regulations designed
to supervise or assist "formal" small scale or larger firms.
Studies of the potential of the informal sector and of con
straints it faces could be quite helpful in identifying areas
in which these constraints can be relaxed. These subjects are
discussed, in an operational context, in reports of the IL0
employment missions to Kenya and the Philippines; AID!W can
provide copies of these reports to interested,Missions which
have not seen them. AID!W can also provide consultants to help
Missions and host governments evaluate possibilities for
stimulating employment in this area.

AID's experience with assistance to rural industry an~ agri
business has been extremely limited in most countries in recent
years. There may be cases in which it would be appropriate
to support technical assistance or "seed" capital for inter
mediate credit institutions, and technical assistance to strengthen
rural industry extension efforts to promote the development of
rural financial markets. In addition, technical assistance to
individual rural industries may be a particularly appropriate
area for involvement by private and voluntary organizations,
particularly as a pilot for larger-scale government activities.

hand, the processing firm is likely to abuse a position as
the sole purchaser of the farmer" s crop).

NIT
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and non-agricultural production and the mobilization of the
population to take advantage of development opportunities.
The "spatial system" refers to the location of physical
"infrastructure" (such as roads, storage facilities, and matket
towns) and the interaction of that infrastructure with the
overall (rural) development process. The two papers note that
the absence of adequately developed linkages between villages
and local market towns, and between local market towns and
larger towns, cities, etc., slows the integration of rural
areas into the national economy; it also can act as a con
straint affecting the achievement of a number of goals, including
increased agricultural productivity; generation of off-farm
rural employment; effective coordination of sectoral programs at
the local level; and the reduction of regional and rural-urban
inequalities. Experience suggests that conscious planning and
guidance of location decisions can result in useful and feasible
improvements on the pattern of regional development that emerges
"spontaneously" from the interplay of geographical, economic,
and political forces.

There are a number of difficult analytic issues to be considered
in designing projects in spatial planning. One key issue relates
to phasing of activities and choice of where to concentrate
scarce manpower and financial resources. Returns to such
spatially-related investments as warehouses, financial insti
tutions, or rural roads quite obviously depend in part on the
increase in output likely to take place. For example, where
rapid increases in agricultural output are beginning to take
place, but are being slowed by the absence of such facilities
as warehouses, central markets, rural financial institutions,
or farm to market roads, then investment in such facilities
( to complement rather than compete with investments by the
private sector) can have an extremely high payoff .

•
On the other hand, market towns cannot be expected to compensate
Ear, e.g., the lack of profitable agricultural technologies or
highly unequal land-holdings. Investment in market towns -
particularly in amenities such as water supply and paved roads
in unfavorable technology or land-holding situations could in
some circumstances merely exacerbate inequalities in living
sl?:\ndards without much income improvement for the rural poor.

Gjven such unfavorable circumstances, however, there are usually
;;('me steps which can be taken which can assist in the service
role which market towns play for surrounding rural areas.
These might, at a minimum, involve changes in government

UNCLASSIFIED
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8. Area-Specific Integrated Rural Dev,elopment Projects (IRDPs)

As discussed in Section IlIA, it should not be assumed that
area-specific IRDPs are the preferred approach to rural develop-
ment. In addition, experience with area-specific lROPs raises t~
a number of issues which should be taken account of in project ,.,
identification and design, including cost per person.assisted,
administrative "overload" from taking on too much at once;
drain on limited supply of skilled project leadership; feasibility
and replicability of obtaining and keeping effective Qontrol
over programs and people normally under control of "line"

regulations and, servic.es and, depending on the situation, might
also involve investment in particular areas which have been
bottlenecks to the adoption of available new technologies,
such as farm-t07m~rke,t, r()ads. A closely rel~ted i~sue: to be
considered is the balance between inter- and. intra-.z::egional
equity and output considerations in determining budget and
manpower: allocati,onsamong fast-growing areas, ,sl()W-qrowing
ar~aswith higJ'lpotential, and very poor"slow~growingareas
with low potential. .

Such issues can be analyzed most fruitfully by taking Bpatial
organization conside~ations more fully into account in planning
regional activities and area-specific integrated rural .
development projects. ~ID might also assist regional and
national institutions involved in regional planning (working
with them not just On such. questions as market towns but on such

things as pattic.ipative institutions and the need for "feedback"
as well). In. addition, we can provide financing for infra
structure investments relating to market towns and farm-to-market
roads (preferably using labor-intensive technologie,s) that
analysis indicates can help improve incomes of the rural poor.
AID/W can provide.consultants to Missions interested in giving
detailed consideration to possibilities and issues in these areas.

AID efforts to make greater UBe of remote ,Bensing and high
resolution aerial photography technologies for development
problems are also relevant to our interests in spatial planning.
These technologies offer new opportunities for more compre
hensive and rapid data gathering and 'analysis, not only of the
key resource factors: soil, ground and surface water, but of the
appropriate positioning of population centers, new towns and
key infrastructure facilities.
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'AIRSRAM
CONTINU ATION



~~& ~A.&.

A13 O~ A13

AIRGRAM

SISCO

C'"....~IC.TION

UNCLASSIFIED

UNCLASSIF.IED
CLA"]SI"CA"OM

DEPARTMENT OF STATE

-- An IROP area could account for a relatively large
percentage of the poor in that country; so that broader
significance beyond the project itself need not be a
major concern.

However, there are a number of circumstances wher3 their use
may be indicated:

-- IRDPs may provide a vehicle for developing and testing
models, for adaptation and broader use elsewhere. This implies
attention to choice of a relatively "typical" area, to cost,
evaluation, etc., not found in many purported "pilot" projects.
Demonstrating the feasibility of a replicable model which effec
tively assists the poor majority can possibly also help to
build bureaucratic and political support for more emphasis
on the poor majority in national rural development stEategies.

-- IROPs might be part of a national pattern of such
projects, with strong central government support, in which
costs are kept to nationally affordable levels.

-- IROPs could have fairly low opportunity costs. This
could arise where a PVO is willing to provide support for an
area - specific IRDP which would not be available for other
purposes; or where insufficient concern at the national level
rules out meaningful alternative ways to assist the poor
majority (and where there are not higher priority uses of the
AID funds).

INFO COPIES TO:

Amman
Beirut
Cairo
Damascus
Lisbon
London
OECD Paris
Rome
Taipei
Tel Aviv

ministries; exacerbation of geographic disparities; and sus
tainability after donor financing and technical assistance is

ended.
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1. The purpose of this message is to transmit (1) guidance on increasing
the developmental impact of PL 480 Title I 'programs and (2) instructions
for preparation of the Title I proposals which are to be submitted as
annexes to the FY 1978 Annual Budget Submission (ABS) (see Ref. A). If
it proves impossible to gather and analyze required information in time for
the budget submission on June 30, posts should provide a brief explanation
of their plans and should plan to transmit the required proposal for
receipt ~n AID/W not later than August 15.
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AID/WASHINGTON
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PL 480 Title I as a Development Resource--General Guidance
and Instructions for Preparing FY 1978 Title I Proposals

A, AIDTO CIRC A-20l, Annual Budget Submission Guidance for
FY 1978

B. AIDTO CIRC A-239, Program Guidance for FY 1978
C. State 11867, AAC Decisions on Title I as a Development

Resource
D. AIDTO CIRC A-286. Revised DAP Guidance

TO -

r-!?OM _

SUI3JI:Cl -

SUMMARY

2, Part I conveys guidance. This guidance supersedes in part the
gu.idance naY in Handbook 4, Chapter 7 (Ron-Project Assistance-PL 480
Title I Program) which will be revised to incorporate it. Section A
sets forth as background some general tho~ghts on the means by which

Note: This airgram repeats a cable fram the Administrator toA.I.D.
Diyectors and Representatives on this subject and encloses copies of the
paper and the Minutes of the May 5, 1976.meeting of the Development
Coordination Committee.
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2. In countries with a demonstrated need for food aid, beyond normal
commercial imports, there are a number of means by which Title I food
aid can Qe used effectively to contribute to economic development; these
are not mutually exclusive. Among them:

5. Part II gives specific instructions for submission of Title I
proposals for FY 1978.

IA. BACKGROUND

UNCLASSIFIED
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(a) As foreign exchange support, if the PL 480 commodities are to
supplement normal commercial imports (with assurance that usual marketing
requirements are fulfilled) and if the foreign exchange saved by the
transaction .is used for developmental purposes. Such a use is particu
larly appropriate for recipients with regularly recurring food import needs.

(b) As support for the development objectives of the budget through the
use of generated lQcal currency revenues for development purposes.

1. Over the past several years it has become increasingly apparent
that food will have a central role in the future development of the
international economy. If present trends in population growth and
distribution of food production continue, many less developed countries
will confront widespread hunger and malnutrition and ever more difficult
balance of payments problems. The United States is committed to helping
LDC's to achieve and maintain a better balance between food production
and population growth and to mitigating, at the least, the disincentive
effects of f09d aid, or, preferably, enhancing the incentive effect on
agriculture production and general economic development. In order to
increase the possibility of success we must ensure that food aid prosrams
work in tandem with our dollar assistance and with the development efforts
of reCipients.

3. Section I B summarizes the analytical and procedural steps that have
been approved by the Development Coordination Committee to integrate the
planning and programing of A.I.D. dollar resources and PL 480 Title I
food commodities. Included is a description of the procedures to be
followed to gain access on a priority basis to the "core" program.

food aid can be used effectively to contribute to economic development
and describes the context of these instructions.

AIDTO CIRC A

4. Section I C poses a series of questions to provide guidance for an
analytical approach to and multi-year planning for the uses of Title I
food aid. These should be addressed in a DAP revision, or pending such
a revision,·in an abbreviated DAP substitute to be submitted with the
Title I Proposal, or budget request.

POST
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(c) AI3 part of.a larger package of financia1.and technical assistance,
from the U.S. and other donors, to provide bargaining leverage for
desired policy changes.

(d) AI3 food, when countries lack sufficient resources to buycommarcia11y
to fill the gap when demand for food is riding relatively, rapidly, due to
populationincre~sesand income growth, while ,domestic food supply is
rising more sloWly; als0 t in such a situation to dampen the potential
inflation in domestic food prices.

(e) AI3 food distributed directly to lower in~omepeop1e, not only to
improve their nutritional status and therefore their ability to do
productive work but also through creation of jobs in the public sector
or other programs to reduce the proportion of their incomes required for
food purchases, to increas~ their purchasing power for non-food coumodities.

(f) As food, to build country stocks to stabilize prices and hedge
against future, possibly cyclical, production shortfalls.

3. Amendments to PL 480 enacted in the International Development and
Food Assistance Act of 1975, PL 94-161, require that greater emphasis
be placed on the deve10p.ent uses of food aid and that, in allocating
Title I commodities, the efforts of recipients to increase domestic
agricultural production, especially through small farm agriculture, to
improve distribution of food commodities and to reduce their rate of
population growth must be taken into consideration.

4. The Development Coordination C01IlII1ittee met on May 5, 1976 to
consider initial A.I.D. proposals for complying with the new statutory
requirements. These included: (1) changes in the PL 480 programing -and
budgeting procedur~s, for all countries, to incorporate rigorous
analysis of the ro~e of food aid in each country's development objectives
and strategy; and (2) establishment of a n core program" procedure whereby
U.S. missions could establish a priority claim against a core quantity
of PL 480 commodities for those countries that have formulated plans
to use food aid as an integral part of the development planDing,
particularly in the agriculture sector.

These proposals were endorsed and I have approved a paper rec~rding them.
Each post will therefore now be expected to include an analysis of the
development role of food aid in its DAP, to justify its annual budget
proposal for Title I in a Title I proposal to be submitted with the
Annual Budget Submission, and, if it wishes the recipient to be considered
for inclusion in the core program (describe9 below), to submit supplementary
justification as needed in a program paper which indicates:

(a) The additional development effort the post will seek innegotlation
with the recipient government in return for greater assurance of receipt



(b) the advantages the post perceives in early negotiation and planning
of a Title I program.

4 01' 10
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linked to the budget
and j oint planning and

Title I program will remain
supply-demand analyses and
Additional development
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While the specific request for food aid will be
year, it should be based on multi-year analysis
should relate Title I inputs to sector goals.

UHClMiMiW1.

All previous requirements for approval of a
in effect; that is, balance of payments and
usual marketing requirement considerations.
analysis requirements will be as follows:

I.B. PLANNING AND PROGRAMING PROCEDURES

1. In the long run the PL 480 program in each country receiving A.I.D.
economic assistance should be based on the 8ame rigorous planning that
underpins dollar funded A. LD. activities. Missions planning Title 1
programs should prepare or revise their Development Assistance Program
(DAP) within the next year or so to devote appropriate attention to
food aid and its potential development impact in the context of a sector
assessment: 'or Pi 1978, and for posts without A. LD. missions or
approved DAP.' s this step will be combined with step 2•.

2. In addition to the broader DAP analysis discussed above which will
serve as the fundamental basis for determining those Title I programs
that have considerable potential for contributing to development in
the recipient country, each mission or post proposing Title 1 assistance
for the coming budget year will submit a specific Title I proposal to
support the levels and types of commodities proposed in the Annual
Budget Submission (see Part II below). If an assured supply of a certain
level and an early shipment schedule will contribute to the achievement
of objectives, a request for access to the core supply of c01lllllOdities
should be justified in the Title I proposal.

5, Following these initial moves to enhance the develop~ent impact of
PI. 480 Title I, further approaches will be considered and further measutes
will be taken. The Interagency Staff Committee (ISC) will give increased
weight to development issues in decisions on allocation of available
commodities. Proposals for implementation of the amendments to Section 206(b)
of PL 480 (the loan forgiveness provision) will be reviewed by the SOG
June 3 in anticipation of interagency conaideration. USAID adV'ice on
future moves is welcome.

The Office of Food for Peace, PPC and the Regional Bureaus wlllhave
the initial responsibility for applying the project review system to
rigorous review of future development justifications for Title I.

of certain amounts of Title I commodities and early shipment of these
commodities, and
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In posts with an A.I.D. mission, responsibility for preparation of
Title I proposals should rest primarily with the USAID supported by the
agricultural attache and other members of the country te&m. Posts
without A.I.D. missions will rely on appropriate embassy officers and
may submit their requests by telegram or airgram.

3. On October 1 A.l.D. will transmit its budget submissioll for all
programs to OMB requesting approval' of dollar and PL 480 program levels
for the budget year.

4. Between October and January State/AID will prepare to justify those
programs that will have access to a telativdy assured "core" supply of
commodities.

(a) The core program is a system to permit advance preliminary approval
of a priority designation in the allocation ofPL 480 Title I for
countries that can demonstrate a significant link between the PL 480
resource and development. Countries with access to the core allocation
of commodities will have greater assurances than in the past of the
amount and timing of shipments. No binding commitments Will be entered
into until after the availability of each commodity has been established
by the Secretary of Agriculture.

(b) Countries which do not request or are not approved for inclusion
in the core program may request Title I programs as in previous years,
but will compete for available resources on a lower priority basis and
will therefore not have advance assurance of amounts which may reasonably
be expected, or assurance of early shipment. In some cases, only a portio
of a country's total Title I request may be included in the core, but the
country could compete for additional resources on a lower priority basis.

(c) Countr~es whose programs are primarily justified on foreign policy
grounds will not be included in the core program. However, we believe it
would be desirable to start a dialogue with these recipients on the food
aid/development relationship and to imbue these programs with as much
development content as possible. In cases where a portion of the program
can be justified on development grounds, posts may request inclusion of
that portion in the core.

5. In February State/AID will proposeprioritl allocation to the
Inter-Agency Staff Committee, based on Washington review of post
submissions and assessment of the feasible level of ea~ly commitments
that are fully justified. For most medium to large-size programs
priority status will not necessarily be accorded to the total program.

6. The Inter-Agencl Staff Committee will reach agreement on the
magnitude of the core and the coUntries which are to be given priority
access to the commodity supplies.

............. , .. tal
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(3) Constraints on the expansion of agricultural production, storage
and distribution systems.

(2) Pricing and production policies for agricultural goods, particularly
grains.

UNCLM.SIFIED

IC. GUIDANCE ON INCORPORATION OF PL 480 ANALYSIS IN THE AGRICULTURE
ASSESSMENT OF THE DAP.

12. Depending on supply and price factors agreements and shipments for
non-core countries or for non-core portions of other country programs
may proceed simultaneously or follow at a later stage throughout the
remainder of the fiscal year.

10. Following U.S. crop reports in late summer and early autumn, individual
posts will be instructed to negotiate sales agreements covering at least
the priority co~onent of planned prograas.

(a) Data on the Agriculture Sector.

(1) Past and projected levels of food production, consumption, Unports,
and year.end storage levels.

8. From about February onward, p.osts which have been granted provisional
priority will proceed to joint discussion with recipient governments on
the PL 480 program and related develop!ent comm1t~nts.

DAP'smust devote appropriate attention to Title I food aid and its
potential development impact. Title II food aid, though not the subject
of this messag.e, should receive the same attention. Most USAID missions
have not covered food aid analytically in DAP's co~leted to date.
Revisions are therefore required (see Ref. D).

11. Delivery of core commodities will follow promptly during the first
quarter of the (new) fiscal year or as required to meet recipient needs.

7. A. I.D~will transmit its Congressional PI'eSentation in February;
it will contain an illustrative allocation of commodities to all
countries within the approved budget.

AIDTO eIRC A

9. In August or September these posts will update estimates of cOllllllOdity
availabilities and requirements as necessary and report on the results of
discussions with recipients in T~tle I proSI'aa papers. The eJogr.. a_pel'S
will serve as the basis for developing the Title I sales agreement. For
tho'se countries not included in the· "core" the Program Paper will p·resent
usual marketing and other data similar to those required under the present
system. For countries participating in the "core" the Program Paper will
update data presented in the Title I Proposal.
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(4) Review of food requirements to alter the diets and improve the
nutritional status of the people, particularly the poor.

(5) Analysis of relationship of projected food production increases
to the estimated grCJWth in demand.

(b) Review of Past Impact of Food Aid.

(1) The general macro-economic impact from the resource transfer;
developmental use of foreign exchange savingand/or local currency
generations.

(2) The percentage share of domestic production and consumption of each
U.S.-provided food aid commodity over the past e to 10 years.

(3) Its impact on real prices of domestically produced food aid
commodities and their substitutes, and on other producer incentives
to domestic production of these commodities.

(4) Its impact on nutrition; its distribution to the poor and other
nutritionally vulnerable groups.

(5) Other impact, e.g. on policy.

(c) Proposed Uses of Future Food Aid.

(1) Assessment of the prospects for improvement over the next several
years, in policy, production, building and storage of working stocks,
distribution, nutrition, or other 'matters.

(2) The specific role to be played by PL 480 in contributing to these
improvements; discussion of alternative strategies if appropriate.

(3) The manner in which major sector goals supported by A.I.D. dollar
resources will be significantly assisted through the integrated use of
PL 480 resources.

(d) A range of planning levels for the next several years with identifica
tion of 'Objectives to be addressed at each level and of commodities
proposed.

(e) Assessment of the political will, and ability, of the recipient to
carry out needed policy changes and support development programs in food
production and population control. Measures of commitment to agricultural
and rural development include:

(1) Adoption of a clear set of priorities for agricultural developmant
with a time-phased plan for the development effort, an indication of

.., ........ 1"011



(6) Measures to increase incomes through expanded employment.

B. The Title I Proposal.
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II. INSTRUCTIONS lOR FY 1978 B~ET aEqUEST.

For FY 1978 this proposal is to be submitted as attachment 6 of the ABS
and accompanied by the DAP substitute described in Paragraph IIA above
(or a reference to the DAP if that document contains such an analysis). It

A. .PAl Substitute.

It is clear that USAID's will not be able to undertake a broad analysis
of the impact of food aid before submitting Title I budget proposals
this summer. Other posts do not prepare development plann~ documents
(DAP's). However. fully justified. well thought out proposals are
essential if A.I.D. and other members of the ISC are to make judgments
Oft the potential development impact of a Title I program end to assign
priority. to budget requests. Therefore. to the exte~t pos8ible within
the constraints of time. posts should submit as part of the !IS a
discussion of the issues raised in Paragraph IC above which relate to
their Title I request.

AIDTO CIRC A

financial and other resource allocations to be committed. and production
goals;

(f) The extent to which early assurance that Title I commoditiea, will
be available on a planned basis during the fiscal year will (acilitate
political and economic commitments.

(5) The extent to which rural development programs are tuned to the
special problems of the small farmer. e.g. research on crops that small
farmers grow. credit. extension programs. etc.

(4) A commitment to rapid expansion of rural education. organization
of rural people for effective decision-making. administration of
programs and mobilization of institutions and manpower for servicing
agriculture;

(3) A commitment to adequate farm gate prices accompanied by provision
of key agricultural inputs at prices that permit Bufficient incentive
to farmers using appropriate technology;

(2) Substantial investment in rural infrastructure--roads. irrigation.
electrification--to promote production and participation in the rural
sector and to make rural areas suffiCiently attractive to personnel to
staff the necessary local development institutions;

.., ("'.1
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1s due in AID/Washington June 30, 1976. Because of the lateness of this
instruction, however, posts may delay submtssion to August 15. The Title 1
proposal is required to support the specific budget requests for commodities
for FY1978 and inclusion in the core progr-.. It should include:

(1) A description of the need for the cOllllllOdity credit, treatiq the
potential recipient's balance of payment position, the projected supply
and demand for requested and,similar food commodities, usual marketing
data. '

(2) A description of the development program to whiCh the commodity
resource will be aPplied, e.g.;,

<a> A program in whiehthe foreign exchange llIaVings or the local currency
generations will conttibute to budgetary support of particularly useful
development activities.

(b) A program in which the recipient w~ll use Title I food to help
develop·working stocks to stabilize or increase"prices paid to farmers.

(c) A program in which food aid will help the recipient avert some
of the risk associated with an important Change in policy or programs
designed to affect the food production/consumption balance.

(d) A program in which the Title I commodity itself will have the primary
development impact, as in a nutrition program.

(3) A description of the likely distribution of benefits from the specific
program being proposed; analysis of the prospects that the food aid
program will reach those most in need: That is, those who would benefit
from acquisition of the food commodity, from policy changes induced by
or programs funded by the proceeds from sale of commodity.

(4) An estimate of the recipient's interest in an ability to carry out
the proposed program.

(5) The plan for evaluating the impact of the proposed program.

(6) A description of the budget year commodities propQsed, when, they
should be delivered and whether or not early assurances of supply will
be important as the mission attempts to negotiate the program.

Approval of individual programs in the ISC will normally lead to,sales
agreements covering Romore than a l2-month period. However" the analysis
and joint U.S.-recipient country development strategy upon which the
program is based could cover a period of several yea1;'s. Subsequent annual
Title I sales agreements could be derived from the same basic multi-year
strategy•

..............Ul
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I also recognize that many Title I programs serve a variety of objectives
in addition to developmental, and that mis.ion leverage to use food aid
to obtain host government policy/action c~tments in support of
development may be reduced accordingly. HoWever thet'e will be few. 1£
any, countries where improved analysis. and planning of food aid cannot
increase the developmental impact. Kis8ions, should be aware that our
intention is to grant priority to those programs or portions of pr08r~
for which there is strong developmental justification. In the case'of
disaster or other urgent situations of course, the proposal stage will
be bypassed.

Attachments~

Ill. CONCLUSION.

Please send to: List G
excluding the following:

I recognize that the burden of enhancing the link between food aid and
development--both in terms of physical workload and creative iaapiration-
must fallon U.S. missions. I encourage you to make your best effort
and, after a littleexperienc:e with this neW process, to suggest modifica
tions based on the realities of the country situations in which you
work.
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Summary

Current assessments indicate that unless appropriate measures
are adopted, the grain deficit of the early 1960's in the
developing countries may more than triple by 1985 to upwards
of 85 million metric tons per year. The food deficit countries
will not have the increasing fOreign exchange to import such
quantities commercially on a substantial basis. The top
priority for these countries must be to increase food production
and to use food aid in support of a development strategy which
seeks a better balance between food production and population
growth (pp. 1-3).

II. The United States has a unique combination of extensive agri
culture productive capacity, expertise, and ongoing development
assistance and food aid programs for improving the integration
of food aid with development programs. Recent amendments to
Public Law 480 and the FAA give added impetus to this policy
(pp. 3-4). .

III. The United States must consider the role of PL 480 Title I
sales in the contexts of (a) the identification of a broad
development strategy, (b) the effect of that strategy on food
production in the developing countries and (c) the overall
longer term effects on the market for U.S. agricultural
exports (pp. 5-6).

IV. We must follow a more analytical approach to ensure that food
aid and development assistance programs work in tandem. The
Development Coordination Committee is asked to endorse the use
of the planning and budget procedure used for U.S. development
assistance to enhance the contribution of food aid to the
development efforts of its recipients (pp. 6-9).

The Development Coordination Committee is also asked to approve
a mechanism to reconcile the various PL 480 objectives. A.I.D.
recommends that the ISC designate a "core" quantity of PL 480
commodities that will constitute a preliminary assured supply.
In effect, this designation would establish a priority claim on
Title I resources that would permit U.S. missions to negotiate
speci fi c commitments by the reci pi ent for agri cultura1 and
other development programs (pp. 9-13).

VI. Five hypothetical examples of Title I country programs forwhith
access to a "core" might contribute to the successful negotiation
of development activities are set forth (pp. 14-16).
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I. THE WORLD FOOD CRISIS

Unless present trends are corrected, the world could face a major
food crisis which calls for basic chang~s in food assistance
po1i ci es • According to FAO proj ections prepared for the World
Food Conference the average annual grain deficit in developing
countries of 16 million metric tons in the base period 1969/71
could reach 85 million tons per annum by 1985. The projections
assume, for developing market economies, a population increase
of 2.7 percent per annum and growth in grain demand of 3.3 per
cent per annum.

The FAO also assumes an annual
rate of increase in grain producti on of 2.6 percent per year-
the average for 1960/61 to 1974/75. No allowance is made for
possible programs to alleviate malnutrition or changes in income
distribution which would increase demand by lower income groups.

At the average 1973/74 price of $200 per ton, imports of 85 million
tons would require an annual expenditure of some $17 billion. an
amount which is considerably higher than the total official develop
ment assistance flows from all Development Assistance Committee
donqrs in calendar year 1975.

The U.S. Department of Agriculture (USDA), starting with a base
period deficit of 20.5 million tons (1969/71) and estimating an
annual population growth rate of 2.4 percent. uses a range of
supply and demand conditions to project a grain deficit ranging
from 16 to 72 million tons by 1985. The lowest estimate of the
gap between LOC production and demand is derived from a very high
projected annual rate of growth in grain production (4.1 percent)
which assumes sharply increased inputs. The highest assumes high
income growth with trade barriers removed.

More recent projections by the International Food Policy Research
Institute (IFPRI) indicate that the shortfall in grains will be in
95 to 108 million ton range by 1985/86 depending on the rate of
economic growth. Like the FAO projections, these do not consider
the additional amounts that would be required to improve diets or
the increased demand implied by possible redistribution of income.
The projections are based on an annual population growth rate of
2.7 percent and growth in grain production of 2.5 percent a year
based on the production trend of 1960/74. but the IFPRI points out
that the growth in grain production during the last half of that
period has slowed to 1.7 percent.

The FAO and IFPRI projections are not significantly different when
they are adjusted for differences in source date; e.g. FAOdataon
rice are in terms of paddy, whereas IFPRI uses milled rice equiva
lents, roughly two-thirds of paddy weight. FAO has projected through
the calendar year 1985 whereas IFPRI projects through the crop-year
1985/86. For a comparison of projections, see Table I, page 2.



FAO. Assessment of the World Food Situation, Present and Future, United Nations
World Food Conference, Rome, November 1974,'E/cONP 56/3, pp. 87, 89, 91

IFPRI. Meeting Food Needs in the Developing World, International Food Policy
Research Institution (Washington, D.C.), Research Report No.1,
February 1976, pp. 2, 10, 12, 18, 42.
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41
Paddy--
(100)

Table I

108.3
94.5
72.9

Padd,!!J
(85) .

71.6
54.7
48.0
16.8

72.0

1/Expec;ted Deficit"'" . I
~l/ Grosd
-million metric tons~'

Ad~usted~.1
86.6 (7. 6) .
65.5
40.9

2.5
2.5
2.5

percent
3.1
2.8
2.7
4.1

2.6

Assumed Grain Production
Growth Rate

- 2 -

(Non-Communist) LDCs, 1985 and 1985/86

POTENTIAL CEREAL DEFICITS IN MARKET ECONOMY

a. Assumes annual population growth rate of 2.4%.
b. Assumes high income growth with trade barriers removed.
c. Assumes economic growth but high internal prices.
d. Assumes economic stagnation.
e. Assumes sharply increased inputs.
f. Assumes population growth rate of 2.7% (and income growth rate of 3.5% in USDA case).
g. Assumes high income growth (3.0%).
h. Assumes low income gro'Wth (1.7%).
1. Assumes 1969''''71 per capita income.

11 Includes rice on a milled basis.
21 Food deficit countries minus surplus countries
31 Food deficit countries only.
41 If rice were included on paddy rather than milled basis.
J./ Adjusted for comparability to FAD figure by (1) s'Witching to calendar year,

(2) excluding pulses in India, and (3) excluding Taiwan.

USDA (1985) a
Alt. II b
Alt. I c
Alt. III d
Alt. IV e

IFPRI (1985/86) f
Alt. l.g
Alt. 2 h
Alt. 3 i

FAO (1985) f
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Sources:
USDA. The World ~ood Situation and Prospects to 1985, USDA, ETS, FARaNo. 98,

December 1974, pp. 32-39.
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The projected food deficit will be highly concentrated in poor
countries with largepopulations--an estimated 40 percent will
be accounted fot by India, Pakistan, Bangladesh and Egypt-.;but
will be equally serio~s in smaller countries where the quantities
involved are not so vast. 'About half thettital deficit will be
in countries with annual per capita GNP of less than $200. Even
if exportable supplies can be produced in other parts of the world.
the food deficit countries are in no way likely to have the foreign
exchange to import such quantities commercially on a sustained

, basis.

These data argue that the top priority is fOr theprospect1ve food
deficit countries to increase food producticm. Pending sustained
increases in food production many poor developing countr'i es will
continue to need food aid. Food aid can, with intelligent planning.
playa major role in the development process by assuring supplies
while the underlying production strategyfs pursued. Such.planning
must ensure that food aid does not impede efforts to increase food
supplies by acting as a disincentive to local agricultural production.

THE U.S. tEADERSHIP ROtE

The United States, with its unique combination of extensive agri
culture productive capacity and expertise, humanitarian principles
and international outlook should take the lead in improving the
development aspects of its food aid, not only to enhance its own
development assistance programs but also as an example to other
food donor nations.

Secretary Kissinger in his address to the World Food Conference
in Rome stated that ••.

1I0ur minimum objective of the next quarter century
must be to more than double world food production
and to improve its quality. To meet this objective
the United States proposed to this Conference a com
prehensive program of urgent, cooperative world-wide
action on five fronts increasing the production of
food exporters. accelerating the production in deve
loping countries. improving means of food distribution
and financing. enhancing food quality; and ensuring
security against food emergencies. II
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SecretarY8utz. the leader of the American delegation to the World
Food Conference, promised an increased U.S. conmitment to"inter..
national food aid to assist food deficit countries while long-term
food production development goes forward.

The Congress has expressed interf!st in improving the food·aid
links to development in recent amendments to the Foreign Assistance
Act and PL 480.

Specifically regarding PL 480 Title I, amendments enacted in the
International Development and Food Assistance Act of 1975 are in
tended to reorient the priorities of the program to accord greater
emphasis to. self-help and to the develo,pmental uses of the proceeds
of the sales of the Title 1 food commodities. Added language more
explicitly spells out the self help efforts of recipient countries
that m~st be taken into consideration in allocating Title I commodities.

Section 103(a) of PL 480, the Agricultural Trade Develop
ment and Assistance Act of 1954, now reads: The President
shall "take into account efforts of friendly countries to
help themselves toward a greater degree of self-reliance,
including efforts to increase their own agricultural pro- I

duction. especially through small fann agriculture, to
improve their facilities for transportation, storage, and
distribution of food commodities. and to reduce their rate
of population growth."

Section l06(b) contains new language: (1)" ... In -negotiating
such agreements with recipient countries, the United States
shall emphasize the use of such proceeds for purposes which
directly improve the lives of the poorest of their people
and their capacity to participate in .the development of
their countries. (2) Greatest emphasis shall be placed
on the use of such proceeds to carry out programs of agri
cultural production, rural development, nutrition and
population planning••• 11 and (3) In entering into agree
ments •• ~lIpriority shall be given to countries which agree
to use the proceeds from the sale of the commodities in
accordance with" an agricultural development plan that meets
certain criteria. .
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THE LONGRUN DEVELOPMENT ROLE OF PL 480 TITLE I

In recognition of a possible chronic world food shortage, the
United States must consider the role and the interrelationship of
PL 480 Title I in the contexts of (a) the identification of a
broad development strategy, (b) the effect of that strategy on
food production in the developing countries. and (c) the overall
longer term effects on the market for U.S. agricultural exports.
Food aid can playa positive or negative role.

It is important to recognize that a successful policy for rapidly
expanding loc"l agricultural production for improving the welfare of
the low income peoples of the world is necessarily part of a broader
strategy that increases employment and the purchasing power of the
lower income people. However a shorter term dilemma is presented.
In most developing countries food production fluctuates substantially
from year to year. Further, the me~ns of increasing agricultural
production are substantial and complex and, initially, employment
and income-increasing programs plus population growth may possibly
ca~se growth in demand for food to exceed growth in supply.

The potentially constructive role of PL 480 is apparent in this
context. Not only may the proceeds of sales be lJsed to finance
programs to increase agricultural production but the commodities
contribute to providing that certainty of supply, in the, face of
lags in production and fluctuating weather, which is so essential
to confidence in accepting a strategy to raise incomes and create
a demand for e~panded local food production. For the longer run,
a range of devices may be pursued to increase production and improve
distribution in order to ensure the necessary food supplies. In the
short run the assured supply (llcore") mechanism set forth in this
paper is intended to provide the incentive and the basis for getting
on with the job.

It is also important to recognize the implications to long-term U.S.
commercial agricultural exports of a strategy that emphasizes domestic
food production in the developing countries in concert with programs
to increase the participation of the lower income people in economic
processes! In such a strategy demand for food is expected to increase
in human welfare. It is to be expected, however, that some countries
will find demand growing more rapidly than the supply of specific
commodities. At the same time their relatively greater success in the
non-food producing parts of the economy will provide purchasing power
for f1nancing commercial imports of these foods. It is such countries
which offer immense potentials for U.S. commercial exports, potentials
which will be much greater if they follow demand-expansionary policies
than if they do not.
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Specifically, Taiwan is regarded uniVersally as one of the great
success stories in agricultural development. Yet because of the
rapid concurrent increase in 'demand for grain and the limited
cultivable land on the island, Taiwan imports a very substantial
proportion of its total grain requirements. South Korea and Japan
can serve as other examples. It need hardly be stated how great
the trade implications are for U.S. exports if countries with
populations many times that of Taiwan. South Korea and Japan were
to follow the development strategies implicit in the above.

In the long run, of course, the goal of U.S. assistance is to help
the developing countries to supply themselves with a nutritionally
adequate diet•. If their tastes and purchasing power penmit, some
countries may choose to import foodstuffs on a commercial basis.
The Un1tedStates would be in a position to continue to compete in
thosemarlc.ets.

The PL 480 Title I program, properly defined, can playa significant
role in influencing countries towards strategy to increase local
incomes and production, thereby helping to meet the humanitarian
objectives of the Congressional mandate as well as the long-run
commercial objectives for the United States' agricultural sector.
Each country context will differ, of course, and in each our ability
to effect a specific linkage of food aid to development will depend
upon careful analysis, planning and consultation by therecfpient,
the U.S. mission and interested agencies in Washington. Food aid
plans must.be constructed to ensure that U.S. food aid does not
act as a disincentive to local agriculture production (e.g. by de
pressing prices paid to farmers) and that it is linked with other
development programs .to achieve needed additional policy changes
and commitment of resources by the recipient government.

COORDINATION OF PLANNING AND PROGRAMING OF PL 480 TITLE I AND
DEVELOPMENT AID

The Problem
1

The full potential impact of PL 480 Title I as ~ tool for development
has not been realized. Because it has not been6ur practice to base
Title I program decisions on analysis of the economic impact of the
food assistance, we have not fully understood whether that assistance
has had a positive or negative effect on the capacity of the recipient
to achieve a secure equilibrium between food production and population
growth.

.(....',...",.y....,..
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Proposed Planning and Budget Procedure
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The system used for programming A.I.D. dollar resources could readily be
adapted to bring closer together the planning and programming for food
aid and development assistance. With the advice and guidance of other
interested members of the Interagency Staff Committee (ISe), A.I.D. is
prepared to take the lead in developing and carrying out proposals for
enhancing the development impact of Title I food ai9. The general pro
cedure would be as follows:

1. U.S. missions would be instructed to devote appropriate attention
to food aid (both Title I and litle II) and its potential develop
ment impact in preparing or revising the development assistance
plan for the country. An A.I.D. mission customarily analyses the
developmeptsituation of the country, defines the objectives of
U.S. assistance and proposes an assistance strategy in a multi- .
year progranf-planning document. the Development Assistance Program.
or DAP. Although the analytical section referring to agriculture
and food production in some cases now addresses food aid considera
tions.more rigorous analysis of the impact of food aid on develop
ment. including possible disincentives to agricultural production
will be required. It should include at least the following:

the historic. current and projected data dn production. con
sumption, imports, end-year stocks;

the constraints to improvement in food production, storage
and distribution, alternative strategies to address these,
and a range of planning levels;

a detailed and specific review of recent experience with the
effectiveness of the food aid program, with particular
reference to policy constraints and the impact of the pro
gram on domestic production. including any disincentive effect,
as well as its effect on the balance of payments;

justification of the purpose of food aid programs, with ref
erence to the broader economic role which food aid can have,
such as its role in providing foreign exchange support, budget
support, or in dampening inflation;

assessment of the political will, and ability of the recipient,
to carry out needed policy changes and support development
programs, in food production and population;

the extent to which political and economic commitments will be
enhanced by early assurance that Title I food commodities will
be available during the first part of the fiscal year;

analysis of the prospects that the food aid program will reach
those most in need: that is, those who would benefit from
acquisition of the food commodity, from policy changes, or from
programs funded by the proceeds from sale of the commodity.

Field instructions will include detailed instructions on the
analysis required.
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-- A Title I Proposal derived from the DAP strategy, ani
including a multi-year projection of foc;>d aid needs,
would be forwarded. to washington. as an integroal part of
A.I.D. 's annual bUdget request f'.ran the field.

- The :Proposal would rreke a specific request for
budget year ccmnodities; e.g. the June 1916 Proposal
would request a budget for fiscal 1918. '1h1s Proposal
wOuld have full country team concurrence including
that of the Agriculture Attache.

-- state am A.I.D. would review the proposals and A.I.D.
would prepare the PL 480 Title I portion or its annual
submission to <Jo1B, due ~tober 1. (USDA will at the
s~ time be preparing a budget based. on projected
commodity levels.)

- For c.ountries for whiCh access to the "core" is proposed
(see below) the missions' negotiating objectives, 1.e.,
the additional developnent l'(Iea,sures to be urrlertaken 1n
return for priority consideration in Title I allocation,
must be described. The measures will vary f!ran country to
country but might include policy changes affecting agri_
·cultural developnent, such as pricing policies; changes
1n host country budget allocations for particular activities;

-- To amplify justification or its proposed annu.a.I program
each mission would prepare and submit a program paper
treating with balartee of payments needs, the projected
supply am deman:i for requested food coom:x1ities, and
historic irrport and export patterns in relation to the
Ul'lierlying multi-year plan.

Fbr'i;1tle II,A.I.D. ani the :1JIl>lernenting agencies have
agreed upon a program anj budget review system that is
closely. related to that used by A.I.D. for dollar-furded
programs in order to strengthen the developmental
aspects of both goverrurent-to-goverment and voluntary
agency programs.

3. Fbr Title I, A.I.D. would require an annual budget
request.

- '!hose posts seeking to participate in an early approval
an::l negotiation procedure (see paragraph V below)
would present necessary justifications.

4. '!he general procedures leading to a Title I sales agree
!rent would oot differ substantially fran those presently
followed. but decisions would be based. on more rigorous
analysis, submitted initially in the DAP and Title I
Proposal an::l alJl>lified. in a program paper.

-- After establ1shrrent of the (Jtffi nark State and A.I.D.
would nake an allocation of the PL 480 Title I budget
among countries for purposes of the aJ1l'R1B.I COngr'essional
Presentation.

Supp~A

2.
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agreement on the use of PL 480 generated counterpart for
particular activities, or other similar kinds~of conrnitments
whi~h the local government might not otherwise be willing to
make.

Approval of individual programs in the ISC will be based on
normal ISC procedures with due consideration for developmental
implications of each as set forth in the program paper.

As is the case at present, the sales agreement would not normally
cover more than a 12-month period. However, the analysis and
joint U.S.-recipient country development strategy upon which
the program is based would cover a period of several years.
Subsequent annual Title I sales agreements could be derived
from the same basic multi-year strategy.

The Development Coordination Committee is asked to endorse this planning
and 6udgetprocedure for Pl 480.

V. AN ASSURED SUPPLY FOR TITLE I PROGRAMS--A "CORE" QUANTITY OF COMMODITIES.

The Development Coordination. Committee is also asked to approve the
des1 gnation -ea-ch 'Year: Of' a .itCOte" quantity' of cOlll1\odit1es. Such a
designation of anassurea minimum supply wou,ldenhance our abi 1ity to
negotiate commitments to development measures.

The Problem

While the impact of PL 480 Title I upon development can be improved with
more systematic planning, one of the major prob1ems--the unpredictability
of the program for the recipient countries--cannotbe remedied without
some assurance that a minimum supply of conmodities will be provided.
Under the present system a country remains uncertain as to whether it
will receive PL 480 Title I food aid, the amounts of convnodities it will
receive and the timing of del iveries, often not k.nowinguntil very late
in the fiscal year. Sucn uncertainties often prevent us from negotiating
more than token commitments to development plans associated with PL 480.
If U.S. missions are to complete the planning and program design necessary
to ensure that Title I food aid has a positive development impa.ct,they
must have reasonably firm assurances of cOnlnodity availabil fty and delivery.
At the same time some way must be found to reconcile this need for an
assured supply with the need for flexibility and the protection of other
objectives of PL 480 such as U.S. domestic food security., commercfal U.S.
exports, response to emergency food needs and support of foreign policy
objectives.

Proposed Procedure for Establishment of the "Core" qUll'ltitt of Colillt1oditfes

Based upon expanded country data submitted in program papers A.I.D. would
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make a presentation to the ISC each year to select the country programs
for which it recolTlTlends access to a "core" quantity of cotrmOdities, an
assured supply against which these U.S. Missions could enter into early
negotiations with recipient countries in return for specific commitments
to agricultural development in accordance with an agricultural develop
ment plan and broad sectoral strategy.

With provisional assurance of a quantity ofPL 480 food conmodites, a
government would better be able to plan its allocation of foreign ex- £~

change and budget outlays for food imports. It would be able to make ..
policy changes with reasonable assurance the food commodities could be
provided on a timely basis to cushion possible short term increases in
the food gap. Furthermore, decisions on matters crucial to creation of
incentives to fanners, such as floOTprices, could be made with sufficient
lead time to have the greatest possibleimpact--such measures must be
implemented prior to planting, not after the harvest.

The ISC would determine the total magnitude of the "core" based upon the
following considerations:

the underlying analysis of the food deficit and the ways that
food aid can enhance food production and promote economic
development;

the specific fiscal, monetary. institutional or otherl'<>licy
measures a country is prepared to undertake ·if acertai'n
quantity of PL 480corrmodities is assuredly to be made avail
able;

the proportion of a total country program for which early
planning might take place.

This procedure would,in effect. establish priority claims on the PL 480
Title I resources for the following fiscal year, always subject,of
course, to final determinations of availabil ities. The normal supply "
and demand analysis to demonstrate food deficit and balance of payments
justiricationswould ,continue to be, required, and provisi.ons for usual
marketing requirements would conHnue to be applicable•.

If a Mission fa11s, to achieve adequate and specific commitments during
negotiations. the country would notremainelig1ble for participation 1n
the core program. ,This would not affect its ability to request Pl 480
resources outside the core programi that is, only the priority inalloca
tion would be withdrawn. If a country makes commitments and fails to live
up to them it ~y not lose itsPl480 allocation, but such experience WOuld
be taken into account in future year dec1sions on priority allocation.

Table II, page 11, presents an illustrative program and budget schedule. 4It
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Table II

Illustrative Schedule for Planning
ard Comnitment of PL 480 Title I Programs

For Fiscal Year 1918

\J-- Title I Proposal am bUdget year request from
U.S. Mission submitted to A.I.D. in the Annual
Budget Submission.

-- A. I .D. and USDA submit budgets to aVJB, for
dollars and commodities respectively.

-- Expanded proposals (Program Papers) to justify
access to the "core" received, reviewed by
A. r.D. am presented to ISC.

June 1976

October 1916

October 1976 through
January 1977

February 1977

March through June 1977

- ISC agreement reached on provisional ma.gn1tude of
"core" am. country participation.

~.
-- Missions instructed to proceed with joint

discussions in field on PL 480 program ard 
related development conrnitments.

-- Following U.S. crop reports in September
irrlividual Progr'amS within the "core"
approved by rsc; negotiating instruc-
tions sent to field; missions update estim3.te of needs.

September/October 1977

-- Budget for other country programs reviewed. October 1977

\.r- Delivery of "core" corrmodities to follow
in first quarter of fiscal year or as
required by recipients.

-- Agreements ard shipments for balance of
program rove forward.

October through
December 1977

October 1977 onward
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FY 1975a

4.7

65.4

253.0

7%

2%

Table III

FY 1974

3.6

77.2

204.0

5%

2%

FY 1973

7.2

70.4

237.0

10%

3%

Food Aid Ccmpared to U.S. Exports am U.S. Prcx:1uction
(in millions of metric tons of grain)

Source of data: USDA./ERS

Total PL 480 Shipnents

Total Exports

'Ibta1 Crop

PL 480 as %of Exports

PL 480 as %of Crop

Supp A 11 a, HB 2 (TM2 :9)
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Relation to Current Procedures

The fundamental decision-making process for allocation of convno
d1ties for the Title I program would not be altered. but the timing
of decisions would•. The crucial advantage to the recipient country
under this procedure to permit earlier decisions and negotiations
is the assurance that shipments will be made as early as possible
in the fiscal year. The Secretary of,Agr1culture should be able
to determine the availability of all commodities (as required by
Sec. 401. of PL 480) by October 1. the first day of the fiscal
year. Sales agreements could be signed immediately thereafter
and shipments would then be made as promptly as possible. Under
such a procedure the maximum developmental impact of the program
would be achieved.

The bUdgeting of fOod commodities for the "core" would be based
upon ISC approval of sound proposals from U.S. Missions. The

. size of 'the II core" each year would therefore depend upon review
and approval of each individual proposal. Any Title I recipient
cbuntry would be eligible for participation in the earlier program.
For large recipients like Egypt or Pakistan. for example. a Mission
might request access to the "core" for a fraction of the program.
the fraction for which an improved developmental impact can be
demonstrated.

Early designation of a "core" of commodities. could possibly entail
the risk of impact on U.S. domestic commodity prices and commercial
export availabilities. but that r1skcan be minimized•. Table III.
page 12. indicates that in the past three years total PL 480 ship
ments have represented a small percentage of U.S. production and
exports of agricultural crops.

The ISC will be providing conditional early assurance that a speci
fiedquantity of PL 480 Title I resources would be made available
to a country program. Such an assurance would not bind the United
States to deliver commodities in years when ~ubsequent changes in
abailabilities. or U.S. domestic or commercial export demand factors.
prevent a determination that adequate quantities of a commodity are
available' for disposition under Sec. 401 of PL 480. In effect it
would establish a priority claim on Title I commodities that would
permit U.S. Missions to enter into dialogue with recipients regarding
commitments for agricultural development on the assumption that
commodities would be furnished.

The remainder of the estimated quantities for the budget year would
be exc1 uded from the "core" and would be ava ilabl e for reserves for
emergencies. incremental tonnage for countries for which a partial pro
gram was included in the core. and programs for which the development



In Pakistan, a major factor affecting wheat production is the
government procurement price. If the price structure is to serve
as an incentive to small farmer production, it must be set
sufficiently high, it must be announced in the fall before planting
begins and farm inputs are purchased, and it must be sustained
continuously throughout the year. Government expectat10ns,regarding
the availability of.Pl 480 wheat can affect pricing d~c1sions.

Pl 480 wheat is sold in ration .shops to augment wheatwhfch the
government procures from local farmers at Government-set prices. ~
In the absence of assured Pl 480 supplies, decisions on procurement

~.'.. "...'.;'.. '.;•..,-14-

ILLUSTRATIVE COUNTRY EXAMPLES

justification is not strong enough to justify eligibility for
the "core". The major share of the "core" would be shipped
immediately following the determination of availabilities under
Section, 401, barring anything short of a major cropfallu.re1n
the United States. Thereafter the remainder of the budget avail
ability would be programed and shipped.

The process leading to programs that demonstrate a.posftive develop
mentimpact stemming from Pl 480 Title I assistance will require
careful analysis, planning and program design, most of which can
only be done in the field. It is therefore impossible to provide
definitive, detailed examples of the use of Title I as a develop
mentresource without the benefit of actual field negotiation. How
ever,it may prove instructive to consider simple examples of
alternative uses of food aid which might qualify a country with
food needs for access to the "core" cOll1l1odities. These eX4J1lples
are based primarily on Washington experience and limited co.ntact
withA.l.O. missions. They are not program proposals-and should

~~~l~\~~i~~~~:;~d ~~~h~~ ~~e~~m~~:~~1~sO~0~~rg~{1a~h: :6~sr~f~re •
uses of food aid as a development resource.

Supp A lla, HB 2 (TM 2:9)
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prices tend to be made on very narrow, short-term budgetary grounds,
and resulting prices and small farmer incentives are low. However,
an ISC decision to include a specific quantity of wheat for Pakistan
in the PL480"cpre" could permit the U.S. mission to negotiate for
a specific Pakistani food production strategy, including a pricing
policy based on assuredPL 480 availabilities, which would ensure
enhanced small farmer production incentiVes.

In Haiti an assured supply of PL480' conmodities WOuld significantly
improve the possibility of negotiating policy changes. Specifically.
we seek to persuade the government to rationalize its fiscal system
and pass all .revenues through the budget. The development impact
of such a reform would be great, since additional re'sources would
thereby be made available for development acitivities. The objective
of policy change would be pursued as part of an overall Mission strategy
using loans, development grants, PL 480 grants and PL 480 sales as
means to the desired end.

An assured supply of local -currency generations would also greatly
improve the implementation of projects financed with counterpart funds.
These projects complement A.I.O. loan assistance in a wide range of
rural development efforts. The complementarity would be strengthened
if the supply of the local currency generated by PL 480 food conmodity
sales were more reliable.

Finally, negotiation for the core commodities would be used to gain
generally increased budgetary corrvnitment to rural development on the
part of the government.

In Zaire, the present transportation system severely restricts the
distribution and marketing of local agricultural output. The primary
need is for roads to provide access to the rail and river transporta
tion system and for simp1 e storage faci 1iti es in market areas. A.I.O.
is currently shifting out of transportation activities in response to
its Congressional mandate. However, an ISC decision to include a
specific quantity of commodities in the PL 480 '·core" could pennit
the U.S. mission to negotiate commodities toward a PL 480 agreement
tied to a specific plan for using Title I generated local currency
to support the development of farm to market roads in the country.
This would provide direct· and additional support to A.I.D. integrated
rural development activities' beyond that which would otherwise occur,
to promote expanded agricultural output. More comprehensive planning
for such activities would also be possible.
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In the Philip~ines, a national nutrition program currently 'being
implemented w 11 provide food supplements for malnourished infants,
pre-school and elementary school children, and pregnant and lactating
mothers. Feeding of elementt\ryschoolstudents, particularly those
in poor and rural areas, is an important element of the strategy.
However, due to budgetary constraints and the competing claims of
higher priority programs,Pl 480 Title II commodities can't meet
the demands ofa nationwide school feeding program. Domestic pro
duction of especially nutritious foods is only now beginning, so the
Fi lippinos wil 1 be forced to rely on costly imports or to cancel
efforts to achieve their nutrition objectives. An ISC decision to
include a specific quantity of Title 1 soy fortified flour and perhaps
blended foods in the "core" would pennit the U.S. mission to assure
the Fi1ippinos that necessary commodities would be available to begin
implementation of their nutrition strategy. This would also permit
better planning for the use of dollar and Title II contributions to
the program.

In ~eneaal, fluctuations in climate can eradicate development efforts
deslgne to encourage improved cropping patterns, livestock manage
ment, and water use techniques. The Senegalese Government has made
progress in its efforts to move the country away from dependence
on peanuts as an export crop. Cereals, mainly millet and sorghum,
are important food crops. However the effects of the recent drought
have exacerbated the almost continuous decline of the country's bud
getary resources and possible future droughts are a cause of much
concern. The Government of Senegal has recently decided to buy and
store large quantities of locally produced food grain as a buffer
against future droughts. During the first years of this program
local production will be, insufficient to provide necess~ry security
against possib1~ droughts. An ISC decision to include a specific
quantity of sorghum in the Title I "corell for Senegal could permit
the U.S. mission to negotiate toward a Title I agreement tied to the
development of working stocks. It would directly complement a pro
posed A.LD. grain storage loan to Senegal. In addition, through
the Title 1 agreement the government could be committed to efforts
to achieve better balance within its agricultural development programs
and to give greater attention to equity incentive considerations in
agricultural price structures.

J,':\\"-

•
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DCC ALTERHATES' MEETING

PL 480 TITLE I AS A nfVELOPMENT RESOURCf

Ma.v 5. 1076

Mr. Ilertel' (fxecutiv(' Director, [leC) chaired tilt' 1I1(~etin\l. \"'hich was callpd
toct"is-cUs's an A. 1.0. paper ,on the use of PL 480 Title I asa development
resource. Two issues were presented in the paper for DCC decision: the
endorsement of A.I .0. 's suggested programming and budgeting procedures for
the PL 480 Title I program; and approval of a "core program" procedure, for
use in allocation of PL 480 Title I, to give priority treatment to those
countries that have formulated plans to use food aid as an integral Dart of
thei r development pl anni ng.

Mr. Birnbaum (A.I.D./PPC) explained the genesis of this effort, the intended
procedural changes and the nature of the proposed core program.

Procedures:

A.I.D. Missions' multi-year planninq documents, the ~APs, anrl their
Annual Budget Submissions will now incorporate a rigorous analysis of the
role of food aid in each country's development ob.iectives and strateoy. In
addition, a new document, the Program Paper (comoarahle to a Proiect P~Der

for development assistance projects) will be required; it will descrihe how
PL 480 impacts on development objectives and what development l'leasures will
be sought from the recipient government.

The Core Program:

The core is a system to permit advance approval of a priority designa
tion in the allocation of PL 480 Title I for countries which have a
significant PL 480-development link.

The existing decision making mechanism, the ISC, will use the improved
analysis of development issues which results from the new procedures in

..., the selection of countries to be given priority access to the core.

l~o fi xed amount wi 11 be set as i de for the core j the amount wi 11 he
determined by the ISC on the basis 'of sound country proposals which in
dicate why priority consideration should be given in each case. In order
to retain maximum flexibiHtyto'meet unforseen demands or short supply
sttuations, a cei 1i ngof 50~60percent of the total program is forseen,
within which both politically€letermined cases and a major share of the
.programs of the large traditional recipients would fit--a development
oriented share.

Country proposals will be reviewed in February; ~~issions will "'e
notified to begin negotiations thereafter. In September or OctOber, after
USDA's Section 401 determination, commodities wilT het1in to !'e s,",ipDed.
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Illllstr'ative examples of the utilitv l1f thp CCll'p roncppt fClr Pa~istc1n

and Srneqal were presented.

The discussion covered the following points:

1. Treasury questioned whether there was anything really new in the
procedures, and whether it is necessary or desirable to ~hange procedures
in order to have the core program.

A.I~a~ said that what is new is that:

a) More rigorous analysis will be required of Missions, with a
focus on the impact of food aid on development including recognition of
possible disincentives to production, rather than the justifications of
the past which have emphasized balancp of payments requirements and the
need to feed people. Missions will have to put themselves on the line on
what they plan to get in terms of development efforts in return for priority
consideration in allocation.

b) Development considerations will now have a role in the ISC's
allocation decisions.

c) Recipient governments will now get t~e messaoe that t~e foorl
aid-development effort relationshio is a USC; concern whfch will affect
our decisions. The nature of the ne90tiations will be affected.

d) Countries with accpss to the core will hAve a ~reater assurance
of PL 480 amounts and of the timing of shipments than in the past, althouqh
no "'commitments, II in the 1eqa1 sense, will be made hefore thp. Section Anl
determination.

2. Labor asked how much variance actually exists over timp in thp
size and ~irection of PL 480 programs of major recipients, and whether
they do not already have a degree of assurance of sunplv, referrinq to
major allocations in 1974. "

A.I.D. pointed out that a major shift has taken place since 1974
with the elimination of Indochina programs.

State said that while there may be a consistent pattern in the
figures, the process of allocation is long and uncertain and it has often
been said we should find a better way to exercise our development leveraqe
than current procedures permit.

3. The realism of underlying assumptions regarding supply:

USDA said that the new law (PL 941-rl), which seeks more effective .i¢.l...
use of PL480 as a development tool does require a response, and that it
is desirable. However, it will be difficult to infuse n larop inorp.dient
of development planning into the program. The underlyina assumptions
regarding supply may not hold true in the future. Conqress' perception,
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..
and that of the A.I.D. paper t are weighted by the short crop supply
situation of the last few years. They assume the U.S. will be in a
strong position to demand development changes. But the past few years
may prove to be the aberration from the likelyf\lture pattern. USDA
is projecting a worldwide gratn cii{ryover o( 100 mil H~n tons, excludinq
rice, as of July 1 t 1976 an~145 mfllion tons as of July 1977. If these
figures are correct, development considerations will not be decisive in
PL 480 allocations. The PL 480 program remains fundamentally a surplus
disposal program and there are limits to the degree to which you can
make it a development program. The best you may be able to do is to
minimize its disincentives to development.

A.I.D. 's proposal is worth a try but USDA has reservations about how
much is possible and about the paper's assertions regarding the lonq run
effect of the program.

4. Whether the core program would excessively rpduce flexibility in
the decision making process: a concern raised by Treasury and USDA.
A.I.D. repeated that it expected no more than 5n-~Or of the FY 1977
level, illustratively, would be in the core, and that this would assure
adequate p~otection, especially since the major political cases and other
traditional recipients could be accomodated within it. In addition, in
clusion in the core is at best a very tentative assurance of priority
treatment in allocation decisions, not a commitment which would have to
hold in the face of unforeseen changes in circumstances such as crop
failures. With this understanding, USDA saw no insurmountahle difficulties.

5. The size of the core program: Treasury said it should be viewed
as experilllental and kept small; 10 percent would be a better figure than
50 percent. OMS felt that 50 percent would be out of the question and
suggested tha~.I.D. start with pilot cases. Rather than setting a lower
ceiling now, the decision should be made by the ISC in February on the
basis of country requests. OMB will be looking skeptically at the country
proposals. State may have problems with a 50 percent level, but the time
to assess the risk is in February when the ISC meets. A.I.D. said it needs
to go out with a general instruction to all posts in order to get the
analysis which will allow the ISC to make a rational judgment. There is
no way to prejudge the issue and select certain countries to be pilot cases.
The 50 to 60 percent figure is a ceiling to prevent over-commitment, not
a target to be filled, .and includes countries whose oroarams are justified
on political grounds. Perhaps the actual figure will be much lower, espe
cially in the first year or two, but the fiqure should be determined by the
process, starting with analysis from the bottom UP.

6. Whether countries with politically determined proqrams should he
included in the core: Treasury questioned their inclusion hecause they
see no additionality to development being achieved. State aqreed t~ev

might best be treated separately since their amounts can very qreatly, but
it may make sense to include for those countries that portion of a PL 480
program which can be justified on develooment grounds. A.I.D. aqreed that



Supp A lla, HB 2 (TM 2:9)

- 4 -

the pol itically determined programs can be excluded f\~om prel iminary
designation of the core, but believes that it may nev~rtheless be use
ful to start a dialogue with these recipients on the development issue.
If all commodities for the strictly political cases are excluded, A.I.D. 's
estimate of a core would be close~ to 20 percent of total Title I than
50 percent. State and A.I.D. pointed out, however, that portions of
political programs could appropriately be eligible for the core depending
on the country's commitment to development.

7. Necessary revisions to A.I.D.'s paper: Treasury is bothered by
the assertion that one can maximize the US's marketing, foreign policy
and development objectives all by the core program, and believes the
core should be justified foursquare on development grounds. Political
cases (and justifications) should be excluded from the core program.
although political problems should be recognized in the paper. The paper
is vague on the particular development changes or policy measures which
would be sought. The additionality to development which is sought Should
be spelled out more clearly. It should be made clear what will result if
(1) Missions fails to achieve adequate commitments during negotiations or
(2) countries fail to live up to their commitments. A.J.D. views the
steps toward complete commitment of the Title I program to ~evelopment as
a series of approximations of the ideal goal. A country failing to live
up to a ·'omr.itment to development may not lose its PL 480 program, but
a dialogue will have been started, and experience in the core may become
the key to future commitments.

8. Analysis required: OMB felt that to justify a program additional
analysis is required along the lines of a paper presented by Carol Lancaster
of OMB. Policy leverage seems to be the main point of the A.J.D. paper,
but this ought to be part of a broader strategy. It should be clear that
Missions are requested to analyze the entire economic spectrum on which
PL 480 impacts, such as its role as a foreign exchange support mechanism,
and not just its influence on pricing policy. CIEP and OMS want Missions
to examine closely the disincentive question. ~D. welcomed suggestions
on the guidance to Missions.

~. The relative value of the core program: State and Treasury expect
the major value of the program wi 11 be in the sma 11 countries Which have
gone in and out of the PL 480 program, rather than in the major recipients.
A.I.D. disagrees. It was decided that this is not the time for in-depth
discussion qf this question, but it is expected to be a real issue for the
ISC in February. A.I.D. believes the core can be important in imbuing
large traditional programs, and political cases if included, with a
development orientation.

IT WAS DECIDED THAT:

1. A.I.D.'s change in procedures, i.e., the requirements to be levied ~

on the field (DAP revision, ASS inclusion of PL 480 analysis, and Program ~

Paper) are ~ndorsed by the DCC, as is the concept of the core.
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2. The ISC will review A.I .D. 's proposed list of core countries in
February, and will give increased weight to developmpnt issues in alloca
tion decisions.

3. The ISC will then decide which Missions should ~p advised to henin
negotiations for additional development measures in return for priority
consideration in the allocation of PL 480 resources.

4. While individual agencies may be predisposed to keep the core
small, the decision on core size will be made by the I~C on the hasis of

~ the country requests and A.I.D.'s analysis.

5. Political cases per se will be excluded from the core, but if a
portion of a particular political allocation can be justified on develon
ment grounds, this portion may be proposed for the core.

6. A.I.D. should consider including in the core only a portion of the
program for the large traditional recipients, especially if political
considerations weigh heavily in determining the size of their proqrams.
The core 5hould be a development program.

7. A.I.D. will revise the paper to tak~ into account the exclusion
of the political cases, to sharpen its development orientation, and

~ to reflect the discussion as described above in paragraoh 7.

8. Since A.I.D. needs to get out instructions on the changed pro
cedures, the cable to the field will be drafted concurrently with the
revision of t~e paper. OM8 ' s suggestions for further study will be
exanlined, but any further analysis which may be required should not
prevent timely advice to the Missions on the agreed chance in procedures.
OMB's suggestions will be used in snelling out detailed ~uidance to the
Posts.

9, The cable will go to all posts, includina S\ countries, hut the
latter may well respond that they must be exemnt fro~ the rpquire~ents

of development analysis and justification fnr nolitical reasons.
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Introduction: A.I.D. strongly supports moves to strengthen the link between
food aid and specific development objectives of recipient countries. A.I.D.,
the other Executive Branch agency members of the Interagency Staff Committee
and the Congress have recognized that the impact of food aid goes beyond

I feeding people and relieving foreign exchange constraints. We believe that

I
recipient countries should analyze and understand this impact and should be
prepared to use U.S. food aid resources to support progress in their
development efforts. The recent amendments to PL 480 by the International

. and Food Assistance Act of 1975 are an expression of Congressional interest
in the provision of further incentives to the use of PL 480 food aid as a
development resource. The Executive Branch has agreed on guidance for
integration of planning and programming procedures for dollar funded

I development aid and PL 480 food aid. Refair conveys guidance for implementingIthese procedures and describes the "core program" system that will permit
Iearly designation of country priorities in the allocation of PL 480 Title I
, for those countries that can demonstrate a significant link between the
IpL 480 resource and the country's development strategy. This message conveys
I guidance for implementation of the ("loan forgiveness") Currency Use Offset
Iprovision of Section 106(b) of PL 480 (),t'taehed).
I

IA U.S. mission now has three basic tools to use for negotiation of country
I commitment to development. The first is the self-help provision of
1 Sect~on 109 of PL 480. The second is the improved analysis and planning that
Imust underlie a request for priorityoonsideration, or access to the core
I!program. The third is the Currency Use Offset described in this message.
!These tools can be used singly or in combination. The aim should be to make
I the most effective use of the provisions, within the country context, to
I achieve significant reforms or progress in agricultural j...,-;. .-::P:-:""-:-GE:------".,p""""n"".-

~development, nutrition and population planning programs.~, 1
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Attaclm:nts

Missions are encouraged to ccmnent en the usefulness of this new assis
tance instrl1lEnt and to suggest inproveuents to the procedures for
:inp1ementing the Currency Use Offset. '!be procedures will be inco%porated
in Handbocit 2.

Missiros are encouraged to concentrate their efforts a'\ developina solid
Currency Use Offset proposals for applicaticn to FY 1977 aDd rY 1.978
Title I AgreEDe'lts. In order to pemd.t the timely negotiatim of
FY 1977 progr8IE and the integraticn of FY 1978 proposals in the progran
cycle, missions should su1:mit their Currency Use Offset~ for
both FY 1977 and FY 1978 to be in AJD!W by Deceober 31, 1976.
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Agency for International Developrrent

1rrl>lerrentation of the ("lDan Forgiveness") Currency
Use Offset Provision

Background

A. Section 106(b) of the Agricultural Trade Developnent and
Assistance Act of 1954 (p. L. 480) was arrended by Section 205 of the
International Developm:mt. and Food Assistance Act of 1975 (p.L. 94
161) to pennit the local currency proceeds fran the sale of Title I
agricultural coomxlities that are used for. specified activities to
be considered an advance payrrent of the equivalent cmJUl1t a-1ed to
the United States under the Title I agreerIBlt. The purpose of the
so-called "loan forgiveness" or currency use offset provision is to
provide incentives for countries mdertaking self-help neasures in
accordance with Section 109 of the Act to neke greater efforts to
carry out program9 of agricultural development and other specified
activities. ..

1. The currency use offset provision requires the
United States, in negotiating P.L. 480 Title I agrearents, to
emphasize the use of the local currency proceeds mich accrue
to the recipients for purposes mich directly inprove the lives
of the poorest of their people and their capacity to parti
cipate in the developrrent of their countries.

2. The provision authorizes agreements between the
United States and foreign goverrments under ~ich the use of
the local currency proceeds for agreed developm:mt Purposes
may, to that extent, be deenEd payrrent of the dollar obli
gation to the U. S. (',overnment. The provision directs that the
"greatest errphasis" be placed on carrying out program9 of
agricultural develop!IEnt, rural developm:mt, nutrition,
population plarming and farner-to-farner progrBlffi in those
countries that are undertaking self-help Treasures to increase
agricultural production, irq>rove storage, transPOrtation, and
distribution of ccmoodities, and reduce population growth in
accordance with Section 109 of the Act. The agreed programs
are to be those mich are "directed at and likely to achieve"
the policy objectives of Sections 103 (Food and Nutrition) and
104 (Population Plaming and Health) of the Foreign Assistance
Act of 1961, as amended.

3. Tn entering into Title I PUblic Law 480 agreements,
the provision requires that priority be given to countries
which agree to use the local currency proceeds in accordance
with the country's agricultural plans designed to achieve the
developrrent objectivities enurrerated in the provision.

4. For any fiscal year, the total value of currency use
offset payrrents under this provision may not exceed 15 percent
of the total value of all agreements entered into under
Title I for such fiscal year.
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B. The anen<irent to Sectirn 106 of P. L. 480 does not specify
the irrplenEIlting policies and procedures to be enployed in effect
ing the "loan forgiveness" provision. The following conclusiros
regarding certain legal issues have been reached:

1. Is the recipient cm.mtry required to make payment
of the aroounts needed for the agreed uses upon delivery of the
ccmoodi.ties, and is a "grant-back" then to be lIBde to that
cm.mtry of the foreign currencies to be used?

The legislative purpose of the "loan forgiveness"

;;:=ttois:=tpa~~eo~f~~f~~;~to Qt
the U. S. C..overrrnent. Such uses smuld be deEI'IEd payment
for all purposes of Section l03(b) of P.L. 480 including
its requirement that payment be llBde upon delivery of the
conmxiities. No specific authority for grants for purposes
of Section 106(b) has been included in the Bl1EI1<EEnt.
Accordingly. no deposits of the aroounts to be applied to
the agreed purposes need be nade upon delivery.

2. When is the required "use" deerred to occur for
payment purposes?

In order to effectuate the legislative intent of
assuring that the specified activities are carried out, a
transaction in close proximity to the t:inE \oilen the
activity is to be carried cut, and 'Which can be accounted
for, should be selected. Accordingly, the disburseJIe1t
of the foreign currencies for purposes of carrying out
the specified activities should be considered to be the
"uses" of such currencies for purposes of determining
that paynB'lt of the dollar obligation has occured.

3. If no actual paynent is required to be made upro
delivery is a "special account" required?

The "uses" of the currencies are to be deem:!d payrrent
and therefore no deposit in a special account to the
credit of the United States is required. However J

effective iIq>lementation of the ammdnEnt requires that
the foreign currencies be deposited or otherwise ear
mn:ked in a cm.mtry-~ed spE>cial account in the aroounts
agreed upon for the specified uses in order that proof of
disbursarent for such uses can clearly be llBde.

•
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4. What is the applicable rate of exchange?

The applicable rate of exchange should be determined in
accordance with Sec. 103 (h) , P.L. 480, \Yhich requires
that rates of exchange applicable to the sale of the
carmxlities be obtained \Yhich are not less favorable than
the highest of exchange rates legally obtainable in the
respective COlmtries and \Yhich are not· less favorable
than the highest of exchange rates obtainable by any
other nation. The effective date for determination of
the rate of exchange in accordance with the requireJlElt
of Sec. 103 (h), should be the date of disburse!lEIlt fran
the COlmtry special accmmt of the anounts required for
specified econanic developnent.

5. Is the "loan forgiveness" applicable to a particular
perC'.entage of each P. 1. 480 sales agreerrent?

The "loan forgiveness" provision may be applied to
all or a part of any P.1. 480 sales agreE!l1B1t subject
to the limitation that for any fiscal year the total
value of such paym:mts may rot exceed 15 percent of the
total value of all agreerrents entered into under Title I
for such fiscal year. It is the total aDDll11ts provided
for in such agreeDEnts in any fiscal year against \Yhich
the 15 percent limitation is to be applied, without
reference to disburserrents made for such purposes by the
recipient COlmtry. The policy decisicns as to how nuch
of any given Title 1 agreemmt should be forgiven are
left to the Interagency Staff Ccmnittee.

6. May the "loan forgiveness" provisions be applied
to existing P.L. 480 sales agreerrents?

The aJreIldrrEnt to Sec. 106 (b) is silent as to whether
the "loan forgiveness" provi.sions may be used to tIDdify
existing agreerrents. The Ccmni.ttee reports, hovJever,
clearly state that the arrendrrent was intended to apply
only to new agreeDEnts. 'lliis is construed to trean the
agreeIIe1ts entered into after the effective date of the
arreldnEnt.

7. Can an unused portion of the 15 percent limitation
fran one fiscal year be carried over to another, later, year?

(a) The authority does not carry over into a
succeeding fiscal year to increase the authority of that
year above 15 percent; but
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j,~."":,......
(b) begirming with Fiscal Year 1976. for agreeuents

and aDaldnents signed after Deceuber 20. 1975. if the
"loan forgiveness" agreeuents concluded during a given
fiscal year do not aCCOlmt for the full 15 percent
pennissible for that year it ~d be possible to ccn
clude "loan forgiveness" aoendnents of agreE!lIEOts of that
fiscal year for "loan forgiveness" lIltil the full 15
percent is reached.

Policy Guidelines

A. Detennination of eligibility for "loan forgiveness"
provision.

1. The objective of this provision is to give a re
cipient COIIDtry a sufficient concession to provide a real
incentive for politically difficult policy or fiscal deci
sions. These may include non-budgetary policy refOI'lIB (e.g.
lIDI'e market-oriented farm prices and interest rates) or
changes in budget outlays to a critical sector.

2. The concession should not therefore be spread •
evenly. or thinly, anmg a large Ill.lnbc:r of claimants. It
should rather be applied en a highly selective basis to as
I11.lCh as 100 percent (after provision has been made for U. S.
use requireIlElts) of the am:n.mt financed by the cx:c in re-
cipient countries offering to tmke the mst critical can-
miorents in return. For large recipients 100 percent may not
be feasible.

a. Priority should be given to those COlmtries
that seek to strengthen their camrl.orent (through poli
cies or reSOlU"ce allocaticns) including neasures speci-
fied under Section 109 of P.L. 480, to activities in dl!.
agriculture, rural developr!Elt, rnltritioo, and populatioo ..
planning that we regard as particularly critical to
achieve the objectives of Sections 103 and 104 of the
Foreign Assistance Act.

b. AmJng such recipients, further priority will
be given to proposals vArlch are ai.ned at inproving the
lot of the poorest inC<Xl£ classes within a Title I re
cipient country.

3. Authority to negotiate the "forgiveness provision"
will not be extended tu a post that does not have the staff
capability (either at post or at a nearby post or regional a
office) to negotiate and nm.itor the program to vArlch the •
"forgiveness" VJOU1d be applied.
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B. Allocation of the annual 15 percent of the value of
Title I sales agreenents entered into:

Allocation should be based (Xl program reccmnendations
from u. S. Country Team in all crnmmes \\hieb are eligible
for "loan forgiveness" and will have the opportunity to subnit
such program requests. Ha.vever, "loan forgiveness" will
recrJire rigorous standards "*deb will be applied in establish
ing priority for participation and will be applied on a highly
selective basis. 1,'hen a record of ccnmtry performance on past
"loan forgiveness" projects is available, posts will be
expected 'to provide their asseSSIIEI'lt of such perfonmnce along
with any new proposals for "loan forgiveness." This should
limit requests for participation to those COlDtries lIDSt
likely to be able to neet developrrent criteria· and to those
best able to develop a thorough justification for their
proposals.

c. ''IDan forgiveness" reduces, for a consideration, a dollar
debt to the U.S. Goverme:1t. DenDnstration of recipient COlDtry
ccmnit:rrent to specified developrre11t objectives that is additional
to current ccmnitnent will constitute the essential consideration.
The lhited States nust be assured that an action, a budgetary
allocation (or reallocation) or a package of actions will be
undertaken. that will result in a significant inproveuelt in current
policies or programs. In this regard "loan forgiveness" will not
take place until the actions and/or local currency disbursE!!fiEI'lts
agreed to have been undertaken. In the case of change in budget
outlays "forgiveness" will be contingent upon actual disbursem:mt
of local currency for agreed purposes. In the case of nonbudgetary
refonn, the policy change itself will have to be initiated as well
as local currency disbursenEnts mde.

1. A critical change in policy, possibly politically
difficult, may be viewed by the United States and the re
cipient cotmtry negotiators as the single lIDSt iIrportant
neasure currently required to inprove progress toward the
objectives of Sections 103 and 104 of the Foreign Assistance
Act and neasures specified in Section 109 of P. L. 480. If
the recipient cotmtry rmkes a carmi.t:rrent to such a change in
policy, the "forgiveness provision" in the Title I agreem:mt
nust nevertheless refer to specific uses toward "*deb the
local currency proceeds will be appl~ed. In instances where
the policy change will require budgetary expendittn"es, such
expenditures would no doubt be the IIDSt appropriate uses.
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2. If the camrl.t:nBlt is budgetary it shrold be aneuIDle
to DEaSUrenB'lt not cnly in tenIB of the budgetary resources to
be applied to certain identified progrcm; or projects but also
in terms of definable progress toward specified objectives.
Either a new allocatioo or a reallocatioo of resources to
sooething not previously in the budget or an incre:JEnt to
specified existing programs nust be shown. (he recarm:nded
guideline is that the country be required to deomstrate that
it had not enly mrlntained the real value of expenditures fran
the lIDst recent fiscal year for the relevant developo:ent
programs, but also that it had increased its expenditures in
that sector or program by the local currency equivalent of the
reducticn of the dollar debt.

3. In COlntries ~e the P.L. 480 agreement normally
follows adoption of a budget that already assures a P .L. 480
resource transfer, negotiatioo en future year coomit:nents,
beycnd the year already budgeted (in "*deb case "forgiveness")
~ not take place until the budget camri.t:nent had been
inp1.euEnted.

4. Particular care will be needed to assure that the
recipient's ccmni.t::nel.ts avoid the generalities of 11DSt current
self-help statElIEllts and are spelled out sufficiently for
later tIEasurenent. Guidelines regarding reporting require
ments and tIEanS of verificatioo of progress t:oIr1ard the pur
poses for vtdeb the currencies are used will be provided after
approval by ISC.

D. Suitable and timely reporting and satisfactory performance
in achieving the self-help provisions of Title I agreenents in the
past will be taken into coi1sideratioo~ recamending use of the
"forgiveness provision. II Although poor past performance shoold not
of itself be taken as sufficient evidence of potential future
performance, good performance can be given heavy weight in assaying
future expectations.

E. Although the global 15 percent authority of a given
fiscal year should be used for a mix of COlntry prograas with all
objectives cited in Sectioo l06(b) , within an individual country
coocentrating 00 a single or several closely related objectives
would probably yield tIDst effective results.

i···.f'··.'·."·.~"..·~··..

•
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III. Reccmrended Procedures

A. Plarming and Budgeting:

1. Legally "loan forgiveness" nay be operative for
new agreerrents signed Decenber 20. 1975. or after. 1m ac
counting control systan will be essential to assure that
currency use offset ~d not exceed 15 percent of the total
value of all agreen:ents entered into under Title I in each
fiscal year.

2. Title I agreements signed since December 20. 1975.
for FY 1976 nay in exceptional cirCllIStances be mended to
provide for "loan forgiveness." However. as a general policy
such amendm:!nts will be strictly limited. if BrrJ.

3. FOl': FY 1977. each U. S. Coontry Team desiring to
participate should conduct a careful review of the developrlB1t
steps and programs it vmJ.ld expect the recipient country to
achieve in return for "loan forgiveness" and an estiImte of
the appropriate dOllar level to be forgiven. Requests will be
reviewed against the criteria set forth in paragraph lIA.
Recognizing that there will be difficult judgemental decision
as to the relative nerits of the recipients' proposed increased
efforts to achieve objectives in agricultural and rural
developrre1t. nutrition and population, posts should carefully
avoid any inpression of a carmi.t:mmt in prelimi..nary discussiCll
with recipient govenments.

5. Country team proposals will be reviewed by StatelAID
and USDA and prepared for presentation to the Interagency
Staff Carmittee. The ISC will be responsible for approval of
all "loan forgiveness" proposals.

6. Fran FY 1978 onward. the programing and budgeting
system for participation in the "loan forgiveness" provision
should be integrated with the system; for budgeting dollar and
camndity resources each year; they should be set forth in AID
Handbook 2,and supplerrent as necessary in arJInJal program
guidance.

7. 1m administrative tine limit of one year follOOng
the date of signing of the agreen:ent will be established for
amendnEnt of prior year agreements; agreerents signed earlier
in the current fiscal year could be BlIB'lded at any time during
that fiscal year. Thus. there will be adequate t:inE for
negotiation of ccmnit:ne1ts but negotiatioos will take place
within a relatively short period after the effective date of
the delivery of the ccmmdities. '!he lind.tatioo \t.lOUl.d also
help prevent the accounting operatiCll fran becauing overly
currbersare .
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B. Inp1erIEntation of the Provision
•

1. The provision should be part of the Title I Sales
AgreSIe1t either as part of the original agre~t or by
subsequent arrBldrre1t (See Tab B).

2. Subject to the annual 15 percent ceiling, "loan
forgiveness" could be provided for any future Title I agreSIe1t.

3. The BgreenEl1t should stipulate a deposit or ear
marking in a cmntry-CMried special accmnt, and set forth the
specific agreed-upon uses and anDUntS to be applied to these
in order to establish the basis for reporting of disburserent
by project vArlch will be deened the use of the currency.

4. The agreenEl1t should provide for reports of the
anDUntS and dates of deposits and disbursSIe1ts therefran and
possibly, depending upon U. S. Country Team policy, provisicn
for joint progranming of the currencies deposited.

a. The date of disburser:IEl1t will establish the
rate of exchange at vArlch the dollar equivalent of that
anDUnt of cmntry-CMned sales proceeds will be offset
against the dollar debt.

b. The disbursSIe1t will satisfy the requirerIEnt
that the local currencies be ''used'' in order that their
dollar equivalent be credited againt the total ob1igaticn
of the recipient crn.mtry. The amJlU1t credited will be
applied against the earliest insta11nEnts of interest and
principal due.

c. The neans of verificaticn and evaluation of
lIEasurement of achievem:mt of objectives should be
specified.

d. The disbursement for agreed uses will be
subject to audit by the United States.

5. The standard Title I agreenent will call for deposits
of currencies close to the t:i.ma the ccmID<:li.ties are sold for
local currency. The local currencies generated should be de
posited upcn demand by the United States but in no event later
than six TIDnths following the date of the last delivery of
ccmoodities in any calendar year in aIIDUnts required to carry
out the activities or purposes nutua11y agreed ttpal.. Deposits
should be tmde in interest bearing accmnt(s) in camercia1
banks except 'Where the use of camercia1 banks is contrary to

•
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law or mere the Interagency Staff CamIi.ttee specifically
e.xenpts this requirem?!'lt. Disbursement of each sun deposited
will be required within ~ years. The value represented by
the first or second tranche of ccmmdities delivered nay not
represent the full value to be credited; the full annnt may
therefore be deposited in several tranches. The ~ year
limitation is to be applied to each separate deposit. nus
provision is designed to (a) ensure that specific agreed
purposes are fmded within a relatively short tinE after the
generation of the currencies to be used for these purposes.
(b) prevent the generality of camd.tnent that has been canoon
in the self-help agreenents of the PaSt, and (c) mitigate the
econanic effects of isolating the currencies in a separate
account.

6. Use of the "loan forgiveness" provision does not
necessarily nean that participation in the P.L. 480 Title I
"core" program is also essential or even desirable. VJhether
or not the two activities should be linked together in a
proposal dePends upro. the cirC\.IIBtances of each case. ISC
apProvals for either "core" programing or "loan forgiveness"
will depend upon proposals neeting criteria for each activity.
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Tab A

USE BT FOREIO:-;' COl;:-;,nUES -OF rROCf'..ED!ll OF SALEIi OF AGRICULTURAL
C())()(OllmES

St;C, 20;;. Section 10G(b) of the Agricultural Trade Development
alld Assi~tllncpAd of HIM is amendl'd-

(1) by inscrting"(l)"immt'diately after"(b)":
(2) bJ adding nt th(' end lh('reof: .4In nf'~otiatin~ such agree

ments with rl'eipil'nt l'Ountr'ies, the lTllih'<\ Stntes !"hllll emph3Sizo
tht' ns(' of !'lId\ procl'('d!" fnr pnrposrswhil'll dirrctly impro\"l!! the
liws of tllf' pool'e"t of thf'ir people nnd thrir ,rapacitJ to ptu-tici.
pllll' in thr !lrn'loplllrnt of thl'ir cOllntrirs."i and

(:\) hy adding at thl' "1111 tlwl't'of th,' following new para-
g-rlll'h,.; ,

"(:!) tin'atl'st I'lIIphasis shall be plael.'rlon rh\' liS\' of s\I('h procl'l'rls
to 1'lll'I'Y 'Hit I'rognl1ll5 of a"!I'icultnml rlt'velopmel,t. rural ,ll'vclop
1II"\lt. nutrition. allli populatioll plallning, an" rn \':IIT,\' \llIt rht' pl'll
;!11I1II "I'sl'l'iIJl'I' in 51'dion -1011 (a) (I) of this AI'!, in tho"" c'uuntl'it's
wllil'll lin' 11111 "I'takin/! sl.'lf.hl'lp meUSlll'l'S to jlll'n':I"" ngricultul':ll
plOd 11,'1 ion, iIIIJlI'IlW storaj!'t'. t I'll lI!llJlOl't at iOIl. a1111 d i.t rillllt inn of "0111

IIInditiell, IlIId !'Nltlel' p0l'ulntion ~rowth in 1I1'cOI'Janel.' wilh l>l'cti"n
I{l!l of this "\"1. anti which progr:tlll~ an' Ilil'f'dpd at IIn,1 Iikl'l~' to
:whil"'l.' thf' polie~' nhjl'ctiws of sedions In:\ and ltl.J. of the Foreig-n
A:;sist:llH'" Aet of l!WI and nre consistl'nt with till' po!ie)' objet'ti\'('s
of this .\rt, plII'!'lIant to ngrl'ements l>et\\,pCl! the rllitf'd Statl.'i! alld
fOl'eign go\'erlllnenls undf'r whirh UI;CS of snch proc(,l'f\s shall be mnde
for ,,\\('h \1111'1'0:;"", i-inch IISl'S ~hDII 1)(' rlN'mNl paYnll'lIt!" ior till.' pnr
)los,' of !>I'l,tion Ifl:\(b) of thi" Act, rxr('l't that for lilly tiS-'ll I )"cnr
til<' total va hlf' of sueh paymf'nts may not l.'xeced 1;, 1'1'1' t:f'lItum of
th.', total \'slue of all n~rf'rments entered illto unde:' tit 1(' I of this
Aet for 8nl'h fisl'al ypar, Such pnymt'nts shall be dl'~Tibed in the
rl'Jlorts rl'quircd by section 408 of this Act and section lIr" of the For
f'ign .\.s~istan('e Aet of 1961.

., (:l) III l'nteringo into ag-rrl'ml'nts for thr salt' of ag-l'icl\lturnl com
1Illlliities for dollars on rnodit tel'ms under this titll'. priority shall
hI' I!in'n to conntl'if's ",hiI'll a!!Tel.' to use the lll'oc('('(i" from thl.' salt!'
of t hI' l'onllliollitil's in arcor,lancc wit h the count ry's agricultural
d"\'l'lo\lllll'ut plan whirh-

.. ( A) IS dl'sil!ned to inrr,'n~ till' :-",,','';S ,)f tll\' poor in th('
J'I·I'il'i ..nt eonnll'Y to an ndl'qunte, II1lt riliolll:'. <lntI !'tablc food
i'nI'Ply:

.. (H) pro\'icl ..~ for snrh ohjel·th'l'!" :t!"-
"( i) OJa kin#! f:1I'I1l produl't iOIl l'll'\i PIIIl'II I :111,1 facilities

lI\,:tilah]1' to farmers,
"1 ii) l'n',lit on rellsollablo It'I'JII'' allli l'olltlitiollS for small

fa I'lIIel'S, lind

"(ii) farm extl'nsion ana 1t,c1III il':lI in fOl'mat iOIl srn'i"t's
dl'sigl~l'd ,to i!npro\'l' the lI1arkto~ing, storag,', tran"portation,
nnd c:hstnbutlOn systl'm for ngorH'ultllrnl cornlllodltH'S ;lIld to
~e\'f'lop thf' pln'sical and institutiollal infrllstl'lIctul'e slIpport
IIIg tht' ~lIlaII (arml.'T:

, "(C)'I,ro\-idcs f,or participat~on bJ the pOOl', in:sofnl' liS pos
Sible. In the forl'gomg at the l'eA'lonal nlld locnllC\"els' Illld

"(D) is degig-ned to rf'arh the largest practicable' JluJnlJer of
farOJl.'rs if'l the recipient country.".
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Tab B
Anen<tnent to Title I Agreenent

Credit for Agreed Uses of Sales Proceeds

C. Credit for Agreed Uses of Sales Proceeds - local. currency

proceeds generated by sales of COOIlDdities in the inporting country "*'en

used for purposes agreed by the exporting and inporting (',avermEnts in

\.I ccnformance with Section 106(b) of the Act shall be credited as Pa:ynE1t

of principal and interest due the GovennlHlt of the exporting country

for the financing of C'CIIIlDdi.ties under this Agreetrent. Such payments

shall not exceed that portion of the aroount financed by the exporting

country equal to the percentage specified in Part II of this Agreem:mt.

1. The Goverrm:nt of the inporting COlmtry shall deposit to

its special account in special interest bearing aCCOlmts in can-

trercial bank(s) designated by it and agreed to by the r~nnlent of

the exporting country for such purpose in the iIIporting country.

upon demand by the Govemment of the exporting country. but in no

event later than six rtDnths follCMing the date of last delivery of

catm:>dities in each calendar year. in atlDUIlts as tIBY be Illltually

detennined by the (',overntre:lts of the exporting and iIIporting

countries. that portion of the local currency proceeds accruing to

the inporting country frem the sale of the ccmmdities financed

under this agreement equal to the percentage specified for purposes

of Subsection 106 (b) (2) of the Act as set forth in Part II of this

Agreement.

2. Such local currency shall be disbursed for the specific

uses provided for in Subsection 106(b)(2) of the Act as set forth

in Part II of this AgreetIEnt.
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3. The dollar equivalent annunts of local currency disbtn.-sed

for the purposes referred to in subparagraph 2, above, shall be

calculated at the exchange rate specified in Part I, Article III G

of this agreem:mt, applicable en the date of disbtn.-sSlBlt and the

disbtn.-sement of such annunts shall be ccnsidered payuent for

purposes of Part I, Article II H of this Agreement as of the date

of disbursement, provided that such anmmts of local currency are

disbursed within a period of ~ calendar years fran the date they

were deposited into the special account and are not in excess of

the stated percentage of the financial value eligible for offset.

4. Such disbtn.-sements of local currency shall be deemed

paynents tnder Section I03(b) of the Act and the equivalent dollar

value shall be considered as an offset against annunts due and

payable tnder the repaynBlt term:; of the Agreement. Offset shall

not be mde for am::nmts due· under the Agreement when such BIIDllllts

are detennined to have beCOUE due and payable prior to the disbtn.-se

DEnt (use) date of the sales proceeds for eligible projects.

5. 'llie Goverrment of the iIrporting country shall furnish the

U. S. Fitbassy at least quarterly for the period during ~ch disbtn.-se

nents are required to be mde in accordance with subparagraph 3,

above, a report of the deposits and disbtn.-seDEnts of the proceeds,

certified by the appropriate audit authority of the Government of

the irrporting country, and in case of disbtn.-seIIEnts, a statement of

the specific activity for ~ch the aIIDUntS disbursed were used,

and the date of disbursellS'lt.
Il!·f'.·.·.···..
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6. Th¢ GoveIlIletlt of the eJqX>rting country will provide a

scnedule of offsets to annunts due fran the i.nporting country.

'Where appropriate, the schedule will show both currency use pay

IIE'l.ts and currency use offsets. In the event the Goverment of the

exporting eot.n1try disallows for credit any arrount of local currency

certified by the C..overnment of the inporting country pursuant to

subparagraph 5, above, notice of such disall<Mance shall be provided

by the r.oven:ment of the exporting country to the r-.oveIlilIEnt of the

inporting eot.n1try in a tinely rrmmer and the two GovenmEIlts shall,

upon request of either of them, consult regarding such disallowance

pursuant to Part I, Article III H of this Agreenent. In any event,

~r, if the notice of disallCMance is not rescinded by the

C..averrment of the exporting country within 90 days after notifica

tion of disal1<Mance for credit, as herein provided, no offset of

equivalent anounts CMing the Governrrent of the exporting eot.n1try

shall be made. To the extent that any disallowed cnrounts nay have

been recorded as offsets by the (',overrnrent of the exporting country

against arrounts due and payable under the Agreenent, such offsets

will be reversed.

7. The C..overrment of the inporting country shall cooperate

with and give reasonable assistance to representatives of the

('.overrnrent of the exporting crnmtry to enable them to inspect

projects, and inspect and audit records, procedures, and ~thods

pertaining to the disburseIIEllts of the local currencies which are

credited against earlier payrrents of principal and interest.
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SUBJECT: AID IMPLEMENTATION OF THE PRESIOENT'S ARMS
TRANSFER POL ICY

FOR MISSION DIRECTORS FROM THE AID ADMINISTRATOR

t. ON MAY IS, THE PRESIDENT ANNOUNCED A NEW ARMS TRANSFER
POLICY IN WHICH HE EMPHASlHn MAJOR NEW CHAUGES. AMONG
OTHERS THAT FROM NOW ON, QUOTE WE WILL ASSESS THE ECONOMIC
IMPACT OF ARMS TR~NSFERS TO THOSE LESS DEVELOPED COUNTRIES
RECEIVING U.S. ECorlOlAlC ASSISTANCE. UNQUOTE

2. IN THIS COfINECTION. SECRETARY VANCE WILL SOON SUBMIT TO
CONGRESS A REPORT Orl ARMS T~Af.SFER POL ICY IPURSUANT TO
SECTIONS 2B2 AtID 21~ OF THE INTWWIOfl.'L SECURITY ASSIS
TANCE ANO ARtiS EXPORT CONUOL ACT I WH ICH INCLUDES A SECTION
ON ARUS TRANSFERS TO LOW INCOME LDCS.

•• IN ADDITION. THE FOREIGrl ASSISTANCE lCT (SECTION
612 (S) REQUIRES US TO TAKE INTO AccourH. BEFORE FURNISWIG
DEVElopr,IENT LOANS. SUPPORTING ASSISTANCE. OR PL laB. QuOTE
(AI THE PERCENTAGE OF THE RECIPIErH OR PIJRCHASlflG COUNTRIES

BUDGET WH I CH IS DEVOTED 10 MIL I TARY PURPOSES; 'B! THE
DEGREE TO WHICH THE RECI.PIEN7 OR PURCHAWIG COUNTRY IS
USING ITS FOFEIGN EXCrlA~GE RESOUPtES TO ACQUIRE MILITARY
EQUIPM:IH; AI;D ;C· THE AI.l0UNT SPENT BY THE RECIPIENT DR
PURCHASING COUNTRY FOR THE PURCHASE OF SOPHISTICATED
IlEAPOIIS SYSTE~i. ~'IQIJDTE O:JR ACTIOflS IN CARRYI~jG OUT THIS
PROVISION MUST BE REPORTED A~NUALLY 10 TKE CONGRESS.

\.; ~. ACTION

A. IN CONSIDERATION OF 1HE PRESIDENT'S POol ICY STATEI.1EN1
_NO THE SECRETARY'S REPORT. AS WELL AS THE REQUIRtMErm OF

STATE 12215'

SECTION 628IS1 OF THE FOREIGN ASSISTANCE ACT, I AM TAKING
THE FOLLOWING ACTIO~

1. EACH GEOGRAPHIC BUREAU AND FIELD MISSION IS
HEREBY REQUESTED TO PROVIDE AN ASSESSMENT or THE IMPACT OF
OHENS{ EXPENDITURES ON EACH AID RECIPIENT'S ECONOMY AND
DEVElOPMENTAL PLANS. THIS ASSESSMENT SHOULD BE SUBMITTED
BY JULY I, TO THE COORDINATOR OF SECURITY ASSISTANCE IN
AIO/PPC.

2. THE COORDINATOR OF SECURITY ASSISTANCE trl AIO/PPC IS
HEREBY REQUESTEO TO PROVIDE ME WITH A CONSOLIDATED REPORT
OF THE ABOVE MENTIONED ASSESSMENTS, INCLUDING AN ANALYSIS
OF SAME.

3. THESE ASSESSMENTS MuST BE TAKEN INTO CONSIDERATION IN
THE DEVELOPMENT OF THE FISCAL YEAR 1919 BUDGET AND PROGRAM
PLANNING.

•• FROM NOW ON. REGIONAL AND COUNTRY ASSESSMENTS OF THIS
KIND Will BE EXPECTED ON A REGULAR BASIS, AND WILL BE
CONSIOERED IN THE DEVELOPMENT OF COUNTRY PROGRAMS.

S. IN PREPARATION OF THESE ASSESSMENTS. MISSIONS ARE
ENCOURAGED TO COORDINATE W'TH U.S. MILITARY REPRESENTATIVES
IN THOSE COUNTRIES WHERE UAP, FIAS OR IMET PROGRAMS ARE
PRESENT. VANCE

UNCLASS IFI EO
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1. Section l02(d) of the Foreign Assistance Act requires establishment
of criteria to assess host countries' commitment and progress towards'
certain development goals. The Agency's full report to Congress on
implementation of this new Section, Socio-Economic Performance Criteria'
for Development, is transmitted herewith.

2. The report and this message are sent for information purposes to
Missions whose programs are funded under Security Supporting Assistance·
legislation. Legally, the requirements of Section 102(d) apply only to
Development Assistance. However, it is the Agency's desire to take the
concerns of the new Section into account increasingly for all programs,
wherever there is no conflict with the requirements of Supporting
Assistance and other special categories.

3. Section l02(d) has critical implications for selection and design of
projects and for justification of budget decisions for FY 79 and beyond.
Therefore it is important for Missions to understand the attached report
and to respond to concerns of Section l02{d) explicitly when preparing
FY 79 budgets. The Agency has assured Congress (see esp. pp. 50-52)
that we will clearly bring the five broad categories and other concerns
of l02(d) into our FY 79 budget planning.
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Attachment: Socia-Economic Performance Criteria for Development
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A. Most fundamentally, based both upon statistics and
judgemental evidence. how is the host country doing
in each l02(d) category?

, .. ,. .:' <:~'> .'" '. ·..···;~,di.~~~t··
4.. When' rel.1able·:statistics· are available for assessing host country socjo-economic:
perforinance~:t1issiotls should use these data to help analyze' project selection :3lnd .:
program design'.',:~·But'since':sfati sti car:rel i abi 1ity h:very;l ow' in many of: ~ur.- 'emp~asis
sectors 'and .reci,pi.ent· countries, progress and ~ commi tment. shoul ~ .always' be.l:cons.i der~e~ ',';'
expl icitlyaJ so in light of the best· non-quantitative evidence "avallablei..···At.',~he .same .
time, increasing use of 'quanti tati ve soci o-economi c performafl~~.~r.iteria: and .analvses '.
w~11.beapprop!"~ ~ te for .AID programmi ngin . the 1o~g.r.u~.~..

5. ," ~;~. 're~~~~~~~~' ~ha t· i~·rovements·of re~i·Pi'~·~t~\' .•. sod o-economic :.da~aandassociated.
analyses are important,Jor the countries themselve·s'a~.well.. as·'for donors"- progralfflling ..
decisions.' Meaningful'long-run implementation of Section l02(d)requires LOC progress
in data development, for which an expanded AID technical assistance role is appropriate.
(See the,att~ched report,·pp. 52-54, and Annex C.) Mission comments on this ,matter are
welcomed. .

6. 'Both AID/W'and the Congress appreciate the difficulties for meaningful implementation
of the:legislation~ On the.other hand. Section ln2(d) is basically a continuation of
I\gency policies and program thrusts already inherent in the IINew Directions ll strategy.
Therefore the new Section does not imply any radical departure from actions already well
underway by most USAID's. Nor does it 'callfor significant new amounts .or types' of·
analysis not implicit in the New Directions~ We think the basic analyses and data'
implied by 102(d) are necessary in any event for sound DAPs, sector assessments and
ij feet documents.

7. The process of responding to l02(d) should not involve a special "add-on II to the FY
79 presentation. nor should it supply "boiler plate" statistics or data with low
reliability. Rather the five broad categories 'of 102(d) and similar concerns of the
legislation regarding host countries' corrmitment to and Jlrogress in achieving broad
based development should be worked into the Narrative Summary Statement. Wherever
feasible. Missions should indicate clearly how their project selection~and budget
decisions have explicitly taken into account reliable data and good judgemental
evidence that allow the Agency to assess host country commitment and progress toward
qoals consonant with l02(d).· '. .

B. In order to demonstrate in the ABS that they have explicitly and .systematically
taken Section l02(d) into account for FY 79 programming, Missions should consider each
of the following questions carefully. This list is representative rather than exhaus
~ive. It is meant as an aid to Mission thinking rather than as an outline for the ABS
presentation. On the other hand, larger Missions with adequate analytical staffs may
wish to present specific answers to each question.

AiRGRAM S~P~:.A-13;',HB. ( DEPARTMENT~: OF STATE:
. . {tM 2. raL--. ."r.: ~ ; . • ...• ,'. ,

CONTINUATION: :',; :'~"." '",
..,o....~" ~.,... . .. ¥. ,..•.>,... j ....__ ~ ..o•.~.:. . _ .
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el} small-farm agricultural productivity

(2) infant mortality
(
(3) population growth

(4) income distribution

(5) employment
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...& "'..c'.
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B. How do these patterns of performance compare to (l) the host country's own
historical records, (2) neighboring countries, and (3) the host country's '
declared national objectives?

c. What are the conflicts and trade-offs, real or perceived, (1) among the goals
of l02(d) and (2) between the host country's objectives and l02(d) goals?

D. How adequate, with respect to availability and reliability, are the host
country's statistics for, the five categories of .102(d)?

E. In the absence of reliable statistics on these categories, what is the genera'
reliability of other information to judge the recipient's commitment and
progress?

F. What studies and other information are available to judge the determinants
(seepp.'36-4l of the report), including non-controllable factors, of host'
country progress in each of the five categories? ' ,'. '

,G. What donor activities are now underway and what is the scope for AID and othf
donors to help the recipient country improve its information, statistics, ami
'socio-economic analysis relevant to development progress and its determinants
(See pp. 52-54 and Annex C, of, the' report. ) " ',., . ,

.. ' ._ v ~ • " .' " •

:J!~ -In what specific ways has the Mission been able to use available statistics
'other 'information on host country socio-economic performance or progress, to
sharpen'project s~lection and program'design? How can better information
(including both statisti,cal 'and non~statistical) on perfonnance and its "
geterminant5 be used in ,the future to improve our projects and programs?
~. '-,; ,'... ..~.~. '", ':' . .' -.' .~.:,.

9:,~:r'!J~ is~~.l,e~T)9AID/W that answ~rs to suchques!ions will be extrernelydifficultfoi
some,missionsand,evenimpossible in other cases~There is no intention hereto encou, . '. ".~,", :"'.' ,~ . ~y " _.. c.. "'~.' , ",~, •••• ,t, "

~l'm~nuf~f.~ufe.~u., answers~here ,re1i abl e data and goo(jjudgrnental', i nformati'!Jn·'do,not.e.J(i s
r~:is/~qually important, h,owever, to begin a systematic cataloguirig'of'information"

,~rel:evant.;JQ l02(dLand to.ident~fy the gaps in our 'knowledge,'about,individualcpuntrie
.' .. "

UNCLASSIFIED
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CHRISTOPHER

Congress has given the Agency considerable flexibility in Section 102(dY., with due
recognition of the conceptual and statistical problems involved. but we must make it
clear that the Agency, is responding to legislative concerns in good' faith and"with'
rea sonab1e promptnes5.,

10•. In keeping with the initial nature of this guidance. the ex~ent t~ which the
concerns of l02(d) are reflected in the FY 79 budget and project selectionswil.1 be',
evaluated later in C¥ 77, along with the proposed technical ~ssistance for.. LDC.sta~. , ,
tistical development that is discussed in Annex ,C ()f the, full reportQn 102(d)." Missio.n ~
opinions are solicited. optionally. for use in revising this guidance for FY 80;
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/Iddress questions about this po/icy determination to:

Address questions concerning this Policy Determination to PPC/PDA.

~~JLQYt1ENT AND INCOME DISTRIBUTION OBJECTIVES.
FOR A.I.D. PROGRAMS AND POLICIES

EFFECTIVE DATE PAGE NO.

Sup B1 to HB 2 (TM 2:1)
PD-48
October 2, 1972

OE.PARTMENT OF STATE
A$e:N~~FORINTERN,t\TIONA4 DEVELOPMENT

TRANS. MEMO NO.

M, Position 9
B-6, Position 9
B-4, Position 5
C-2

Implementation of the Agency approach to employHlent and income
distribution calls for both specific new actions and for more
systematic and continuing emphasis on these considerations in
the way the Agency conducts its on-going activities. Specific
new actions include the development of economic policy guidance
(item 1) by PPC/PDA; the development of sectoral and project
guidance (item 2) by task forces composed of staff from PPC, TAB,
PHA, and the regional bureau and staff offices; reoriented training
of LDC administrators and technicians (#4) primarily by OIT;
evaluation (#8) hy ppe/PE; research (#9) by PPC/PDA, TAB, the
bureaus and the Missions; and the orientation and training of A.I.D.
staff (#10) by SER/PM. Responsibility for more systematic and
continuing emphasis on employment and income distribution as called
for in connection with human resource development (#3), public
works (#5), agricul ture (#6), and industry (#7) falls primarily on
the regional bureaus and Missions as does implementation, within
the gUidelines to be developed, of approaches to economic planning
(#1) and sector/program/project formulation and appraisal (#2).

V72£!I
Thomas M. Arndt
Executive Secretary

The attached Policy Determination, "Employment and Income Distribution
Objectives for A. 1.D. Programs and Policies," has been approved by the
Administrator as Agency policy. The measures outlined in the Policy
Determination are elements in a continuing process of examining ways
in which employment and income distribution can be taken into sys
tematic and sustained account to coordinate broader development
objectives with growth.

DI ST.RI BUTION;
A. 1.D. List
A.1.D. List
A.1.D. List
A.1.D. List
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POLICY DETERMINATION

EMPLOYMENr AND mC<M: DISTRIBUTION
OBJECTIVES FOR A.I.D. PROORAr.f> AND POLICIES

Background of the Problem

Despite creditable aggregate growth performance over the
past two decades, substantial segments of the population in LDCs
are not sharing proportionately in the benents of growth. This
unequal participation in the benefits of development is manifested
in two particularly conspicuous -- and related -- respects:
(1) persistently high underemployment (or low productivity employ
ment) and (in some countries) unemployment, and (2) highly unequal
income distribution.

In addition to the human misery they entail, inadequate
employment opportunities and highly unequal income distribution have
at least two important implications: first, the waste inherent in
the under-utilization of human resources, the most abundant resource
of most developing countries, retards the development process; and,
second, the frustrations generated by perceived unequal participation
in the benefits of development, and especially by open unemployment,
constitute a potential source of disaffection and unrest which could
undermine the development process. Meaningful development involves
broad popular participation in the development process and in its
benefits, including progress toward meeting the basic needs of people,
both their material needs for food, health, shelter and security
and their less readily measured but also important concerns for social
justice and human dignity.

Three important causes of the present situation are (1) the
population explosion of the 1950' sand 1960' s which is now being
reflected in labor force growth rates of 2 to 3% in most developing
countries; (2) the transfer of technology developed by and for
industrialized count~ies and therefore often inappropriate for coun
tries characterized by relative scarcity of capital and abundance of
labor. a process which is encouraged by'policies which distort factor
prices by undervaluing capital and overvaluing labor; and (3) an
institutional structure (e.g., in credit, land tenure, education,
agricultural extension, etc.) which tends to favor well-established
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enterprises and interest groups and to provide inferior access for
small operators in agric\\lture and industry.

Issues

Donor agencies, including A.I.D., inevitably affect employ
ment and income distribution in many ways, notably (1) the types of
technological and capital transfer which they finance; (2) the
orientations of the LDC institutions the development of which they
support; (3) the effect of these transfers on what the developing
countries do with their own resources (i.e., the demonstration effect);
(4) the training in developed countries which they provide for LDC
administrators and technicians; and (5) the general planning advice
they give to LDC governments.

In addition, the employment problem in particular reemphasizes
the critical need to reduce POPUlation growth rates. The efforts of
A.I.D. and other donors to help LDCs reduce fertility should, in the
long run, have a major impact on the number of entrants to the labor
force and thus on employment.

A.I.D., along with other donors and LDC governments, has
recently become increasingly concerned about employment and income
distribution and has adopted a number of measures to take these issues
into account. It is necessary, however, for A.I.D. to give more
systematic attention to the employment and income distribution impli
cations of all of the programs, projects, and policies it supports
so that, at a minimum, these ~ contribute to an alleviation of these
pressing problems. At the same time it should be recognized that
central responsibility for de8~ing with employment and income distri
bution falls to the LDC governments and that the role of A.I.D. is
marginal and should conform to the collaborative style.

This emphasis on employment and income distribution does not
mean exclusion of oth~r essential elements of the development process
or indiscriminate support for any approach which promises to increase
employment or reduce income inequality regardless of other consequences
and of costs; continuing growth remains essential. The important point
is that development must be considered within a conceptual framework
which includes these two aspects. An approach to the development of
a set of policies and programs which will promote growth, employment,
and equity as coordinate objectives is outlined below.
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Implementation

The following measures will affect a number of Agency
activities. They are intended as elements in a continuous process
of examining ways in which employment impact and benefit distri
bution can be taken into account in a systematic and sustained way.
It should be recognized, however, that there are no easy answers
or panaceas for employment and income distribution problems; the
purpose of this Policy Detennination is not to prescribe answers
but rather to call attention to the need to give adequate considera
tion to these problems.

1. Economic Planning Guidance

Employment and income distribution should be taken
into account in economic planning discussions. To facilitate this
process, guidance will be developed for the use of A.I.D. officials
and consultants who participate in consultative group meetings or in
other w~s are involved in the discussion of general economic policy.
The primary emphasis will be on the ways in which employment can be
adversely affected by distortions in exchange and interest rates,
tariff, tax and wage policies as well as foreign exchange and invest
ment allocation systems and other economic policies. The purPOse is
to indicate to LDC governments the benefits of adopting policies and
practices which contribute to the establishment of factor prices more
closely reflecting factor availabilities. Ruch measures are desirable
in any case and should be adopted even if there were no employment
and equity problems. They would improve rf'$OUrCe allocation and there
fore support rapid growth. The crucial longer-tenn importance for
labor force growth of measures to reduce fertility should also be
indicated.

2. Sector Program a~oject Guidance

Capital and technical assint,e.nce project proposals will
be required to include a section explaining What attention was given to
employment and income distribution considerations. Missions will be
expected to address these questions in the formulation and appraisal
of capital and technical assistance programs and projects. (If no
consideration was given, an explanation should be provided of why such
consideration was omitted.) Proposals will be reviewed with an eye
to how these issues are treated.-

(TM 2:1)
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In order to facilitate the integration of employment &nd income
distribution considerations at the sector, program, and project levels,
a set of interrelated critical questions will be developed for each
important sector (with special questions fo!' important subsectors ) • .:~
The questions will be designed to explore how different socio-economic ~

groups are affected -- both favorably and adversely -- in terms of
their access to employment and ~o resources and opportunities -- and
the consequences thereof for income distribution. Attention will also
be directed to analysis of the conditions which must be established and
the types of policy and institutional change required for programs and
projects intended to reach segments of the population which have not
previously participated significantly iri the development process. In
collaboration with host country governments, explicit consideration
should be given to technical and institutional alternatives of a pro-
posal with different employment and income distribution implications.

When factor prices are distorted, shadow rates, especially for ('.
foreign exchange, capital, and labor, should be considered in the design ~
and appraisal of proposals. Agency guidance in the use of shadow prices
will be developed.

3. The Development of Human Resources

The potential of human resource development programs in
health, nutrition, education, training, and family planning to create a
more employable and productive labor force, raise social mobility,and
expand the opportunities open to the poor should be fully exploited.
In its continuing support for such programs A.I.D. must exercise care
and selectivity, however, to assure that they in fact benefit the
poor and thus exercise an equalizing effect rather than benefit pre
dominantly the already privileged and thus further skew the distribution
of income. This calls for careful ano.lysis of the benefit incidence of
human resource development programs. To support this effort research
will be undertaken to explore' what socio-economic groups benefit from
different types of human resources development programs. Education and
training must be made relevant to productive employment.

4. Tqe Training of toe Administrators and Technicians

The foreign training provided for LDC administrators,
engineers, economists, educators, and other'experts should be oriented
to the conditions of developing countries, with special attention to
the employment and income implications of public policies (such as
those outlined under item 1 above) a.nd of technology. Administrators
and technicians brought to the U.S. for training are exposed to

t.··.··..·.'·;···..·.,

~n..'.t..,
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techniques and approaches which are functional for capital-rich
labor-scarce economies but often dysfunctional for the capital-scarce
labor-surplus developing world. As a major supporter of such training,
A.I.D. Should arrange for the development of materials emphasizing
the creative adaptation to LDC conditions of techniques learned in
the U.S. and for their introduction into training programs. The
potential of third country training programs which include attention
to the adaptation of technology to LDC conditions should be explored.

5. Labor-Intensive Public' Works

Consideration should be given to expanded A.I.D. support
for public works which lend themselves to labor-intensive methods
(such as the construction of farm to market roads, drainage, irriga
tion, terracing and conservation, housing, etc.) by food assistance
and other means. Such programs can contribute to the creation of useful
infrastructure as well as provide employment. It is important to
identifY and distinguish between the immediate employment benefits
and the longer-run use benefits, which maY accrue to the wealthy. For
this and other reasons more serious and systematic analysis of their
socio-economic impact and administrative arrangements is required to
improve their productivity and make their impact more equitable.

6• Agriculture

In A.I.D.'s extensive involvement in programs in the
agriculture sector, increased emphasis should be placed on problems

. of employment and income distribution, in particular on problems of
the small farmer and landless laborer. Relevant programs and policies
A.I.D. should consider supporting in appropriate circumstances include
such things as small farmer credit and cooperatives; land reform
and land tenure (including cadastral surveys); the development of
efficient technology applicable to mnall farms; and removal of sub
sidies or imposition of taxes on labor-displacing equipment. For
many members of this target group development necessarily means the
increasing importance over time of urbanization and non-agricultural
purluits. The close interdePendence of the rural and ur~an sectors
cannot be overlooked in seeking to deal with the difficult problems
of smail farmers and landless laborers~
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7. Industry

Although A.I.D. is not heavily involved in industry l'~

sector programs, where it is so involved emphasis should be given .."
to support of programs and policies which make for increased employ-
ment and improved income distribution. Elements in this approach
include generally favoring labor intensive technologies in industry
where feasible and encouraging small scale firms (which tend to be
labor intensive) through elimination of economic policies which dis-
criminate against them, development and dissemination of appropriate
technology, facilitation of subcontracting arrangements, and strengthen-
ing credit and other types of institutional support (e.g., technical
advice, marketing, etc.) geared to the special needs of small pro-
ducers. Where appropriate, export promotion activities should be
linked to employment considerations since frequently the comparative
advantage of LDCs in exporting manufactured products is in labor- ~
intensive industries.

8. Evaluation

A.I.D. will initiate a process for eValuating on a
regular basis its projects in terms of their benefit incidence,
including selected completed projects as well as current ones. A
select number of past projects should be evaluated for their benefit
incidence, especially employment and access to resources and oppor
tunities. Whenever possible, provision should be made for local
social scientists to participate fully in the design and implementation
of the evaluations. ~

9. Research

In order to develop improved understanding of the nature
and dimensions of the employment and income distribution problems in
LDCs and of the ways in which they are affected by different types of
policies, A.I.D. will, in collaboration with international and national
institutions, support improvement of the concepts and the measurement
of employment and income distribution in LDCs. In its own research
strategy A.I.D. will give special priority to research undertakings
designed to increase understanding of employment and income distriLution
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in relation to other economic and social parameters and lead to
conclusions about measures which could be utilized by LDC governments,
and donor agencies. Full participation of LDC institutions and
scholars in such research will be encouraged. A.I.D. missions are
encouraged to stimulate and support LDC research in this area.

10. Organization of A.I.D. and Orientation of A.I.D. Staff

The primary responsibility for incorporating employment
and income distribution considerations "into A.I.D. activities must
rest with the Missions because of their,greater familiarity with the
specifics of country situations, their continuing dialogues with LDC
governments, and their role in conceiving and developing programs
and projects in collaboration with local institutions. The Am/W
regional bureaus also have a major role to play as they review the
proposals submitted by Missions. Missions and bureaus will make
their own arrangements to assure that these functions are adequately
performed. The Bureau for Program and Policy Coordination will be
responsible for overall guidance and for developing the Economic
Guidance and relevant evaluation; it will, in collaboration with
other bureaus and staff offices, play a maj or role in developing
sector/program/project guidance; and it will assist other bureaus,
where appropriate, to implement their respective responsibilities
under this determination. PPC and the Technical Assistance Bureau
will continue to be jointly interested in centrally funded research on
these problems. TAB can also provide significant technical support
in a number of technical areas, notably agriculture, industry, and
human resource development.

Successful implementation of an employment-expanding and
income-equalizing thrust clearly requires widespread understanding
by A.I.D. staff of the nature of these problems and of the various
instruments available for dealing with them. Training to enhance
staff sensitivities and capabilities in this area will be undertaken
by SER/PM in collaboration )\'ith PFC.

11. Expression of Views on EmplOyment and Income Distri
bution

A.I.D. should put forward the,se views on employment
and income distribution when dealing with other U.S. Government
agencies, private organizations, multilateral and bilateral donors,
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and, in appropriate collaborative style, with the governments of
IDes. A.I.D. officials participating in meetings with other donors
should call attention to emplo,yment and income distribution con
siderations when these are relevant to discussions either at the
policy level or at the level of particular project activities.

Approved:

Date:

Administrator
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AGENCY FOR INTERNATiONAL DEVELOPMENT

·lddress 'Illes/iolls I1I/{wt this I'{J/in' de(('rl1/11111Ii"i! I,,:

Address questions concerning this Policy Determination to OLAB.

A. The office of Labor Affairs with limited central funds will continue
high priority selective programs in the labor-manpower area.

P,4GE NU.

(TM 2: 1)
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TRANS. MEMO ~JO.

Policy Determination on Labor-Manpower
(Administrator's Transmittal Message)

1. I have approved the attached Policy Determination on Labor
Manpower. The central responsibility for alleviating problems
of skill shortages, low worker productivity and inadequate
employment opportunities, and for enhancing the quality of life
for working men and women falls to the LDC's themselves, but in a
manner consistent with its collaborative style, AID should try to
be helpful in seeking solutions to these developmental problems.

2. Although AID has a significant interest in the labor-manpower
institutions and policy development, this does not necessarily mean
that Missions are expected to mount such bilateral projects. This
and several other points were brought out during the clearance process.
Some Bureaus asked that particular attention should be called to the
following: (It is intended to spell these points out in greater detail
in the two labor-manpower handbooks now being written.)

C. Paragraphs II.E.2. and II.E.3. state that AID labor-manpower
development assistance should give priority attention to the AID
sectors of major concern and to support of the Policy Determination
on Employment and Income Distribution. In terms of such sectors as
agriculture, health, and education, II.E.I. calls for due consideration

Fill' liS: AID HANDBOOK

B. AID field Missions in mounting their development assistance
programs--e.g., in agriculture, nutrition, education, health, family
planning--should address the goals and objectives outlined in the
Policy Determination. Paragraph II.E.7. provides, however, that the
primary responsibility for incorporating labor-manpower considerations

~ into AID activities rests with the Missions and Regional Bureaus.
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F. With respect to free labor unions and increased participation by
workers in the economic and social development process, the following
provisions of the Policy Determination are especially relevant:

of labor-manpower inputs and outputs in the development of the
pertinent sector analyses and strategies. For example, where skill
shortages are holding back the attainment of output goals, a skills
training input should be considered. As another example, in some
cases a family planning goal can be advanced by means of a labor
union-sponsored education program or with the involvement of a women's
bureau.

- II.D., Labor-Manpower Institutions, provides that AID's develop
ment assistance should assist the people of the LDC's in their efforts
to build the institutions, such as free and responsible labor unions,
which will meet the aspirations of workers and their families for a
better life, with freedom.

- I., Policy, states, "It is AID policy to assist, bilaterally
and multilaterally, less developed countries in their self-help efforts
to strengthen the capabilities of labor unions ... for enhancing the ...
freedom and welfare of working men and women."

- II. C., Welfare and Freedom of Workers, states, "In providing
development assistance, AID should encourage ... the development of
strong, independent, responsible and democratic organizations of
workers ... (and) the involvement of working men and women in the
development process ... such as ... consultation (by relevant govern
mental institutions) with the representatives of the men and women
affected by the measures to be taken, and in particular representatives
of free employers' and workers' organizations."

E. However, in the case of Section 601 of the FAA stating that "it is
declared to be the policy of the United States ... to strengthen free
labor unions," the Regional Bureaus and Missions, through ongoing sub
stantial contracts with the American Institute for Free Labor Develop
ment (AIFLD), the African-American Labor Center (AALC), and the
Asian-American Free Labor Institute (AAFLI), will continue to be
supportive of the goals and policies contained in the Policy
Determination.

2

D. The policy itself and II.E.5. and 6. point out that AID should be
supportive of the international--e.g., International Labor Organization
(ILO)--and regional--e.g., Organization of American States (OAS)--efforts
in the labor-manpower area.. Many of the activities can be carried out
beneficially by the relevant multilateral institutions.

PD-52
May 2, 1973
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- II.E.4., covering U.S. Labor-Manpower Development Assistance,
stresses that AID personnel should recognize that the preferred mode
of labor-manpower development assistance is joint problem-solving with
the recipient COtmtry and that "in this connection, shall also seek the
views of employers' and workers' organizations in the cotmtry or area
of the assignment."

G. It should be noted that the Policy Determination is concerned with
the problems and aspirations of the rural labor force as well as those
in urban areas. For example, in some developing cotmtries, there are
viable labor tmions of plantation workers, campesinos, and employees
of ministries of agriculture or rural development. Other LDC's have
established a farm placement service within the overall national employ
ment service. As two final examples, LDC labor and price statistics
institutions often collect and disseminate employment, wage, and
tmemployment data for rural workers and, often standard minimum wage
legislation has to be adjusted to take into consideration special
factors associated with farm labor.

Attachment:
Policy Determination on Labor-Manpower

(Initially disseminated as AIDTO CIRCULAR A-499 , May 2, 1973.)

DISTRIBUTION:
AID List M, Position 24
AID List B-6, Position 24
AID List B-4, Position 5
AID List C-2
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Policy Determination on Labor-Manpower

I. Policy

It is AID policy to assist, bilaterally and multilaterally, less
developed countries in their self-help efforts to strengthen the capa
bilities of labor unions, labor ministries, and other labor-manpower
institutions for enhancing the skills and utilization, employment
opportunities, productivity, freedom, and welfare of working men and
women.

II. Principles

The following basic principles apply to this Policy. For pertinent
operating principles and procedures, reference should be made to hand
books on (a) strengthening free labor unions, and (b) labor-manpower
programs and institutions. These fundamental principles are interrelated
and, when properly applied, can be mutually reinforcing and often
synergetic.

A. General

1. The ultimate objective of development assistance under this
policy is sustained improvement in the well-being of the individual
worker and his family.

2. The basic principles should take due account of the stage
and level of economic and social development of the country concerned,
and should be pursued by methods that are appropriate to national
conditions and practices.

a. This proviso is particularly important in view of the
critical problem of unemployment and underemployment in developing
countries. Policies and programs designed primarily to promote the
welfare of wage and salary workers may, if pursued too vigorously, be
inimical to the promotion of job creation for the entire labor force.
In many developing countries wage earners constitute a relatively small

~ proportion of the entire working-age population.

b. Important complementary approaches to expand productive
employment for the entire working-age population include policies,
programs, and institutions on the labor-demand side to create new employ
ment opportuni ties and on the 1abor-supply side to enhance the employability
of the labor force through manpower and human resource development programs.

B. Manpower Development and Utilization

Enhancement of the occupational skills of members of the labor
force and their productive employment in industry, agriculture, and
commerce are essential to economic growth and a reduction of the incidence

~ of poverty. In providing development assistance, AID should encourage:
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1. On-the-job and employing establishment-related training,
retraining, and skills upgrading in public and private services and
undertakings, including understanding and observance of labor legisla
tion, the background and reasons for free labor unions and their role
in economic and social development, and the methods of consultation
and cooperation between management and workers, particularly in regard
to the introduction of technological change, productivity measures, and
redundancy. .

2. Workers, management, and their associations to make a
positive contribution at the work place, public and private, to industrial
relations, with stress on means for resolving worker grievances, the idea
and practice of negotiations, consultation and collaboration in labor
relations, the opening of communications between workers, management and
government, and improving working conditions.

3. The recipient nation to declare and pursue, as a major goal,
an active policy designed to promote full, productive, and freely chosen
employment, with a view to stimulating economic growth and development,
raising levels of living, meeting manpower requirements, and overcoming
unemployment and underemployment.

4.. The best possible organization of the labor (employment)
market, including recruitment and placement, employment counseling,
labor market infonnation, and job development, as an integral part of
the national program for the achievement and maintenance of full
employment.

5. The appraisal and modification of policies and programs
relating to human resources development, fiscal and trade policies,
and those policies affecting the cost and supply of capital in the
light of their effect on the productive employment and welfare of
working men and women.

c. Welfare and Freedom of Workers

Economic growth is not the end purpose of development, but
rather is one of the means for attaining development objectives. A
major such objective is to meet the aspirations of workers and their
families for' a better life, with dignity and freedom, and to help
spread the benefits of economic progress among the wage and salary
components of the labor force. In providing development assistance,
AID should encourage:

i... · .. ':·..;..~·,
V
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1. The development of strong. independent. responsible. and
democratic organizations of workers. which can engage in collective
bargaining and perform other useful functions in the improvement of
the economic and social life of their members.

2. Conformity with the basic aims of the ILO Conventions on
the use of forced or compulsory labor and freedom of association and
collective bargaining.

3. Freedom of choice of manpower training and employment and
the fullest possible opportunity for each worker to qualify for and to
use his skills and endowments in a job for which he is well suited.

4. The point of view that wage policies fulfill several
purposes: (a) they often provide opportunities to use the incentive
effect of increased income to support increased productivity; (b)
they can facilitate the transfer of skilled labor from the less
efficient to the more efficient industries; (c.) they influence the
advancement of skill improvement; (d) they may improve the quality of
life for workers and their families; (e) they affect the internal
market for goods and services; (f) they should seek to be consistent
with the promotion of better income distribution and employment oppor
tuni ties for the total population; and (g) they are part of overall
development policies and hence subject to such constraints as guidelines
on productivity, growth, and cost of living.

S. The understanding that the regulation of minimum wages is
an essential element of social and economic policy. since it insures a
fairer wage for underpaid workers and for those who are unable to
negotiate equitable remuneration. realizing that standard minimum wage
legislation cannot be universally effective in the traditional sector
and that modern sector minimum wages should bear some reasonable rela
tionship to rural family incomes. to the effect on rural-urban migration
and urban unemployment. and to the need for job creation in the·
industrial sector.

6. Social security as an instrument of genuine social policy
and a more just distribution of the national income. since the wage
earner and his family are almost wholly dependent on the income from his
employment and income maintenance programs are main instruments for
dealing with problems of work-related injury. involuntary unemployment.
sickness. invalidity. old age. and death of the breadwinner, realizing
that social security and other instruments for enhancing worker welfare
should also take due account of the health of the economy. methods of
financing social security. and such other national goals as employment
and income-earning opportunities among other groups in the labor force.
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7. The development and enforcement of the country's legal
provlslons relating to conditions of work, such as provisions relating
to hours, wages, safety, health and welfare, the employment of children
and young persons, and other connected matters consistent with local
circumstances.

8. Inclusion in overall development programs of the basic aims
and standards of the ILO Convention on child labor and on social policy.

9. The involvement of working men and women in the development ".....'..'~
process through their participation in relevant private and governmental ~

activities and institutions, such as the formulation and implementation
of manpower, employment, social security, labor standards, industrial
relations, and skills training policies and programs in consultation, at
all stages, with the representatives of the men and women affected by the
measures to be taken, and in particular representatives of free employers'
and workers' organizations and the accessibility of the machinery for
implementing these policies and programs to those whom they are intended
to serve.

D. Labor-Manpower Institutions

In providing development assistance, AID should assist the people
of the less developed countries in their efforts to build the economic,
political, and social institutions which will meet the aspirations of
workers and their families for a better life, with freedom. These
institutions include:

1. Free Labor Unions

Free and responsible labor unions, enjoying the right to
engage in collective bargaining, can have an important role in the process
of modernization and the social and economic development of the less
developed countries. For example, by acting as forums for the exchange
of information and instruments for attitudinal change on vital development
issues, such as bringing to the fore difficult questions of social welfare t'~~

and equitable distribution of income, seeking to improve the conditions ,.,
under which the commitment of labor to industry takes place, and helping
advance population and family planning goals, labor unions may strengthen
the forces in a society which are impelling it to modernize.

2. Ministries 'of Labor

Ministries of labor are a part of the social conscience of
the governmentj they are the public agencies that can mobilize, prepare,
and promote the well-being of working men and women.. It is essential that
the ministers of labor play an active role at the national and interna
tional level in order to achieve more rapidly and effectively social and
economic development objectives. There can be no effective development.
unless the legitimate rights of working men and women are recognized and
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their aspirations are expressed in terms of concrete achievements
involving such factors as wages, employment, working conditions, and
social security. In all these tasks, the ministries of labor have a
vital role to play. They bear particular responsibility for seeking
those solutions to problems of social and economic development which
will not place the greater burden on the weakest and most disadvantaged
members of society.

3. Labor Statistics and Research Institutions

~ The planning, implementation, and evaluation of sound
labor-manpower policies and programs have been hampered in most develop
ing countries by the absence of an institutional capability to produce
reliable, current labor-manpower statistics and to engage in efforts to
improve their labor force, wage, price, hours, and productivity research
and statistics in order to, among other objectives, formulate realistic
quantitative targets for employment, to measure the trend in real
earnings and productivity, and to provide needed insights directed at
the amelioration of work-related problems of the labor force.

4. Industrial Relations

Institutions able to contribute to constructive industrial
relations need to be strengthened. The creation of permanent machinery
to establish regular relations between employers' and workers' organiza
tions and to give them the character of fruitful cooperation consistent
with their respective contributions to national development should be
encouraged. In particular, an effective system of cooperation and
consultation should be established between the State and employers' and
workers' organizations with regard to questions of social policy and
labor legislation.

5. Labor Standards

Institutions able to contribute to constructive labor
standards also need to be strengthened. Labor legislation should be
accompanied by an effective system of inspection that would guarantee
compliance and enable the workers to share in the benefits of economic
development.

6. Employment Services

Effective employment services are required to assist workers
in finding suitable employment, and employers in finding the best qualified
workers, and to disseminate information on labor needs and employment
opportunities.
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7. Skills Training

The skills training, particularly on-the-job, capabilities
of government, employers, labor unions, and professional societies should
be strengthened, so that increased training and job opportunities are
available to all workers, organized and unorganized, in both rural and
urban areas, and especially to the unemployed, underemployed, and
inadequately trained employed workers.

8. Social Security

The success of social security programs requires efficient
administration. Steps should be taken to insure that the workers and
their families covered by social security legislation are really covered
in practi ce.

9. U.S. Employers

The labor-manpower policies and practices of U.S. firms
with overseas operations can have an important effect on U.S. and
recipient-country development interests. Steps should be encouraged for
these firms to establish good industrial relations, manpower training,
and fair labor standards policies and practices in conformity wi th
international standards and local legislation.

10. Universities

Institutions of higher education should be encouraged to add
to their curricula courses on labor-manpower economics, labor and price
statistics, labor-management relations and collective bargaining, social
security, manpower and employment development, utilization and welfare,
and other sub jects within the framework of social and economic
development.

11. Advisory Committees

Worker participation in development efforts should be ~

advanced by the establishment of committees, on which labor along with
other interested groups are represented, as advisory bodies to national
and local public agencies concerned with policy and programs in such areas
as manpower and employment development, labor legislation, social security,
and overall development policies affecting the welfare of working men and
women.

12. Women's Bureaus

Developing countries should be encouraged-to advance the
status of working women by establishing viable women's bureaus and to
strengthen them where they exist.
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Within the frame of reference of AID Policy Determinations on
overall development assistance, AID direct-hire, PASA, and contract
personnel, in carrying out the above policy and basic principles, as
appropriate, should:

1. In sector analyses and strategies, give due consideration
to the role of labor-manpower policies, programs, institutions, and
attitudes related to the formation, allocation, utilization, incentives,
statistics, and welfare of working men and women required to achieve
sector objectives.

2. Encourage, as appropriate, the identified country 1abor
manpower institutions to give priority attention to members of the
labor force affecting the following sectors: health and family planning,
agriculture and food production, and education.

3. Give special attention to relating labor-manpower development
assistance programs to the Policy Determination on Employment and Income
Distribution (PD-48).

4. Recognize that the preferred mode of labor-manpower develop
ment assistance is joint problem-solving with the recipient country; in
this connection, shall also seek the views of employers' and workers'
organizations in the country or area of their assignment and communicate
to these organizations copies of available reports.

5. Seek to implement the relevant provlsl0ns of the Interna
tional Development Strategy for the Second United Nations' Development
Decade, the resolutions establishing the ILO's World Employment Program
and its regional manpower-employment components, the OASIs resolutions,
particularly those passed by the Inter-American Conferences of Ministers
of Labor on the Alliance for Progress, and officially U.S.-supported
resolutions adopted by other multilateral organizations such as the
World Bank Group and the Organization for Economic Cooperation and
Development.

6. Collaborate with the above international and regional
organizations toward the end of participating actively in joint
programming, consultative groups and consortia, and of making available
to them American experience and expertise in the solution of developing
country problems in the fields of labor, manpower, employment, and
worker welfare.

7. The primary responsibility for incorporating labor-manpower
considerations into AID activities must rest with the Missions because
of their greater familiarity with the specifics of country situations,
their continuing dialogues with host governments, and their role in
conceiving and developing programs and projects in collaboration with
local institutions. The Regional Bureaus also have a major role to play
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as they review the proposals submitted by Missions. Missions and
Bureaus will make their own arrangements to assure that the functions
are adequately performed. The Office of Labor Affairs will be responsible
for overall technical guidance, and, in collaboration with the Bureau for
Program and Policy Coordination and the Bureau for Technical Assistance,
will be responsible for developing the Economic and Social Guidance and
relevant evaluation and centrally funded research in the labor-manpower
area; will, in collaboration with other Bureaus and independent Offices,
playa major role in developing sector/program/project guidance; and
will assist other Bureaus and Offices, where appropriate, to implement
their respective responsibilities under this Determination.

8. AID, in its recruitment, inservice training, details, and
assignments, should include labor-manpower professionals, such as labor
economists and labor-manpower officers.

III. Legal or Administrative Antecedents

FM Sections 102, 201,207,211,251,281, 29l,and 601;
M.O. 204.7 and M.O.'s 1612.40; State Department Policies.

Approved:

Date:

~~~~4
OHN A: HANNAH
dministrator

L.f -30-l o
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. FROM THE ADMINISTRATOR

Private and Voluntary Organizations

AID/Washi ngtonF~OM -

SUBJECT -

FOR MISSION DIRECTORS, AID REPRESENTATIVES AND AID AFFAIRS OFFICERS

This message is to advise you of the Policy Odermination that AID will
encourage greater participation by private and voluntary organizations*
in development ass.istance. This new program emphasis stems from our con
viction that greater PVO participation in the development process is
meri ted and ourrecogni ti on that both pub11 c op1 "ion and the 1ni ti ati ves
di rected by the Congress support increased parti ci pation. An Overseas

'Development Council· survey has reported the confidence which the American
public has in voluntary agencies as channels for assistance. TheCon
gressional view is contained in broad context in the Foreign Assistance
Act of 1973. .

I.~O.

AATA
PHA

AFR 25
PPC '7
AAID
EXSEC
AG REFERENCE ...
ASIA 15
liSA B ],
aSAB
LA 28
/'

STATE

CHRON
1 2 3 If
a

As ·a first step toward increasing PVO participation, I directed that AID,
jointly with the Advisory Conm1.ttee on Voluntary Foreign Aid, convene a
Development Assistance Policy Conference with U.S. private and voluntary
organizations in Washington, D. C. This took place April 29th and 30th, 1974•

. *NOTE:' Private and Voluntary Organizations (PVO's) are U~.). and other

. organizations which are philanthropic or public service oriented, non
proftt, non-po11 ti cal and non-governinentaL Cooperati ve organi zati ons
are in~luded.Not 1nc1uded are universities and other primarily educational
institutions, and research organizations which are being meaningfully engaged
in development assistance through existing AID program arrangements.
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The presentation and discussions of the conference focused on AID's emerging
po1icy to i "crease its co11 aborati on wi th the pri vate and voluntary organi za
in meeting development needs •. The conference went a long way to wprking
out the guidelines for PVO participation in development programs. A report
on the Conference will be transmitted to. you in the very near future •.
The FY 1975 bUdget request proposes that funds be set aside to enable AID
to finance increased PVO activity pursuant to the authorizing language .

.In the FY 1975 budget request we propose to administratively earmark $6
million to fund new projects to be Jmp1emented by PVO's. In this case
"new" means eit~er projects that are new or on-going projects which bring
in PVO's as imp1ementors for the first time. Projects related to emp10y-'
mentcreation and equitable income distrib.ution.and projects in the
priority areas of food and nutrition. family planning and health. education
and human resource <level opmentwh1ch engage the resourcesand,capabi 11 ti es of a
private and vol unary agency will b~ eligible for consideration •• These. are
expected to be within national or regional priorities agreed to by A.l.D.
and the host LOC. as well as applicable agency and regional bureau program
gUidelines. although you may wishtoconsiderr:e-examining these with
avi'ew to raising the prlorit,yofa particular. project which. where exe-
cuted by a PVO. wi 11 have the benefit of s i gni fi cant pri vate resources.
human and material. mobilized by that organization. The principles of
sound development assistance project design would apply.

In addition. funds are also being reserved in the FY 1975 budget request
for Development Program Grants. Theta grantswU1 be made. available to
eligible PVO's to. etssistthem in improv,ing their capa~ity·toplan~design•

. manage and evaluate programs and projects consistent with the Objectives
of the new foreign assistance legislation. These grants wi.llalso enhance
the capability of PVO's to work withLDC's in identifying development
needs and planning projects to me,et those needs.

I recognize that both the increased involvement o( PVO's'and the process
of considering possibfl ities.fo.rtheil\invo1 vement mayi Ai tially illlPose
additional burdens onour'overseas Missions. It is an indi~ationof
the 1mportance ,I attach to 'thiseffort that Tam as king you to turn' your
attention·to it. As the' PV.O'sbecome more experienced a,nf:i ~ir develop
·ment capabilities are increase6 by grants for. that purpose. the require
ments for U.S.A.I.D. monitoring will diminish.

AIII'WM (HI)
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Address questions concerning this Policy Determination to PPC/ACS.

Address questions about this policy determination to:

PD-60
September 16, 1974

(TM 2: 1)Sup B4 to HB 2

3. This policy rests on the following tenets:

INTEGRATION OF WOMEN INTO NATIONAL ECONOMIES

a. Inclusion of women in development must be a
conscious concern. Equity and equal opportunity are basic
to the developmental process of any country.

The Amendment gives Congressional endorsement to the
increasing concern of the development assistance community
and developing countries that women participate fully in
the tasks and benefits of economic growth. Sections 103
to 107 of the Act, to which the Amendment refers, calls
for concentrating AID resources on critical development
problems, including food and nutrition; population planning
and health; education and human resource development;
selected economic and social development problems; and
support of the general economy of selected recipient
countries and international organizations.

2. Development of programs and activities pursuant
to the Percy Amendment, and in accord with the basic policy
concepts stated above, will be a responsibility resting
with field missions and with all offices and bureaus in
AID/W. The primary emphasis will be on the integration of
women as both agents and beneficiaries in the mainstream
of the Agency's programming.

1. It is AID policy to implement fully the Percy
Amendment through the inclusion of a role for women in all
of the Agency's programs and projects.

r--------.-.------------------ ----,

Principles

Section 113 of the Foreign Assistance Act of 1973,
known 3.S the "Percy Amendment", requires that the U.S.
bilateral development assistance programs authorized in
"Sections 103 to 107 of the Act, be administered so as to
give particular attention to those programs, projects,
and activities which tend to integrate women into the
national economies of foreign countries, thus improving
their status and assisting the total development effort."

Legislative Mandate
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PD-60
September 10, 1974

Sup B4 to HB 2 (TM 2:1)
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b. Under the Percy Amendment, AID has the mandate
to design programs which integrate women in the development
process. This mandate affects, in varying degree, all
sectors and activities within those sectors.

c. Women are a vital human resource in the
improvement of the quality of life in the developing world.
In the home and community and as producers of goods and
services, they contribute directly to national social and
economic progress. As potential child-bearers, they deter- ~
mine the pace of national population growth. As mothers and
child-raisers, they have a direct influence upon children
in their formative years and, thereby, influence the
building of essential human resources for national and
international development. AID's implementation of the
Percy Amendment, therefore, will provide a new dimension
to the resolution of critical problems in development.
AID's approach to this implementation will:

Reveal the actual role and status of
women and their contributions to
development; provide the information {....~..•
and services that will enable women ~

to control their fertility; assist
women and girls in self-improvement
programs, stressing increased attention
to their practical education in order
to permit choices in their contribution
to and benefit from development programs;
and provide for review of AID and other
donor programs which affect women and
seek means of helping increase the
understanding of and assistance for
women in all development areas.

d. The central responsibility for integrating ~
women into national economies rests with LDC governments.
While AID can play an important catalytic role in both
the international arena and in countries where it has
assistance programs, real progress requires host country
commitment. Developing countries often have very different
social, cultural, and family relationships from those of
the U.s. Any. intrusion into these relationships is a most
delicate matter -- only to be attempted with adequate
knowledge and understanding of the existing manners and
mores of the people. Accordingly, the role of AID should,
as in other areas, conform to the collaborative style.
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Implementation

1. The Administrator hereby directs PPC and other
central and regional bureaus and field missions to institu
tionalize the conscious concern for women in development
throughout the Agency's programming processes from concept
and design through review, implementation, and final
evaluation. All development assistance plans, sector
analyses and assessments, preliminary and final project
papers and field submissions shall contain a clear state
ment of how women in the developing countries will be
involved in the development processes being analyzed and
how the plan or proposal will use the capacities of women
in the host country or benefit them. In the approval of
plans and projects, strong preference (other things being
equal) will be given to those which provide for effective
utilization of women.

2. Bureaus and field missions will encourage inter
national development institutions and other donors and
private voluntary organizations and foundations to give
specific attention to the role of women in development.
Grantors, contractors, and other intermediary groups will
be required to consider the role of women.

3. Bureaus and field missions will take steps to
collect information which may be used to illuminate the
role, status, and contributions of women in developing
countries. This involves three distinct responsibilities.
First, substantial improvement is required in the collection
of basic national data on the role and status of women in
developing countries. Although encouraging and assisting
developing countries in this major undertaking is primarily
the responsibility of international organizations, AID
should stress the need for improvement of such data through
the international channels. Second, better data on women
a~e required for designing and evaluating AID projects.
Where this is not available from national or international
efforts, AID central or region-supported studies and data
gathering may be required. For example, specific information
on the activities of women in rural areas may be needed to
assist in the design and implementation of a rural develop
ment strategy. Third, reasonable reporting requirements
must be designed to keep AID/W informed about effective
projects and general progress of integrating women in the
development process by improving the utilization of and
equality of opportunity for women in LDCs. This information
will be shared within AID and with Congress and other
organizations outside AID concerned with the implementation
of the Percy Amendment.
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September 16, 1974
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4. On reque~t of the LDCs, the bureaus and field
missions will assist in the establishment or development
of women's commissions, bureaus, and non-governmental
organizations in the host countries and encourage their
work as it relates to legal, economic, and social develop
ment activities which promote the integration of women in
development. In furtherance of this objective, bureaus
and field missions may co-sponsor conferences and working
seminars and provide consultative services and leadership
training.

Approved: ~11A~J-74-.'-
DanJ.el ParKer
Administrator

Date:__' lD_'1i 7~

DISTRIBUTION:
AID Lists Mand B-6, Position 9
AID List C, Position 2



Policy

A crucial ingredient in all recipes for successful
development is management capability. Experience in A.I.D.'s
programs and projects and evidence from a wide range of develop
ment experience have repeatedly confirmed this judgment.

1. It is A.I.D. policy to assure the existence or
development of competent management in the specific host country
institutions responsible for carrying out A.I.D.-financed pro
grams and projects to assure with reasonable certainty their
successful completion. Careful analysis and attention will be
directed to managerial and institutional factors, particularly
remediable deficiencies, early in program (sector and DAP)
analysis and early in project design efforts. Such attention

February 10, 1977

PD-69

TRANS. MEMO N°·2:1 0

POLICY DETERMINATION

DEVELOPMENT ADMINISTRATION

2, Sup 86

Address qnestions avout this policy determination to:

We must now broaden our advance, consistently and
imaginatively addressing the managerial needs and constraints of
developing country institutions that serve the poor majority.
Management improvement is a vital dimension of our assistance in
agriculture and rural development, family planning, health, nutri
tion and human resources development. It deserves attention
co-equal with that afforded the economic, technical, political and
social dimensions of development.

In A.I.D. we have recently given much emphasis to
improved systems for design and management of Agency projects and
sectoral programs. We have increasingly recognized the need for
careful appraisal of host country management capability as an
integral element of project design. Some Mission programs and
many individual projects have creatively addressed needs to help
host countries build management capability or remedy deficiencies
so that sectoral projects and programs are better assured of
success. But too many of our programs and projects still omit or
skimp on the vital management ingredient.

Introduction
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will be continued, and managerial concerns consistently addressed,
at all stages of the program and project design (PID, PRP, PP),
review, and implementation processes. Appropriate implementation
milestones and controls will be used to help assure results and
to assure flexibility in adapting to changing conditions.

2. Managerial assistance will emphasize achievement of
results under the priorities of the Foreign Assistance Act (FAA)
notably in agricultural and rural development, family planning,
health, nutrition, education and human resources development,
together with widely shared benefits for poor people. Managerial
assistance will be planned and implemented in integral relation
to technical, economic, political and social/behavioral factors in
the host country which affect, or are likely to affect, the per
formance of the country organizations involved in A.I.D.-financed
activities.

3. Host country development needs identified in such
Agency documents as CAPs or sector assessments will sometimes
require managerial and institution building assistance, including,
for example, manpower training, that goes beyond the needs of the
specific project or sector, particularly in the least developed
countries. Such activities are authorized by Section 105 of the
FAA. They merit consideration especially when management defi
ciencies impose major constraints on the success of development
in the priority areas specified by the FAA.

4. Managerial assistance will be provided, consistent
with the development priorities identified in the FAA, and with
specific country problems and needs, to build host country capacity
in both private and public sectors to manage development projects
and sectoral programs. Capacity to perform management analysis
and planning and to implement and evaluate development activities
are of central importance. Contractors or other external resources
will be employed in managerial assistance roles in lieu of direct
hire staff whenever appropriate.

5. A.I.D. will expand its efforts to mobilize and apply
relevant knowledge and methodology to help developing countries
solve their management problems. Such efforts will include the
innovative testing, adaptation, and application of relevant business
management, development and public administration, economic and
other social science knowledge and techniques.

0··....·······'·····('

'.
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6. A.I.D. 's concerns in management assistance will
include means to utilize applicable research results through
appropriate delivery systems, wide distribution of benefits, and
participation of the poor majority in the fruits of technology.

7. ,A.I.D. will cooperate with and increase professional
communication with international development a.sistance agencies
in the provision of managerial assistance 80 as to increase the
effectiveness, efficiency, and mutual support of the various inter
national development agencies.

8. A.I.D. will foster increased acquisition, develop
ment, application, and transfer of management skills by its staff,
contractors and grantees. Program and project management skills,
including multi-disciplinary analysis, planning, implementation,
evaluation and collaboration, are especially needed. Measures
to obtain and cultivate such skills will include personnel manage
ment, (e.g., recruitment, placement), staff development and
training, contracting and procurement, and increased professional
and information exchange among A.I.D., LOC, and developed country
practitioners and experts.

Reference

Prior guidance on the subject of this Policy Determination
was contained in the Report of the A.I.D. Work Group on Management
Improvement and DevelOpment Administration as revised following con
sideration of its recommendations by the AAC (August 11, 1975). The
policy guidance contained in the Report's Recommendations at pp. 2-6
remains consistent with, and supplements, the policy stated herein.

I ~,
I" ,r '\

Approved :__.....:~:...').a..'.t.J...lHr;L..·_'';..'·_'-:·'~f.;.i..Lt...l .../t.I'l-'-l"'r"',;;:~....::J.:.al...:;"""_
. John E. Murphy i I

Acting Administrator

Date:------.....;.---------Attachment:
Excerpt from A.I.D. Work
Group on Management Im
provement and Developmen~

Administration
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I I. RECOMMENDATIONS:
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Attachment to PD-69 (TM 2:10)
Excerpt:
Report of the A.I.D. Work Group
on Management Improvement and
Develorment Administration.
Aug. 1 , 1975

v

v

The major recommendations are listed below. Since
managerial problems vary widely in individual countries,
the application of the various recommendations will de
pend on local circumstances. As reflected in the dis
cussion paragraphs, numerous recommendations with narrower
applicability might have been offered. However, as sug
gested by several responses, recommendations have been
limited in number.

1. Focus AID mana~ement assistance primarily on
sectoral results and wi ely-shared benefits for the
people.

The idea of merging managerial concerns with sector
al concerns found solid support in the study and comments.
Doing this will require increased management content in
food production; rural development and nutrition; popula
tion planning and health; and education and human re
sources development activities. It will require attention
to regional approaches to development. Management factors
should be addressed in balance with social, economic, and
technical factors.

The relatively least developed countries have special
needs for building managerial and organizational capacities.
The Foreign Assistance Act explicitly lists public adminis
tration among the activities to be pursued in the category
of human resources development. Public administration and
technical support programs--defined as activities to build
national managerial capacity--are appropriate for the re
latively least developed countries. However, such programs
should be linked to specific development objectives in most
cases.

This approach requires that the host country play the
leading managerial role. The framework should involve both
private and public management capabilities, and merged ef
forts at local, regional, and central levels. Both quanti
tative/rational and "people-oriented" approaches should be
used. Services delivery should be seen from the client's
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Respondents agreed on the need for more analysis, re
search, and testing of methodology regarding sectoral
management problems. This is a joint responsibility of the
central staffs and the regional bureaus but primary ex
pansion should be undertaken by the latter. Each bureau
should emphasize adaptive research and evaluation of

Projects which have high priority. but require a major
input of managerial training or expatriate management as
sistance, should be undertaken only after a careful ap
prai.sa1 of the potential benefits and risks. They should
include specific plans for indigenous management develop
ment. They should also require a strong commitment by the
host government to provide indigenous managers by transfer
from elsewhere in the economy or by immediate provision
of able people for training.

3.

point of view. Programs and projects should build on local
ly based organization.management and participation. The
framework must be applied flexibly. with experimentation to
learn while doing. take advantage of opportunities, and move
from "pilot" projects to large-scale efforts.

Progress has been made in introducing appraisals of
management capacity into AID programming procedures. Mana
gerial analysis is sometimes included in sectoral assess
ments. Serious consideration of management capacity is now
required at the advanced stage of the project design pro
cess. But sector assessments should require managerial
analysis. Management capacity determination should be made
(in balance with other factors) at the project identifi
cation and review paper stages of the project cycle. The
project paper stage is too late in the process, should
management capacity be lacking. to take the long lead time
measures required to develop minimal capacity if the pro
ject is judged sufficiently important to incur the fairly
high risks involved.
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management proble~ of the countries of its region. The
central staff should undertake an agreed upon common core
of more widely applicable managerial research and develop
ment. The central program should be adequately funded to
develop new syntheses of experience and new techniques for
inter-regional application.

Some of these institutions have already recognized
the need to take into account the management problems in
volved in the broad utilization of the new research.
Others can be induced to do so if it is made a grant or
contract requirement. Such work may be done by the re
search institutes themselves, or by closely collaborating
institutions with a more direct capability for application
of results.

There is agreement in the Agency on the desirability
of relating training to specific sectoral development ob
jectives and on its location, if possible, within the host
country. Specific needs will vary in individual countries,
and training programs should be tailored to fit those needs.
In some situations improvements in management capacity may
require training not only in technical managerial subjects
but in supporting skills (accounting, secretarial, office
management, etc.). One approach of general value is to
train personnel in key organizations from top to bottom to
help achieve specific goals. Wherever possible, host govern
ment personnel should be included in training programs on
AID programming methods. This should have dual advantages
in making such procedures and training more relevant and in
permitting a meshing of local and U.S. budgetary and program
ming cycles and procedures.
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Proposals for general management training should
continue to take into account the Agency's rich past ex
perience in such programs and should thus avoid possible
repetition of past mistakes.

Because of cultural and political factors in-country
analysis, implementation, and evaluation will have greater
validity and support than external efforts no matter how
well done. In selection of contractors and grantees AID
should seek either directly or through required sub-con
tracting to utilize and strengthen local institutions. In
addition to greater acceptability, use of such institutions
may be less expensive than the hiring of expatriate con
cerns.

Attention to the management dimensions of development
must be increased at multiple points within AID staff and
by use of consultants, contractors and intermediaries. To
adequately address managerial problems the missions will
require inventive use of means ranging from direct staff
to consultants, indigenous and U.S. contractors, and joint
work with staff, consultants and contractors of the region
al and central bureaus.

Particular attention should be paid to acquainting
sectoral experts with the practices and techniques of modern
management. Existing Agency training efforts such as the
new Development Studies Program should be continously evalu
ated for their current contribution to this need.

Agency staff leadership in development administration
should rest with the Office of Development Administration.
A modest strengthening of this office and its research and
development and field support programs would be a good in
vestment. However, line management from the regional
bureaus to the field missions should continue to have the
primary responsibility for improving country and project
managerial capacity.
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9. AID should increase its support of and cooperation
with the international development assistance agencies in
the provision or management assistance.

An increasingly significant portion of U.S. government
assistance for improvement of management in developing coun
tries is supplied through the international agencies. Often
the success or failure of sectoral efforts supported by U.S.
bilateral aid depends upon the international agencies. since
they have a major responsibility for management assistance
inputs. Improved coordination of managerial advice and
training provided by the multilateral and U.S. programs is
needed.

10. AID should seek to establish internal and external
facilities for the exchange of pertinent information about
sector-oriented management.

Despite progress in establishing an "AID memory" and
various Agency efforts to promote the analysis. transfer.
and use of knowledge. mechanisms for rapid. targeted ex
changes of experience and information remain inadequate.
These need to be strengthened and continuously monitored.
The problem in the field of management is particularly acute.
U.S. academic and research institutions. and private firms
and institutions should be encouraged to participate in this
process.
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ACTION l INFO
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FOR MISSION DIRECTORS FROM THE ADMINISTRATOR

SUBJECT - A.I.D. Nutrition Strategy
E.U. 11652: N/A

REFERENCE -(A) AtDTO Circ. A-461, dtd. April 21, 1973, "Program
Planning for FY 1975 and Beyond"

(JP) . AIDTO .Circ.A':'543, dtd", April -15, 1972, ItDevelopment
.. Assistance Planning Guidance - 1974;, Paras. II, 2, d,
.' and III, 4 on Sector Analysis. . - .

(0) AIDTOCirc. A-1690, dtd. Dec. 1, 1972, '~itle II Guide-.
lines". ' .

(D) AIDTO Circ. A-774, dtd •. July 14, 1973, I~hird Agency-Wide
in-Service Workshop on Nutrition".

In the F'.( 1975 program planning message (ref. A), I indicated that we
have decided to intensify.our program concentration on basic human problems
of the developing countries. Among the most importane of the priority areas
determ1,ned by this emphasis is fo,o,'\ ,groAW:tion ~tlS~utrition. The draft
foreign assistance legislation currently being considered by the Congress
further underlines the c~tral importance of activities to increase the
pr~duction.of food and to avoid malnutrition. This message provides the
strategy and planning guidance that the Agency will follow in the nutrition
area 0' this effort. In order to help 1I!Ovethingsalon~, nutrition was
inclu~~d among the priority areas for which a portion of the. FY 75 fudget is
being reserved in a process of .accelerated program development •

DAn: SEIIT

AID/WASHINGTON

Purpose
os Vts

FROM ~

t. '

DRC
PHA
TA/MGT
TA/PM
AFR'25
PPC
ASIA 15
SER
SAB 20,
LA 28
FFP
POP
8SAB

AGRIC
HEW
STATE .'

CHRON
], 2 3 If
&

ATT:

....--..-."

~
'.",IIII:'''T££~O ••.YY" ,

.~:MFo
. .

'TA/N

PHONE NO. DATE

23~58 9/24/73

IDo llot 1Y\l" below thi.. Utili) iQ V {t- 7 I +'}., y

CAUTION-Remove protector sheet before typinr·" replace when typed'
- - hie.. .UII'lNto•• D. ClIO'.

A. I. O. AND "1"ER CLEARANClS M/PPC, P. Birnbaum Araft) M/TA,- J ~ ... Bernstein (draft) f) .. Ie
M/LA, H. Kleine (draf~){AA/ASIA, D. McDonald (drafy,.¥M/AFR, S. Ada~, .(draft)
AAlSA R. Nooter (draftl:;5/·v. 0 D C!FFP A. M.air (dfaft:.Y-"- /" I j, •

be! d at" ;'~A5'SIFlCATICH '. AA PHA J. Kie ter (draft)e' .. '
AIO·5-~ "0.711



&t'\"...

IPAGE "IIG~S

2 OF 6UNClASSIFIED
------'-~_--'!:..--

CLA$SIi'ICAT'OIC

OF STATE

UNClASSIFI~

eTM 2:1}

J1~PARrMENT

i!!!plernent. nutrition-relevant programs and proJt;~ts effectively·
and monitor and evaluate their effect.

InaSlIlUchasalmost all of the LDCs ~ave sedous nutrltionpr.Q.:
blems, AID missions generally are encouraged to discuss nutrition with their
LDC counterparts and to provide them with information about the opportunities
for effective action in this field. Where there is interest and priority
for a national nutrition program, A.I.D. should be prepared to respond.
Among the approaches available to stir il!terest or respond to initial
interest:

IiI. I!p,lementation

pursuit of nutrition goals through incorporation of nutri
tion considerations in analyses of the agriculture, health,
and education sectors and in programmdng and implementation
for family planning, food improvement, and child feeding; and

concentration upon improved nutrition for pre-school-age
children and pregnant and nurs,ing women as target groups;

Transmitteq herewith as attachment A. is the A.I.D. nutrition
sector strategy statemen~o~il~ recently approved after discussion by the
Administrator's Advisory~. I urge that it be read by all Mission
Directors, Deputies and Program Officers, and all officers involved in
agriculture, health, foo~ for peace,and family planning. Briefly, the
strategy directs:

A. ProgramPlanning

The.8oal of A.I.D.I S nutrition program. is to increase the capacity
of LDCs to:

determine the most effective methods for addressing these
problems through the planning in the relevant sectors; and

carry out accurate analysis of the nature an4 magnitude of
their malnutrition problem and of the food production
distribution-processing-consumption patternJ

priority attention to activities designed to achieve the
integration of nutrition factors and goals into host country
national planning.,

II. Strategy StaSement

Sup Cl to HB 2,
~g'qg; lltJ I r~.
f~ ...~~l-~.....:nt!11

CONTINUATION

,.,,~. AIDTO CIRCU~\ 99J
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a) travel to p1aces,where key component elements of nutrition
programs are in effective operation;

b) travel to observe laboratory work in the United States and
to discuSs possibilities with various supporting American
institutions";

c)

d)

e)

f)

participation for key officials in either ~hort or long term
training in nutrition (four-week, AID-organized workshops
on nutrition methodology and on planning, scheduled for 1974;
occasional special ,conferences and workshops; professional
society meetings; the annual Gordon Conference on food and
nutrition; specialized ac~demic programs. of 4-6 months at M.I.T.,
Cornell, or Stanford);

visits to Missions by AID personnel or consultants knowledgeable
in this field;

distribution of key publications, which will be sent to missions
from time to time by TA/N; and

small, special-purpose workshops, tailored for key t~rget

audiences.

Where a government decides that it does wish to develop a national
nutritio,n strategy, and requests AID assistance in doing so, the appropriate
AID response will generally be to field a sector survey team assembled by a
contractor, followed up where appropriate, by providing a long-term advisor
backed up by shorter term experts in different fields •. For example,a
sector analysis-planning person could be made available to work in-residence
·within the LDC planning body and could call on specialists in fortification,
nutrition education, food service, etc. as needed. Three U.s. universities
(M.I.T., Stanford and Cornell) are geared to do this, and two private
consulting firms are also lined up with their own people, who have already
worked for us, plus a number of qualified university staff members they
have identified.

Where there are existing A.I.D. programs either in nutrition or
related fi~lds, they offer an opportunity for a different approach to the

I . . •

overall issue. A mission with a substantial agricultural program, for
example, may propose adding a nutrition dimention. to either a compieted or
planned agricultural sector study. The result should be a good part of a
national nutrition plan. This is already initiated in Colombia and should
become standard'practice in agricultural sector studies.

UNCLASSUIED
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The following types of activities are considered appropriate for .A.I.D.
support as part of a nutrition project:

This is a particularly important vehicle for nutrition efforts
because it 'concentrates on the principal target groups for nutritional
improvement, and because the new high priority given by AID to these
multi-purpose delivery systems should expand opportunities to work on
nutrition th~ough this channel.

Simdlarly in health sector studies, the nutrition dimension should
be explicitly included. The large scale experimental program with low
cost delivery of combiped health, nutrition and family planning services
wili require careful planning of the nutrition elements and will identify
the issues that need to ~e faced in elaborating a national nutrition
program in the particular LDC involved.

(a) Short-term or long-term in-residence technical assistance to
national planning bodies. (or.·.agriculture or health sector planning entities)

UNCLASSIFIED
W"'''.e.t.1'MHf PltINTg..6tf!la

The ~N centrally funded program includes a number of activities
to develop and test methodolo&ies in the field. These activities may
provide an opportune basis for program development in your countries. In
addition, the TAIN program will provide opportunities for training and
for sharing of new techniques and technologies which will provide additional
momentum to LDC efforts.

Steps have already been taken to require a framework of national
nutrition analysis' for the major Title II programs. Many voluntary agencies
have a strong interest in nutrition work and have some programs of their
own in this field. The Agency is concerned to enable the extensive personnel
and other resources of these agencies to participate fully in future nutrition
activities, in both A.I.D. projects and their own projects which may be
proposed.in the' futur';". It is planned to provide training for voluntary
agency personnel in nutrition under a proposed centrally funded project
beginning this fiscal year. The process of refocussing Title II.programs on
priority nutrition objectives represents yet another way of approaching the
general question of nutrition pla.nning.

Of course, nutrition activitysho\tldbe included in the nAP and other
aspects of the overall program planning process. Bureaus and Missions can
worKout on a case-by"case basis the manner and timdng for including a
discussion of nutrition strategy in program planning documents.

A boost to ·the early implementation of field-based 'nutrition programs
will be given by the current process of accelerated pr~gram development for
"new initiative" areas.

POST NO,

t. AlDTO cIRCUIARA 996

SupCl to HB 2

AI~RGRAM
CONTINUATION



Sup Cl to HB2

STATEOF
POST

/OURGRJUW. .
CONTINUATION

.-._.....;...--'-....;.......;..--;:";;;0-.---l,---------c..,.L-AS-II,..,cAl·loli :JPAGE PA6GE8~'
AlDrO CIRCULAR A 9% j UNCLASSIFIED 5 OF

-------,(b) Technical assTirtaiiCe-rn~"Stabl1shttTg-syst:"ems-tO'1IlOU2:-eo ------

nutritional status of the population.
(c) Technical assistance to planners in conducting nutrition,

food consumption, and other related surveys.

J,
J

(d) Technical assistance in evaluation of nutrition related
projects.

(e) Assistance in training manpower in the U.S. or locally.

(f) Assistance in expediting the greater utilization of nsw
higher protein cereal varieties, traditional protein crops such as food
legumes, or less conventional protein foods such as oilseed crops.

(g) Assistance in establishing food fortification projects
which aim to improve the food supply or meet specific nutrition deficits.

(h) Assistance in developing new low cost protein foods,
particularly weaning foods and foods which Wiy be used to replace high
protein foods supplied under the Food For Peace program.

(ij Nutrition motivation and education programs, using mass
media or innovative techniques (e.g. use of indigenous health practitioners as
nutritiond~.t*~) to reach the low income masses.. e ucaE'l5t's

. (j) Assistance in developing, extending, or strengthening the
nutrition comPonent of Maternal-Chilo Health (MCH) programs, including
supplementary feeding activities.

Attention should be given in the project submission to describ
ing the role of other donors, which, hopefully, will be complementary and
related toa·single country strategy. In this regard, missions should keep
in ~nd the ~otential for program financing by the international financial
institutions. A.I.D. assistance in analysis and planning may ; . better
enable LDCs to identify and define program needs which may be suitable
for IFllsloans. In addition, consideration should be given to provision
of A.I.D. sector loans to finance key areas of recipients' nutrition
strategies.

B. Staffing

Missions in some circumstances ~y need - a full-time
direct hire nutrition programmer and/or project manager. The responsibility
in other cases can be assigned to a multi· sector officer or combined with
other appropriate functions. It needs qualified professional attention
and cannot simply be made an add~n duty for the junior member of the
staff, as often has been the case in the-past. Training can be provided
to equip qualified existing personnel with the specific analytical and

CLA••II"ICATION PRINl'ID ....

UNCLASSIFIED
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C. Training

planning s~ills required. See Section III, C. below. An effort is under
way to identify Agency employees who ,have the qualifications needed for
nutrition programmdng-monitoring-evaluation assignments. It is believed
that specialized expertise is available through contract and PASA arrangements
to provide both short term and resident personnel to supplement Mission staff
for program and project planning and to implement approved projects. We would
welcome your indication of your staffing plans and possible requirements.
Any new direct-hire positions for nutrition personnel would be made available
primarily through the elimination of lower priority positions within each
Mission's present allocation.

D. TiminS

Actions have already been initiated to strengthen the Agency's capability.
through both direct hire and contractor staff, to assist missions with sector
analysis, training, and other technical backstopping. A roster of backstopping
services will be distributed to missions in October. On the basis oLcountry
and Mission interest,' assistance will be provided' with the nutrition component
of sector assessments and with nutrition program development. Detailed planning
of program response should be underway in the field in the Spring of 1974. It
is exp,ected that by the beginning of FY 1975, 8,,10 countries will have integrated
nutrition programs planned and their proposals will have been submitted for
approval. Another 8-10 countries· will have added nutrition components elsewhere
in their programs. Most of the completed agriculture sector analyses will include
nutrition issues and most Title II",supported child feeding programs will be
related to country nutrition strategies. DuringFY 75, implementation shou14 be
well underway on these new projects and program components.

'The Third Agency-Wide In-Service Workshop will be held in October
(ref. D.). This will offer an opportunity for orientation of selected USAID
personnel and will permit field inputs into strategy and implementation. A
four-week training program for A.I.D. personnel (tentatively planned for next
February), will help. train officers who will have the major nutrition pro
grammdng responsibility in the USAIDs. This will be followed in March by a
similar.program for volagency staffers. Training for LDC personnel is scheduled
for 1974, with a workshop on current stat~~of_the-art methodology for senior
planners in May and a four-week session on analysis, planning, and implementation
for mid-level people. in July.

/"
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The Agency for International Development is using its

talent and resources to help nations improve the well-being of

their people. The experience of recent years has left no

doubt about the importance of nutrition for quality of life,

and has seen an increasing confidence that effective action can

be taken without waiting for large scale improvement in the

general standard of living.

This Nutrition Sector Strategy statement sets forth a

realistic approach for marshalling an increased AID effort to

JIlBke a significant- impact on the nutrition problem. We strongly

believe not only that this strategy sets forth the most appropriate

manner in which Agency resources can be applied to the nutrition

sector, but also that the prospects are good for achievement in

collaboration with host countries.

ALP'~~
"-JOhn A. Hannah

Administrator
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An A.I.D. Nutrition Program is potentially a major tool to help the

poor and usually neglected masses in the LDCs share in the benefits of develop-

ment.

During the past few years, nutrition has assumed a priority role in

A.I.D., the U.N., IBRD, and in other international bilateral aid programs, re-

fleeting a growing body of research findings which indicate that protein-

calorie malnutrition in the latter stages of pregnancy and in the first few

years of life retards the development of the body and the brain. This affects

the development ofa nation's human capital potential and therefore has serious

developmental implications. For these reasons it is this group which merits

highest priority attention wit"hin a nutrition program.

During the past five to ten years, promising new technologies and planning

techniques have been evolving ~hich offer promise for achieving a significant

~ impact on this problem.

AID's programs have spearheaded a number of these technological develop-

ments and approaches. The U.S. has a strong capability in many of the key areas

required to combat the problem so that a strong U.S. input into the total bi-

lateral/multilateral donor scene makes sense. New Agency approaches and the need...
to focus·and concentrate resources have been considered in a recent reassessment

carried out at all levels, up to that of the inter-Bureau Advisory Council, with

participation by the AID Administrator. This resulted in a reaffirmation that

combatting malnutrition is -a high priority objective in the Agency, and the

recommendation that the problem be attacked bYIIDJlti-faceted, but coordinated,

efforts in agriculture, health, education, family planning, Food For Peace and



be a core element in the attack on malnutrition.

which will reduce malnutrition.

- 2 -
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In health, to study and combat the problem of nutrient malabsorption

Efforts to expand tota.l food pro<,iuction, of course, continue to

nutrition problem as a major factor in agricultural planning.

~n £&risulture, to support work to expand low-cost protein

systems where feasible and desirable.

In addition .to the central inter-sectoral approach the ~ID strategy will

sources in crops and to encourage consideration of the mal-

and the synergistic effects of infection, disease and poor nutrition,

and to integrate nutrition, health .and family planning deliyery

The problem of protein-calorie malnutrition is "to receive primary

Methodologies for analysis and planning must be available to LDC planners

food technology programs -- with pre-school children and pregnant and nursing

deficiencies to some degree).

women as its prime target group.

malnutrition problem across major sectors. This will require technical assistance

to help them determine the cost-effectiveness of alternative solutions to the

countr~es to develop their capability for planning and implementation of programs

nutrition strategies~ The keystone of AID's nutrition effort should be assisting

in how to use existing analysis and planning methodologies to develop national

attention (although this will usually require meeting vitamin and mineral

concentrate On the following activities in various sectors:
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In education, to find most effective means of overcoming·nutri

tional ignorance and low motivation in order to improve food

behavior.

In new food techn.ology, to develop low:"cost protein staple foods

as a major goal.

In child feeding, to make programs an integral part ofa b~ader

nutrition strategy.

In family planning, to develop integrated health, nutrition and

family planning delivery systems where feasible and desirable, and

to determine more specifically the relationship between population

growth and nutrition as a basis for future program guidance.

··Thispaper states the rationale and strategy for'A.I.D.'s nutrition

program and describes the reconunended approaches. In substantial measure, they

are already reflected in on-going programs. But further strengthening is needed,

particularly at the individual country program level.i



population since 1900. It has been estimated that by the year 2000 the globe

will carry in excess of six billion inhabitants regardless of the success of
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Two-thirds to four-fifths of all deaths that occur in the LDes are
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When looking at global food needs, concern with caloric, requirements is

More than one and a half million people have been added to the.wor1d

Food Survey estimated that at least 20 percent of the population of developing

nutritional quality.

The effects of malnutrition on the health of the pre-school child are most

be recognized by the entire world community as a threat to world peace and stability

malnutrition, which is a problem of crisis proportions for developing countries, must

of malnutrition and recommended ways of combatting it have been put forth by

growing infant or child. An international meeting convened by the Secretary~Genera1

which it can ignore only at its own peril". Mounting evidence of the implications

proteins are the ~ey components for man, and they are even more important to the

dozens of U.S. and international professional groups. In 1963, the Third World

mins, essential fatty acids and, it would appear, specific carbohydrates. The

inadequate. For normal sustained growth, man must have protein, minerals, vita-

countries was undernourished and that 60 percent received diets indadequate in

Part II - Rationale

of the United Nations on the protein problem in May 1971, noted that "Protein

needs. This is a dangerous over-simplification.

family planning programs. Without success the population figure might easily

reach seven to eight billion.

Concern with the world's food supplies tends to be confined to,ca1cu18- tij
tions of man's caloric requirements and the capability of agriculture to meet these

alarming.
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within the under-five age group which constitutes 20 percent of the population.

Some 30 percent of children in the LDCs fail to reach the age of Eve. Chronic

protein deprivation is largely responsible for high chUdmorbidity and mortality

rates, though the deaths may be attributed officially to diseases such as dysentery,

measles, tuberculosis or pneumonia. In fact, infection frequently exacerbates the

effects of malnutrition, while existing chronic malnutrition may end in death

caused by an infection.

This point is well illustrated by a study carried out by the Institute of

Nutrition of Central America and Panama (INCAP) in four Guatemalan villages. The

cause of 222 dea~hs was determined and compared with that recorded in the Civil

Register. Nearly 40 percent of the 1-4 age children who died had edema, skin

le~ions, hair change, apathy, and the other signs of acute kwashiorkor. The

other 60 percent, for the most part died in the course of relatively brief episodes

of either diarrhea of infectious origin or complications of common childhood

infections, which are rarely fatal to well-nourished children. Improved nutrition

would not only eliminate the deaths caused by kwashiorkor but would also markedly

decrease the number of deaths apparently due primarily to infection. Recent Pan

American Health Organization. studies in Latin America show malnutrition to be

either the primary cause or a major factor in 50 to 7S-percent of the deaths of

one-to-four year oids.

Clearly, the first result of widespread malnutriti~n is high child

mortality. But not all malnourished children die. Hundreds of millions of those

who live have been malnourished and suffer serious deprivation of the opportunity

to_. realize their full human potential. The FAO and WHO estimate the toll to be as

1I¥lny as two-thirds of all surviving children in the LDCs.



often do not survive.
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mental retardation which many scientists ~re
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dwarfislll".· The FAO ~stimates that tn¢re than 300 million children from thesegrouPli

suf~er "grossly retarded physical growth".

Nutrit;ional~nemias in pregnant mothers also contribute to the precarious

health of the ne~born, and to maternal deaths in childbirth. Studies in India,

comi,.ng to believe may beir7eversibl~.

Malnutrition attaclcs the body.as well as the mind, seriously limiting

development from other aspects of p~y~rtyin t~e child's environment, there can

be ~oserious doubt that there is ardationsp.ip between severe malnutrition in

Th~ deprivation often·begi~s prior to birth. In the last t#mester. of

percent pf its struct:;;ur~l development. During t;his cri~icalperiod,·a deficit of

protein c~ impair the brain's growth. Autopsies have revealed that you~g

pregnancy an9 the first two years after birth, a child's brain reaches nearly 90

While it is difficult to distinguish the effects of protein deficiency on child

number of brain cells of adequately nourished.children in the same group.

infancy and mental retardation

Mexico, Poland and Venezuela. indicate that the prevalence of nutritional anemia

in pregnant women can range from 21 to 80 percent.

p,pysical growth.Th~Directorof the National Institute of Nutrition in India

report;s t~t 80 percent of the natio:n's children suffer from "malnutrition

AlthQugh it is difffcuitto assess the magnitude of the effects of VitaJ¢n

·A deficieqcy, estimates have been made that in India alone, out of the four

milUqncases ofbl1ndness that exist, 25 percent are of~utritional origin, and

. this figure is proba~ly .low since children blinded by Vitamin A defici~ncy disease

. children who die of protein-calorie malnutrition may have less than half the
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Thus, the consequences of malnutrition affect very immediately both

quality of life and quality of people.

Whether "quality of life" is defined by outside experts or by people

of the LbCs themselves, the definition includes as highest priorities such

objectives as (a) preventing unnecessary premature death of infants; (b) pre-

venting the pain and suffering brought on by serious and debilitating childhood

illnesses; and (c) ensuring the health and well-being of people of all ages. The

results of programs which reduce the incidence of malnutrition are fewer illnesses,

less apathy, unnecessary deaths and blindness and children with some chance of

achieving their physical and mental potential rather than laboring through

their lives with avoidable handicaps •. Such programs visibly improve the quality

of peopl.es' lives•

Quality of people is of course directly related to the social and economdc

development of the LDCs. Since a serious degree of protein malnutrition may

retard physical and mental development by as much-as 20-25%, its widespread

existence has drastic· implications on the productivity potential of a nation's

human resources. A lower degree of mental development means fewer people able

to absorb basic education; it means fewer people able to undertake higher levels

of technical training; and fewer people from which lea~ership can be drawn.

How much closer might the LDCs be to ~heir social and economic goals if the

wastes of malnutrition could be altered the wasted budgetary expenditures for

preventable illnesses, blindness, waste of education investments due to

malnutrition-caused dropouts, and the economic loss of productivity resulting

from a physically and mentally debilitated work force.



redistribution of money income.

in order to reduce absenteeism and to increase w~rk output. The value of the
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lost manpower productivity far exceeded the costs of prevention, thus indicating

The new nutrition technologies offer one powerful means for affecting

The benefits of investing in a mentally and physically healthy popula-

tion were recognized by the military. Between 1956 and 1957, 32 studies of

were undertaken to determine what steps could be taken to prevent malnutrition

the nutritional status of the armed forces and civilians of friendly nations

that corrective nutrition programs were justified on a cost/effectiveness basis.

quantity of the civilian work force. The adaptation of new technologies requires

a Green Revolution farmer, an engineer, or a machine operator •.
new skills, and.peop~e capable of being trained to perform these skills -- whether

the well-being, and the income potential, of the poorest strata in the LDCs.

bution (Oct. 2, 1972) and the PPC Policy Background Paper to this Policy Determina-

It is even more important to recognize the benefits of improving the quality and

growth as highlighted in the Policy Determination on ~mployment and Income Distri-

A.I.D.'snutrition efforts thus represent one of the Agency's more direct

responses to the problem of the unequal distribution of the benefits of economic

tion. They redistribute real income in favor of the poor, without depending on
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(1)

(2)

Part III • Strategy

The most general, pervasive long-run solution to the problem of

malnutrition would be to raise the per capita income of the bulk of LDC

populations. However, sole reliance on broad income growth is not satisfactory

because:

It would at best take decades to raise per capita

income to levels at which purchasing power increase

could wipe- out the bulk of malnutrition among the

poorest 30.40%.

And even if incomes of the poor were raised substantially,

the combinations of poor feeding habits, malabsorption,

protein-draining infections and the unavailability of

nutritious low-cost foods, would continue to prevent

adequate nutrients reaching and benefiting the critical

target group s •

While a systematic comprehensive attack ori malnutrition would address

. factors affecting near-term income growth among the malnourished populations,

the central thrust of a strategy of nutrition per se is to operate from the food

supply side and build adequate nutrients into the die~ eaten by the bulk of the

population, particularly the poor. Special efforts must be made to provide good

nutrition to the pregnant women and nursing mothers and children up to about age

five because nutrition from the womb through the first few years of life is

critical for future mental and physical development.

Two mass coverage routes are technically feasible and appear consistent

with the need tor- providing a low cost food supply for the bulk of the population:



while lowering costs (increasing per acre yields) of the more nutritious legumes ~

or in some cases other high protein foods. This route has major advantages:

(although some may be useful to help create a consumer preference for the more

nutritious grain varieties), and the'administrative effort needed for the second ~

~i··"'·.···.:'···.,

iiI.:..···•.•··..
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particularly since the first branch requires no
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essential amino acids;

deprived parts of the population; (These cost rela~ionships are not

subsidies needed to sustain fortification to reach the nutritionally

setting subsidies may in some cases be higher than that of

yet established, due to the early developmental stage of the

. consumption of the more nutritious staples, and the cost of· off-

2. cost/price relationships may continue to discourage production and

(a) greatly improving the nutrient content of the basic food supply

(b) fortification of the food supply.

However, this route does have some limitations:

grown;

Route (a) has two r.~in branches: breeding more and better quality pro-

staple foods, e.g., minerals, vitamins, and perhaps some of the

1. some nutrients cannot or are unlikely to be bred into the

Sup C1 to HB 2

tein content into the basic grain staples of LDC diets, and increasing productIon

poor, the isolated, and the most critical segment, viz., pregnant women and

branch would be largely for informal education.

it is an ideal way of reaching virtually all of the population, including the very

organization or administration of mass nutritional services or education

nursing mothers and infants
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relevant; alternative ,technologies and the lack.~f experience and

analysis.)

3. processed foods, on which a large and growing portion of LDC

populations depend increasingly, may lose much of the nutrient

value of their raw food inputs unless. proper quality control

methods are established in food processing plants.

Consequently the technology and pilot applications of route (b) also

need to be developed, to establish the best pattern of complementarity between

the two approaches, for the variety of LDC socio-economic and ecological

situations. Although people who grow their own food supply and others in rural

areas are reached best by making the staple crops mor~ nutritious, some kinds of

fortification may round out their nutrient requirements, and may also be more

potent·in reaching the increasing number of those -- largely in urban areas

who depend heavily on processed foods. Fortification has many patterns,

involving both the public and private sectors. Two main branches are (a) adding

nutrients to established mass consumption foods in ways tha~ avoid significant

discernible alterations to the consumer, and (b) developin~ new low-cost food

products that are attractive to LDC consumers.

Careful cost/effectiveness analys~s are needed of alternative means of

'-' mass coverage of critical population segments in the varying environments 

assessing alternatives within each of the two general routes and between the

routes. These will need continual reassessment as the rapidly changing

technologies evolve, including someforwa~d esti~ting based on assumptions of

likely attainable technological advances to guide choices between alternative

R&D investments. The stxategy will be progressively to broaden the range of
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est priority attenti.on by A.I.D. in any case. The concern in

for several interlocked reasons. This problem is being given the high-

support. The latter efforts can save costs rather than add them.

developing a nutrition strategy is first to note the great importance

tion and, second, to shape nutri:tion and population activities to

take maximum advantage of some important opportunities for mutual

df lowering population growth rates as a means of reducing malnutri~

infant group and contributes to the high rate of infant malnutrition

a very. important element of A.I.D.'s nutrition strategy.

and death. Consequently, work to establish the extent and nature

of this problem and the most effective means of coping ~~th it is

as well as on availability and price. Consumer preferences depend

in .thefoQd consumed. This is most severe and serious lJiththe key

1. Rapid population growth is a prime cause of malnutrition in LOCs,

An adequate strategy also Crequires some other lines of effort to

2•. Intestinal infection results in malabsorption of nutrients present

3. The consumption of nutritious foods depends on consumer preference

show conclusively where the greatest advantages lie.

techniques from. which components can be drawn and fitted into LDC programs and

also to narrow the lines of exploration if and as costjeffectiveness analyses

complement the twin central thrust'\ria changing crop production and fortifica~

tion.

Sup C1 to fiB·2
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not ooly on taste, convenience and the U-ke, bu1; also to some

degree on what people think they ~hould eat. Recognition by

LOG people of significant health advantages of one eating

pattern as compared to another, influences the pattern of their

food demands ~- particularly on the demands of mothers for food

for their infants and young children. This is the hypothesis of

the widespread nutrition education programs. Part of the A.I.D.

strategy is to test this hypothesis in a fashion that discriminates

among both audiences and techniques in seeking to establish co~

parative cost/effectiveness of information, education and communica-

tion efforts. This includes the development and evaluation of innova~

tive types of education and mass communication on nutrition themes.

There--appears to be very low-cost or virtually no~cost opportunities

to include conm.mication efforts as part of development programs

that will be undertaken any way.

4. The growing evidence that the critical group to reach with a more

nutritious diet is pregnant and nursing mothers and preschool

infants and children merits the exploration of supplemental

strategies pinpointed at this group and taking maximum advantage of

progress along the other strategy lines, e.g., seeking means to

channel the more nutritious foods that become available more

effectively and efficiently into available delivery systems for this

target group.

In develop AID's nutrition strategy, it has been recognized that little

will happe~~~ affect nutrition in the LDCs, except as incidental effeccs



perceive other than nutritional benefits. By contrast, the benefits ofwiae-

in terms of how they work, what they cost, under what conditions they are most
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potential solutions, and are prepared to establish program goals and allocate

This can largely be accompli~hed by including the nutrition dimension

Therefore better data are required on the various program possibilities

significant resources to attain them. In'recent years there has been a grow-

policy makers understand that malnutrition is a major problem, are aware of

experience to go by, and there are questions not only of initial capital costs

allocation, due to some uncertainty about the costs and likely consequences of

ing reCoSttition'of the importance of combatting malnutrition, but policy makers

such astiational planners are still movin;! cautiously in attendant resource,

various programs. Many governments have not hesitated to initiate child

feeding programs when there has been free or low-cost food available (thereby

but of how the increased product cost would affect consumer buying.

reducing the amount of funding commitment required) and where they could clearly

i '"

levels of nutrition impact through given investments in these sectors. Tradi-

(positive and negative) of programs aiIlled at other objectives, until national

appropriate approaches to its solution.

suitable, what results they are likely to attain, etc., as well as a systematic

way of assessing a country's malnutrition problem and of choosing the most

and health. These analyses should reveal the potential for achieving various

in the analysis of the various relevant sectors such as agriculture, education,

tional program techniques are cu~rently being ~'aluated syste~tically by the

Agency to provide better data on costs and benefits. tn addition, the Agency is

. ..

. spread' fortification are more difficult to measure since there is little
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developing techniques for nutrition planning on a national, inter-sectoral
; . .

basis. The first effort has just been completed in Ecuador and has resulted

in the publication of a first manual on a suggested approach to planning

national nutrition programs. The manual, refined by LDC planners ;n a workshop,

has now been given wide circulation and the Agency is following up by providing

technical assistance to countries wishing to explore the application of such

planning techniques •. The Agency also plans to encourage and assist the develop-

ment of a number of country eases to serve as demonstrations and to refine the

techniques. Cases will include both single sector analyses and planning and two

or three inter-sectoral analysis in which :ilctions in~·.dffferent sectors can..be·

compa1:'ed.

The Office of Nutrition will continue to work on the refinement of the

~ basic methodologies, will disseminate information to the field, will initiate
. .

demonstration activities in several countries in collaboration with USAIDs, and

will develop the U.S. technical assistance capability which will be required to

respond to requests for assistance. USAIDs are requested to encourage nutrition

analysis and planning and provide such assistance as may be consistent with their

country strategies and programs. TA/N will arrange f2r communication among the

country" planners in the form of circular mailings and will organize workshops

as the work proceeds in order to prOVide for exchange of information and to

hasten the refinement of sectoral and inter-sectoral planning techniques.

The Agency exchanges 'information on nutrition with international agencies

such as FAO, WHO; UNICEF, and the lBRD toward the refinement of this approaeh.



assist. The goal is a consistent worldwide strategy.
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shops and are conducting their own planning workshops in which A.l.D. personnel

Sup C1 to H8 2

Some of the international agencies have taken part in the A.l.D.Planners Work-
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Part IV -Prosram

IV-A. Nutrition and Ag~lcultur!

In the agricultural programs of most developing countries, emphasis is

placed on ensuring an adequate food supply to feed the population and on in...

creasing the export of crops ~hich can earn foreign exchange. In fact, the

objective of "feeding the people"usually means providing an adequate quantity

of calodes - a full stomach. Thus, high priority is given to increasing produc...

tion of staple. grains or roots and tubers. When nutritional quality of food is

considered, it is usually in terms of the relatively higher... priced foods such

as meat, fish and dairy products. Efforts to ..establish a dairy industry or to

inCrease an~malproductiondo aim at augmenting good quality protein production.

However, they are not likely to have a large-scale impact on the masses of people

who have the greatest nutritional need and lowest purchasing power. This is not

to argue against such programs; it is merely to point out that in many countries

they will not by themselves achieve ·any significant nutritional impact among the

poor and should not be justified on those grounds at this time. Advances in the

technology of producing animal protein, ~specially through agriculture, could

. alter this situation in some countries.

The agricultural research and operational programs of international

assistance agencies tend to reflect these objectives of local caloric

sufficiency and export potential. Accordingly, greatest attention is being paid

to increasing crop yields, especially cereals, encouraging better use of

fertilizer and pesticides, weed control, water manageme~t, timely planting, and

simlar activities geared toward increasillJt local production of traditional crops



nutritionally-limiting amino acids lysine and tryptophan. Studies on young

regard to yield and quality.
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These deficienci~s are being overcome and types which are expected to be

and toward adapting new technologies. In fact, more food per capita and more

nutritious food are both requirements for substantial reduction of LDC ma1-

but there is need for a more discriminating· and potent attention to food quality,

about a major and near-term impact on the protein problem. A.I.D.'s R&D program

particularly to increasing the protein content of the diets of the poor.

Modifications in agricultural policies and programs could help to bring

Research in breeding has already resulted in the identification of new

nutrition. The goal of providing more food is being pursued vigorously worldwide, but

programs.

has already incorporated this stress of direction toward food quality and it is

An example is the discovery in 1964 at Purdue of the opaque-2 gene which

increasingly evident in the programs of the international agricultural research

centers. It needs to be deepened and spread throughout LOG research and operational

Breeding Research.

equal to skim milk when fed at an adequate level in the diet. This genetic

improved protein quality of corn markedly by: increasing the content of the

higher protein varieties of some cereals such as corn, sorghum, rice and wheat.

breakthrough occurred eight years ago, but had a number of deficienci~swith

children in Latin America: have demonstrated that the new maize variety is

more generally acceptable, both agronomically and from the consumer viewpoint,

Protein quality can also be improved.



indicated.
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adversely affect taste or nutrition.

{ ...'•.....•.'.•...,
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Green Revolution

In December 1970 a workshop of experts in plant breeding and fortifies·

The different breeding programs should be regularly subjected to cost

be able to predict and plan for such adverse developments, the nutrition and

In India, for example, there is some evidence that the 'Green Revolution is

creating a shift in land use away from the protein-rich food legumes to cereals.

This is actually decreasing the availability of low cost protein. Among the

While more total food has become available with the Green Revolut.ion,

• Research and production management support' must be encouraged to increase

many factor'S involved is the desire for the greater profit which may be realized

inadequate recognition and attention has been given to its nutritional impact.

from increased cereal yields compared with that of food legumes. In order to

agriculture offices of A.I.D. have set up a study group to review and monitor the

nutritional aspects of the Green Revolution •

the yield of food legume varieties so that they may remain competitive with

cereals, and to provide greater quantities at lower costs in any case. Such

characteristics,quicker cooking time and avoidance of alterations which may

research should consider not only total legume yield but also better' processing

analysis so that the relative cost/effectiveness of alterrtateapproaches for

joint Research and 'Development Planning and Evaluation Group be set up by A.I.D.

d.on, nutrition economics, food processing, ana food habits recoIlllQ.ended that a

achieviltghigher yield and improved nutrition can be determined.

and technclogical efforts to improve the nutritional quality of cereals by

to inter alia: provide general guidance to ongoing A.I.D. supported agricultural
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breeding and fortification, with consideration of costs, processing and

distribution. The Joint 'Group has been established, and staff of the

Agriculture and Nutrition Offices are developing and reviewing all Agency

breeding and fortification projects. One major objective is to develop new

policy guidance that A.I.D.can use in seeking to expand and sharpen the

attention given to nutrition goals by the international agricultural crop

..., research centers.

Nutrition/Agriculture Planning in the LDCs

Given an interested government official it is usually possible with

some exterria1 funding to set up a pilot demonstration project on an operational

activity in one· small area. It is, however, difficult to move from these modest

projects to a broader area or to the national level. The usual reasons are an

inadequate budget and pressures from many sources to support a variety of

programs. Thus it is difficult to get Agriculture Ministers to address the

nutrition proble~ in their countries, especially since nutrition has traditionally

been thought of as being the responsibility of the health sector. Granted, LDC

health officials 1JI.1st be prepared to offer guidance on the nature, magnitude,

and location of nutritional problems to help the agriculturalists decide on

what to do and where to do it, but major actions by Agriculture decision makers

such as nutrition-oriented modifications in agricultural policies -- could

proba&~y provide a greater impact on low-sost protein availability than efforts

in any other single program area.

For example, a pricing policy which would reward the farmer for growing

protein crops such as high lysine corn or selected food legumes and make

available low-cost protein foods to consumers could have a wide spread effect on



Bank, other lending agencies, and the Foundations would also make a similar

ii ..·.. '·..··.""..·.,

l.·.·.··.;'.·..·~···..
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In summary, the Agency will endeavor to use its agricultural programs to

analysis).

forth unless attention is given to good nutrition as a national goal.

Missions should begin immediately to include the nutrition dimension in

One step toward accomplishing this goal is to include in the agricultural

sector analyses that form the basis for future aid programming an assessment of

the nutritional implications of the country's sector strategy in relation to its

improving the diets of the rural poor. Such policies are not likely to come

host governments': of:recent developments in nutrition planning techniques and

nutritional problems. (Ideally, all assistance agencies such as FAO, the W6rld

By FY 1975, all Mission agricultural. program submissions should include a state-

bring about a significant nutrition impact by: (a) expanding R&D efforts in

their dialogue with host governments over agricultural assistance, should inform

ment of country nutrition goals and an analysis of the way in which these goals

plant ~reeding to give greater attention to nutrition, food processing, and food

techno~ogical progress, and should advise governments of the availability of

nutrition question is to be included in agricultural sector analyses immediately.

economics; (b) including the nutrition factor in agriculture sector analysis; arid

A~I.D. and other assistance in this field. Where feasible, analysis of the

are being addressed in the country's agricultural program.

agriculture program.

nutrition problems and the way they are being addressed by the country's

(c) including in the Missions' program submissions an analysis of the oountry's



lV-B. Nutrition and ~ood Technology
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Inmost developing countries, the low-income masses have a common con-

sumption pattern: the staple is a grain or tuber, from which most of the protein

and calories in the diet must come; the staple is usually supplemented with

vegetables and occasionally with small inexpensive bits of fowl, meat or fish

(a full portion of meat, fish or fowl being consumed only on special occasions);

the diet is usually monotonous, since the choice of inexpensive nutritious foods

is limited.

The infant is nursed for several months and may then be abruptly trans-

ferred to the adult,diet, of which the prime ingredient is the cereal, root or

tuber ~taple. Intermittently and in small amounts, the child may receive some

packaged milk or weaning food, often imported and expensive. The well-meaning

~ but nutritionally ignorant mother may'dilute the milk or weaning mixtures below

the minimum levels necessary to assure efficient utiiization, or commonly reduce

protein food intake (e.g. beans) during diarrheal infections when the child is

suffering severe protein loss. This results in the child being deprived of

protein when he most requires it for brain and body growth. Alternatively,

children in many countries are breast-fed too long without a solid food supple-
,

ment resulting in insufficient protein intake after the sixth month.

Since it is unlikely that there will be an early and significant increase

in the income of these masses, other means must be explored to increase the

nutritive content of the foods traditionally being.consumed and/or to create

new foods which wi 11 be readily available, low in cost, and acceptable for ~se by

infants.



Most cereals contain from eight to 12 percent protein, which however is

prices of these amino acids have been reduced as a result of new technologies,
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and it appears likely that they be reduced even more~with sufficient demand.

tion mix·:to insure that the protein is properly utilized and to create a food

Vitamins and minerals must also be added to the staple as part of the fortifica-

fish or legumes which are high in protein and have a good amino acid balance.

It is now possible to synthesize the amino acids deficient in: wheat

fortification with amino acids is of little value. However, the protein quality

capable of sustaining growth.

objective.

they must be included in the fortification even where protein is the major

fortification process. In addition, for some protein-vitamin relationships

minerals is very low and it is simple and inexpensive to add these during the

basic staple with proteins, vitamins and minerals. The cost of vitamins and

of such foods can be improved by adding protein concentrates derived from oilseeds,

of limited value since it is usually deficient in one or more of the essential
!!

amino acids. Some staples such as cassava are extremely low in protein, and

A promising possibility for doing this is through fortification of the

Protelnsare composed of long chains of nitrogen-containing compounds known as
amino acids. Of the 20 or so amino acids needed by man, all but eight can be
synthesized by the body. These eight have been labelled "essential amino acids".
The nutritional quality of a protein is determined by its quantitative and quali
tative amino acid composition. The. shortage of an essential amino acid limits the
utilization of all other amino acids present. Wheat, e.g. is deficient in the
amino acid lysine. This means that when all of the lysine has been used up in
protein syntheses, the body cannot use the other amino acids that wheat contains
to form protein. The needed additional ~ysine, however, may be supplied by the
other foods eaten with the wheat. Should the diet not include such foods, an
alternative is to add synthetic lysine to the wheat to improve the quality and
boost the quantity of the utilizable protein in the wheat. This is the principle
of amino acid fortification. ---- ...

(lysine) ; corn (lysine and tryptophane); and rice (lysine and threonine). The
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~ The cost of adding vitandns and minerals is already quite low. While othe~ costs

for such things as dist~ibution, packaging, and processing must also be con

sidered, they appear to be relatively modest; therefore, fortification of cereals

appears to be econondcally feasible.

The Agency has taken the lead in demonstrating the feasibility of

fortifying staples. A large-scale wheat fortification project is under way in

Tunisia, a corn fortification project in Guatemala, a rice project is being

carried out in Thailand, and a cassava fortification project is progressing in

Brazil. In each case technologies are developed for the addition of the fortifi

cants to the staple. Optimum levels of fortification are determined through

nutritional testing on animals and human subjects. Tests are made to confirm

that the basic food is not altered to the point where its processing characteris-

tics or its taste are adversely affected. The stability of the fortificants is

~also confirmed after use in traditional food preparations to insure that food

processing has not destroyed nutritional value. The question of costs must

be resolved by subsidy or by passing on the added cost to the consumer. In the

latter case, testing must conform that the improved product is not passed up

by the low income target population.

Meetings are being scheduled that will expose_ potential users of these

techniques to the field trails and to plan the transition from research and

demonstration to implementation. Africans, Asians, and Latin Americans from

cassava-producing countries met in Brazil in 1972 to review the progress of the

cassava fortification project there and to consider the relevance of the technique

for their countries. In September 1973 millers, nutritionists, and those who

control cereals policy in about a dozen wheat-eating countries will convene in



New Protein Foods

required to launch national progra~.

k:·.".·.~'.'.'··

~

- 26 -

(TM 2:1)Sup C1 to HB 2

From 1966 to 1971, the Agency has helped to create a momentum on the

low-cost food mixture, Incaparina, is marketed; in South Africa and Zambia,

Tunisia to examine the wheat fortification project and to develop the procedures

Other new products are being developed and tested in government labora-

The feasibility stage in .fortification technology will be completed by

distributed through regular commercial channels: in Guatemala and Colombia, a

undertaking to fortify portions of their major staples. India is already

fortifying centrally-baked bread in increasing quantities.

Another route to producing low-cost nutritious foods is via the

mid~1975 by which time it is anticipated that a number of countries will be

comme~cia1 food sector. Several formulated nutritious foods are already being

Ethiopia (l!!!) and other countries have been made but product viability is yet

tories and in the laboratories of the food companies. Interest .is high, but

part of u.S. food companies to enter this field by financing 14 feasibility grants

to be established. Snack beverages containing protein are being successfully

marketed in Hong Kong (Vitasoy) and Thailand (Vitandlk).

there are numerous problems to overcome before products reach a stage of successful

Pronutro has achieved commercial viability; fledgling efforts in Colombia (Duryea)

of failures, due especially to the problems of high cost or poor acceptability.

to U.S. food companies to explore the development and marketing of new protein

widespread distribution. In fact, for every success,~there has been a large number

foods. Four or five of the projects will most likely result in viable enterprises.



- 27-

Sup C1 to HB 2 (1M 2:1)

In itself, this isa relatively modest achievement, and it is recognized that

these foods initially will be available primarily in urban areas, to people

with relatively high purchasing power.

Many companies have begun to make high protein food products for such

reasons as self-protection against possible market penetration by competitors.

The General Foods Corporation has developed a high protein, low-cost macaroni

which it is offering through various licensing arrangements to LDC companies.

Nabisco is pursuing efforts at producing fortified crackers and cookies. Coca

Cola has produced the first carbonated protein drink and is seeking distribu-

tion arrangements in several countries. Other companies are developing their own

formulations. A.I.D. has stimulated this momentum and continues to maintain liaison

and offer guidance to the u.s. private food sectors but the Agency does not plan

any additional financial incentives. Instead, OPIC has in operation a similar

'-' program managed by the Agribusiness Council.~

A.I.D. is now providing high protein food grants to encourage~ food

companies to carry out feasibility studies or to purchase technical assistance

to develop low cost high protein foods. A three-year program starting in FY 1972

will provide assistance for some 30-40 projects out of which perhaps a dozen products

will be brought into production. The priorities in t~is program are staple foods

which reach large numbers of people (fortified pasta, bread, tortillas, chapati,

etc.) and weaning products which will permit availability of an indigenous product

at about half the cost of an import, which is usually the only weaning food

available.

AID supports a modest research effort aimed at developing technologies

that can be made available generally to the food industry to spur protein food



low cost application in the LOer s in the near future. For example, A.I.D.

in R&D and there is no need for government support, (e.g. development of

t'.·~·.'·
'II'
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etc.) and such efforts are also inappropriate for A.I.D. support. A.I.D. research

prove to be feasible in the longer range future (e.g. protein from-algae, leaves,

effort is limited to products or processes which are likely to have widespread

textured vegetable products in the form of meat, seafood, and fowl analogues).

emphasis on North Africa and South Asia), a project to determine the feasibility

supports a project to develop ways of improving wheat based products (with

In other cases, work is being carried out on esoteric protein sources which may

of developing low cost high grade coconut flour (likely pilot plant in Philippines

or IVo~ Coast), and a project to develop protein foods by extrusion technology

(currently in Chile and adaptable elsewhere).

. production. In many cases, the industry has invested many millions of dollars
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NutTiti01l and Child -Feeding Programs

, 1.. Food For Peace .. History and Program Evolution.

(TM 2:1)

Undert:he authority of P.L. 480, Title II {Food For Peace), the

United States donates .food for distributi.on in programs of emergency disaster

relief, child feeding, and in other social and economic development scheD1es.

Food is donated through U.S. registered voluntary agencies, international

U.N.-related agencies such as UNICEF and the World Food Program, and through

government-to.. government channels.

In the early years of the program (begun in 1954-5) the emphasis was on

initiating and then expanding programs. In a time when the U.S. was possessed

of huge surpluses, there was great interest in "disposa1"....and in fact disposal

of agricultural surpluses was written into the legislation as an objective.

During this period there was a tendency throughout the Agency to look at

the Title II program as an add~on which was not really an integral part of the

development program. The major program concerns of the Agency were such things

as avoiding diversion of commodities, whether the food grants interfered with

normal marketing, and other administrative and management questions. The Agency

devoted more manpower to auditing the programs than it did to program development

and monitoring. The major image of the program was .Dne of relief and humani-

tarianism.

, In the add.. 1960's the Agency began to shift the program away from the

concept of relief, with the exception of emergency disaster relief which was

and remains a priority, and more toward development. PrQgrams providing food to

the chronic econoDnca1ly needy, particularly those serving families with able bodied

men were phased down. Emphasis was placed on promoting two types of progra~1



gram's effectiveness as a tool to combat malnutrition. After two unsuccessful

attempts, the Agency,supported by the Department of Agriculture, suceeded in
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When people subsisting on a very low protein ~iet (such as those .in areas

About the same time, the Agency began to take steps to improve the pro-

institution-based program. The Agency formally established priorities assi~ning

schools, in a maternal-child-health center. type of scheme, or in some other

(1) community development~ food for work and other self-help programs i~ which

the food was used as payment in kind to put people to work on improvement of

the community, and (2) supplementary feeding programs for children enrolled in

the highest level to programs reaching pre-school children* with a second priOrity

to school feeding schemes.

should be combatting malnutrition. This was achieved with the Food For Peace Act

convincing the Congress that the wording and concept of "surplus disposaP' should

of 1966. The legislation provided that the Secretary of Agriculture take into

quality of the foods distributed.

where cassava or plantains are staple) are fed high protein foods such as non~

fat dry ~lk (NFDM), the Vitamin A deficiency is exacerbated (it haVing been

* A5used here and throughout, such programs also included pregnant and nursing
women.

agricultural policies and programs. It also permitted providing foods other than

those in surplus. Subsequently, steps were taken":to upgrade the nutritional

Sup Cl to HD 2

·consideration overseas food sales and donation needs when planning· domestic

.be removed from the legislation and that a major objective of the legislation
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To solve this problem, Vitamin A and D are now added to the non-fat dry

milk b~ing shipped overseas. It has been standard practice to fortify wheat

f1our~hipmentswith Vitamins BI , B
2

, Niacin and Iron as is done in the U.S.,

in addition since there was widespread calcium deficiency among the poor in

removed with the fat). this can cause eye diseases leading to blindness.

'-' the LOCs, the U.S. began to fortify wheat flour shipments with calcium. Yhen

it became apparent in 1966-7 that the supply of NFDM would be sharply reduced

(as had occurred on two previous occasions), and since most child feeding
,q;

progra~ were dependent on this commodity as a protein source, the government

and private indUstry joined hands to create special nutritious, blended mixtures

such a~ CSM (a corn-soy-milk mixture with vitamins and minerals added) and WSB

(a blend of wheat flour, soy and vitamins and minerals) which could be served

in a variety of ways in child feeding programs. Lysine fortified bulgur was

made available for emergencydisaste'r feeding, and a new "instant" CSM was used

in Bangladesh. Soy-fortified oats are now being programmed, and in general, the

nutritive value of the Food For Peace commodity shelf has been drastically

improved.

2. Evaluation of FFP - Until recently, the expansion of supplementary

child feeding programs has been accepted without question as being desirable.

Certainly a strong case can be made that children's diets are improved and that
, '

the programs are popular with political leaders and with the people who partici-

pate in them, but when one approaches the question of the relative cost/effective-

ness of alternate approaches to reach siudlar objectives it becomes apparent

that there are many unanswered questions concerning such programs. ~t per-

centage of children do .they reach and are they likely to reach the neediest



To find the answers to thes~ questions, the Agency has undertaken a

as part of a broad nutrition strategy.

in money
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children even if expanded? What are the costs of such expansion

A.I.D. is also conducting an evaluation of the blended foods distributed

do the programs have any demonstrable effect on enrollment, on drop-out rates,

project to evaluate supplementary feeding programs for children. A literature

selected nutrients when compared to other alternatives?

for distribution act~al1y reach the child, or is it sold, or eaten by the family

menta~ feeding programs most likely to be effective, and how do they fit into

wise be served the child? Does the food given at a maternal child health center

would be hard to deal with if an external food subsidy were withdrawn? To

as a whole. or used to feed animals? Are habits and demands being created which

in scarce trained personnel -- in warehousing -- transportation, etc.? Are the

country strategies? And what are the costs of delivering a given amount of

on attenaance, pr on classroom performance? Under what conditi~ns are supple-

search has been completed, a research protocol has been developed and reviewed

what degree do the foods matter nutritionally? In the case of school feeding,

by a panel of experts, and field evaluations will begin in three countriesea~ly

in 1973. The project should be completed by the end of the year and will provide

a better basis for guiding the Agency's policies and programs in child feeding

the objectives for which they were designed. Field evaluations have been

completed in India~and the Philippines, and will shortly be completed in Brazil.

under thelFP program to determine whether and to what degree they are meeting

Supel to HB 2

.foods actually supplemtal to the diet or do they supplant food that would other-



~ The resultsofthes~ evaluations, will be available in. 1973 and will provide

answer~ to questionsre~ardingdegree ofaccep~abilitY'ctypesof use, extent

to which they reach target populations, their pote~tial for commercializati()l1,

etc. The evaluation should also reveal the reasons fQr the relative effective-
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ness of these commoditie~ in different programs. The. results of the$e evalua- .

tions, the Agency's own on-going self-analysis and tpe recently complet:edeva~1Ja-

tion of P.L. 480, Title II (known as the Checchi repQrt) will be useful to .the

Agency in its long range planning in nutrition in general and Food For Peace in

particular. Meanwhile, a number of actions are al~eady idenfified which could

enhance the effectiveness of child feeding programs in reaching A.I.D. nutrition

goals.

Among these are the following:

(1) Combatting malnutrition should be made an integral part of the

A.I.D. development program and child feeding programs an integral part of the

A.I.D. nutrition strategy. The latter will require a change in field project

design, presentation, and processing.

(2) Through the programming process, LDCs should be encouraged to

develop nutrition programs in which child feeding programs may be a component,

with specific time-related goals.

(3) The Food For Peace programming process and Nutrition programming

.., proceSs should be ·formally ·linked by requiring Office of Nutrition review and

concurrence of all child feeding programs.

(4) Selected field personnel should be trained to handle nutrition

programming, including child feeding programs. Where university contractors Or



grants described in the section on Food For Peace and Nutrition.

tent with country and Mission priorities.
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(9) Operational studies should be undertaken to.determine the effects

of greater concentration with improved diets and intensive nutrition education

level (Grade 6) should be gradually phased out.

and feeding programs should be provided by offering technical assistance and

(8) School feeding programs for children above the elementary school

strengtheningvolagency capability to do this through the provision of programmatic

other resource aid, (manpower training, education materials, weighing sca~es,

etc.).* This effort should receive special stress.

trateon those interested and more needyLDCs in which governments may not be

(5) The U.S. registered volagencies should be encouraged to concen-

and Food For Peace Officers to assure that child feeding programs are consis-

equipped for the task. Consideration will be given as to the 'need for

(6) A greater incentive to the development of preschooler nutrition

*As was demonstrated in the Agencyf"s highly successful "Operation Ninos" program
in Latin America in 196j~65, the provisi6rl of equipment on a one shot basis can
help to generate expansion of such programs. Despite the fact that AID and every
nutrition authority has for years stressed the importance of pre-schooler pro
grams as compared to school feeding, the ratio of school ,children being reached
is still about 4 to 1, due to the fact that school children represent a captive
and easy to reach group and pre~schoolersdo not. Reaching them via feeding
programs will require some assistance in developing an infrastructure. Expansion
of multi-purpose, health delivery systems, that achieve mass coverage of the most
basic health services for mothers and young children at costs LDCs can afford,
will provide a ready vehicle for at least the information/guidance part of
efforts to reach this' primary target group. Experimentation with supplemental
feeding through the same network may be tried where feasible.

. other intermediaries are used, they should work closely with Mission program



- 35 -

Sup C1 to HB 2 (1M 2:1)

in school feeding programs on pupils in the first two to three years. (There

is some evidenc~ that nutritionally deprived pre-schoolers can "catch-up" to

their cohort peers with a proper diet and intellectual environment.)

(10) Schools should be encouraged to introduce weighing programs to

provide a basis for monitoring nutritional status of the population•.

(11) Where possible, food fortification and new local nutritious food·

development schemes should be linked to local child feeding programs since these

efforts can be mutually re-enforcing_ The provision of a reliable initial market

for these foods can make the difference in their commercial viability, while the

availability o~ local low cost nutritious foods can provide a helpful basis for

continuity following phase-out of U.S. commodity assistance.

(12) The United Nations Agencies such as FAO, WHO, UNICEF, and the

World Food Program should be encouraged to adopt similar policies.

(13) U.S. food donations should be concentrated in those countries in

which the child feeding program is a part of an overall nutrition strategy or

where there is evidence that the child feeding program can be the cornerstone of

a developing nutrition strategy.

3. Role of Voluntary Agencies - Since over half of the child feeding

progra~in the LDCs have voluntary agency participation, and since these agencies

(such as CARE, Catholic Relief Services, Church World Service, etc.) sustain a

volunteer force of about one million persons overseas, AID has been trying to

stiDl1late the voluntary agencies to shift their activity concentration from food

distribution per ·se to comprehensive programs involving manpower training,

nutrition. education, utilization of domestically-produced protein foods and
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tribution were discontinued.
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4. Food For Peace and Nutrition Inter-Office Relationships. The-Office of

prevention .of malnutrition over the long term without dependence on external

For the future, it is proposed that the Agency fund incentive block grants

of providing modest "incentive grants" to permit the agencies to undertake new

As a first phase effort, AID conducted a three-year program (1969-70-71)

nutrition supplements, and programs which generally aim at providing a basis for

nutrition projects. Projects were undertaken mostly with the objectives of

program, including making modifications in policy and program priority and, with

consumers, or combining the delivery of complementary services such as nutrition,

to selected voluntary agencies who would wish to tool up for a broader nutrition

improving the effectiveness of feeding programs by training manpower, educating

such funds, be able to add the staffing, undertake the tra~ning, etc. required

voluntary agency resources into nutrition programs.

the major responsibility for management and make some sub~grants for area or

for wider and more sophisticated nutrition planning. The agencies would assume

country projects. An important stipulation will be that Food For Peace resources

independent of external assistance and not collapse if the Food For Peace con-

Food For Peace and the Office of Nutrition have been cooperating in a number of

would serve as interim support only for programs that could continue in operation

ways, including the following: .

. health and family planning. These projects generated an augmented flow of
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Both offices participate in the interagency.committee
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(chaired by USDA) which considers proposed new foods for

inclusion in the Food For Peace program,

(2) TA/N, as well as the regional bureaus, is invited t9 sit

in on the FFP sub-committee which reviews supplementary

feeding programs,

(3) TA/N provides recommendations to FFPon the size of rations

to be allotted in programming various commodities,

(4) FFP, as well as the regional bureaus, was represented on

the TA/N committee which reviewed all volagency incentive

(5)

(6)

grant proposals,

FFP participated in the planning for the TA/N-sponsored

evaluations of blended foods and child feeding programs,

FFP, as well as the regional bureaus, participated in the

TA/N chaired committee which reviewed industry grants for the

commercial development of low cost high. protein foods,

(7) FFP and .WNboth participate with regional bureaus, the

Disaster Relief Coordinator, the Voluntary Foreign Ai.d Staff

atld the Volagencies in the planning Qfthe significant emergency

disaster relief programs,

(8) FFP field and Washington staff participate in the TA/N-sponsored

Agency-wide In-Service Workshops on Nutrition which take place

every two years.
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Nutrition and Health

Malnutrition causes more deaths and wreaks more havoc on the health of

IV:'D.

that malnutrition is a major public health problem, national nutrition progJ;ams

been overlooked. Although medical personnel in the LDCs recognize the fact

young children in the ~s than any other single disease. Yet, the need in the

There' are some encouraging signs that this is beginning to change. For

LDCs to give this problem the highest priority -- or even a high priority has

example, the Ministers of Health of the Americas, meeting in Santiago, Chile

patient basis•.

given a high priority.

conducted by health ministries tend to emphasize treatment and rehabilitation

rather than prevention. Unfortunately, few public health physicians exist in

the LDCs; hence, the LDCs tend to support hospital based rehabilitation programs

that reach only small numbers of people and al:e relatively costly, on a per

in October, strongly recommended that the prevention of child malnutrition be-

In providing an analysis and rationale for a health program, the Agency's

Office of Health* has rated the key nutrition-rel~tedhealth problems as (1) the

the problem of health delivery capability resulting in a situation whereby only

inefficient use of food energy and nutrients, duet:o widespread in·fections· which

10 percent of populations in develop~ng countries have ready' access to ·health care.

impede intestinal 'llalabsorption, and fevers which increase body metabolism and .

cause nutritional imbalance through accelarated calorie and protein use, and (2)

*MUch of the following discussion is taken from the A.I.D. paper on '~he Health
Issues" prepared by Dr. Lee Howard, Director, Office of Health, TAB.
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Foodi,svasted intwo!"ays,:,

(al Di.seaseand infectio~, when accomp~nied b,fever increases the

body'smetabolism and raises,energy requirements drastically. This can make

impossible the retention of protein by the'j)ody even with very high protein

and calorie intake. Hence disease and infection can cause malnutrition.

Conversely, malnutrition reduces the body's ability. to ward off infection.

(b) Food energy waste also occurs from failure of food absorption from,

the intestine as a result of food and water pollution.

If the problem of intestinal malabsorption is responsible, in some

countries -- as alleged -- for food losses of up to 20-25%. and if it were

possible to prevent-the disorders which result in malabsorption, it ~ght be

possib'le to make an impact on malnutrition through an effective disease preven-

tion program. To determine the nature and magnitude of the malabsorption

problem and the current status of knowledge regarding causation, cure, and pre~

vention , the Office of Nutrition, in collaboration with the Office of Health,

sponsored a ndni-conference on the subject, convened by the National Academy of

Sciences Committee on Inte~national Nutrition Programs On AID's behalf. The

conference concluded that, current knowledge has not advanced to the point

of isot,ating specific etiology, let alone identifying treatment or prevention

~ measures other than environmental sanitation. Nevertheless, the conference was ,,'

useful in providing the necessary guidance in research and oper,ational activ~ties

whichWtll hasten the acquisition of the knowledge necessary to make program

judgments. In addition, it gave current researchers a clear focus on the kittd

of research priorities required. Hopefully, this also will spawn such research

with the financial support of agencies other than A.I.D.



A quantum increase in the availability of traditional, hospital and

attempt to identify feasible operational programs to deal with thiS problem.

intestinal wastes. A modest A.I.D.-sponsored research project isunde~ way to
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It would appear that solutions lie in improvement ofmanfs environment

through water protec.tion, waste disposal, and public education regarding the

expense this··would involve and the great demand it would make on manpower

physician-based health services is unlikely in the near term due to the great

Sup Cl to HB 2

consequences of continuous contamination of food, water, and soil with· human

resources and administrative capacity. Innovative alternatives must be identified

as well as techhiques for combining the delivery of Health, Nutrition and family

Planning Services for greater effectiveness. As part of a strategy that overlaps

on programming tecbrtiqueand level of effort desirable.

Health, NUtrition, and Family Planning, the Agency is currently exploring the

feasibility or establishing multi-purpose integrated delivery systems in several ~

countries. The results of this effort will provide a basis for future decisions

It is important to note that aspects of better health, nutrition and

family planning can be "delivered" outside the formal government facility which is

usuallyreferre'd to by the:-term "d.el1very system"-; Such other roiites must play an

important role if the cost: of runn~ng a lrldespread government apparatus (even

if it achieves cost reductions via intergration) is not to prove a major

stumbling block to the feasibility of expanding Health/N/FP delivery.
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While varying in degrees of fervency~ there is an almost unanimous

opinion among nutrition workers that widespread ignorance of nutrition is a

major factor in the malnutrition problem. According1y~ a wide variety of

projects are in operation 'Which aim to teach people (usually mothers) some-

thing about the choice of foods for the family diet~ how to prepare or serve cer-

'-' tain foods~ and the causes and means of preventing malnutrition. There is a

vide1y felt belief that all nutrition education is good and more is better.

On closer scrutiny~ there is reason to question this assumption.

Programs vary greatly in terms of:

(1) The message -- is it general (nutrition)~ nutrient specific

(eat protein)~ or commodity or product specific (eat beans with

your rice).

(2) The medium -- verbal messages via loudspeaker or radio~ written

messages via poster~ newspaper~ etc.~ visual demonstrations~

various combinations~

(3) The frequen~y of exposure~

(4) The motivation being addressed - (pride~ gui1t~ duty~ love~

etc.)

(5) The target -- mothers, directly~ mothers indirectly (through

the child) ~ ·fathers:~chi1dren.

The relative effectiveness of different techniques under different

conditions is not known. There is little information on the nature and extent

of.behavior change .realizable through various techniques and there is no known

basis for estimating costs and other inputs required to bring about a desired



•

It is planned that other countries and different problems will also be

tested so that desirable broader data will be available at an early date. More ~

substantive data on techniques,costs, and impact woul~ provide national planners
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even nutritionally deleterious consumer behavior (by promoting sbftdrinks,

processed foods, high fat and carbohydrate snacks, bleached flour breads, etc.).
I

level of change. Such knowledge is necessary to permdt effective planning

~f the education component of nutrition programs, and accordingly, the Agency

has initiated an evaluation designed tb provide some of these answers. An

exhaustive literature search has been completed and an evaluation methodology

has been developed and reviewed by a panel of experts. The methodology is

being modified and field testing will begin in 1973. There is irrefutable

evidence that consumer behavior is being modified all the time by the use of

Under A.I.D. auspices, a ''Madison Avenue" advertising agency has

mass media by the advertising industry. There is justifiable cbmplaint that

A.I.D. 1s currently sponsoring work on the development of strategies

these powerful resources are generally being used to promote non-nutritious or

explored in three countries the possibility of applying advertising techniques

to promoting better nutrition. These initial surveys suggest the feasibility of

launching nutrition education programs using government-owned radio stations and

This resource can be applied to promoting good nutrition rather than bad.

complementary media. A modest one-country, single problem project to test this

will begin in Ecuador in 1973 and be completed in 1975.

education. In addition to literacy, family planning and basic homemaking and

for the application of modern educational technologies in the area of nonforma1

with a basis for deciding on the feasibility of such programs in their countries.

Sup Cl to HB 2
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job skills, nutrition education should be a pdority subjec~ since information

on the ef!ectof diet on health and wellbeing is basic to the ~elfare of the

masses of lower income people. The Office of Educatiqn and Human Resources

and the Office of Nutrition are cooperating on a project to test the use of

modern educational technologies in improving consumer behavior. Strategies

b~ing developed by the Agency at this time will address the problem of too-early

weaniugand.abrupt trandtion from high-protein breast milk to low-protein cereals

or tubers. A protocol for field testing will be developed in 1973 and applied

in 1973-74.

A.I.D••also conducts a modest program of developing and testing new

education tools and techniques which' fill. identified gaps: e.g. ,·the use and

eyaluation of a simple weight chart on which the weight gain of the child is

plotted over the first few years of life to give the mother warning of malnutri-
-._-." -.~

tion when the indicated weight falls below a prescribed range.', The· chart is

usually used to promote nutrition education in supplementary feeding programs. It

has been very much in demand (millions have been distributed in over 30 countries)

and appears to be ~ very low cost technique, both for motivating mothers to try

harder to improve their child's nutrition and for helping them to manage such

efforts.

In summary, the A.I.D. Nutrition Education strategy concentrates on

innovating techniques in face-to-face and mass media"programs and in cost

eli'aluation and iq»act, with a view. to providing planners with a basis for choosing

the putrition education components of thei; nutrition programs.



centers.

services •
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The provision of health -and nutrition services along with family

These re1ation$hips have the following implications:

,(1) The implication to A.I.D. of the "better spacing, smaller

families" argumene is to give ,high priority ina nutrition·

program to family planning. The Agency is, of couTse,.glvlng

(b) it may remove a religious or cultural barrier to visiting

centers which are identified solely as family planning

highest priority to encouraging family planning for a number

- result in a greater willingness to take advantage of family

(c) it may create a more efficient way of de1i~eT~ngthe several

planning services.

There are three principal relationships between nutrition and family

'(2)

. (3) Better nutrition, by redUcing child mortality, may reduce the

p1anningwhlchcan be differenU'ated 3S follows: .

(1) Better spacing of children leads to smaller fami1ies,more

IV-F. Nutrition and FaritL1x Planning

betternutrition.·
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planning services may have several benefits:

(a) by indicating concern for people's well-being, it'may

favorable· food availability and better matema1 health, and thus-results in



. trisomecountries, food distribution networks extend into areas which are

otherwise be reachable for many years. This is especially true in the case of

programs operated by non~government organizations, such as the u.s. registered

(1M 2:1)Sup Cl to HB 2,
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of reaso~s, going well beyond nutrition.

In some c;aseSj' new family planning programs have encountered'

resistenc;eon the part of governments and on the part -of

ther~may be a belief'that the progrli1ms are directed "against ll

potential practicioners. The reaSQns may be -religious, or

of reducing populations or preventing births. I~ such situa-

and urging -- which has essentially a "negative" connotation

parenthood with the ~'positive" aspect of preventing illnesses

are part of a more comprhensive program for responsible

tions family planning programs may be more acceptable if they

non-white populations; and, 'in some countries it is politically

not feasible to adopt a program -- with foreign assistance

or sarlngthelives of their existing children. There is .

already some evidence emerging that mothers who see their

children Visibly improved in a nutrition program develop a

greater 'confidence and trust in the program which has pro-

vided the nutritional benefits arid become more receptive to

fam:f.~yplanning•

(2)

not reached by health or fa~ly planning centers. Adding family planning services

to these centers ~ould enable such programs to, reach remote areas which would not



prograDIDing.

efforts among the·offices of Health, Population, Nutrition and Education, and
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voluntary agencies. These agencies, long involved in food distribution programs,

have begun in recent years to conduct programs of nutrition and family planning,'

but their efforts have been relatively modest. They could, become a major

resource for developing and extending integrated health-nutrition-family

of Food For Peace commodities is being reduced and since governments have begun ~

to assume managemen; responsibility for some of the school lunch and other

programs in which these agencies formerly played a vital role, it may be an
I

opportune time for them to consider a major shift in program emphasis. A.I.D.

should encourage and assist in this effort.

planning programs if they opted to give this o'bjective theirhighe~t priority

and Hthey could. obtain additional resources. Since the availability to them

I As indicated in the section IV-D, "Nutrition and Health", the Agency

An inter-Office and inter-BureaucolllDittee is nelping to coordinate the
•

planning services.

between these and the Regional Bureaus. These efforts and those of the voluntary

is currently exploring the feasibility of assiSting countries to establish multi

purpose integrated delivery systems combining ,health, nutrition and family

deliveringthe' various services.' Alternative systems will be te,sted and

evaluated in terms of cost and effec.Uveness. This will produce i~formation
I . ,

serviees in ~nfluencing acceptance of the others, and the re~!~iv~ costs for

Sup Cl to HB2

agencies will be studied to determine the conditions under'which various combina-

tioJlsof services are most desirable, the relative importane.e.of each of the

which will be useful to guide the developing nationsandA.I.D. in'future
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Family planning and nutrition. programndng have siad1ar problems with

respect to reaching target populations and it is significant to note that in

most cases the programs share a common goal: to reach' fertile ~others. The

family planning program seeks to provide her with the why and wherefore for

spacing of children and preventing unwanted pregnancies; the ~utriti~n program

seeks to provide her with the why and wherefore for providing, the existing young

child with a diet which will prevent the onset of malnutrition •.

It is estimated that at this juncture family planning P!ograms reach

only about ten percent of fertile women; the ~ercent of women being reached with

nutrition services is unknown. but is likely to be not much greater.

'. The extent to which combined services are being provided is unknown. but

it may be assumed that there are many cases in which combined services are~

being provided. Given the recognized need for improving and expanding delivery

systems for both of these services (as well as for various health services).

it would be logical to explore the possibilities of "piggy-bac~ing" respective

delivery systems and providing for combined services in new de~ivery networks.

A clear statement on the question of motivation for family planning being

influenced by better nutrition and reduced infant mortality was produced by the

President's Science Advisory Committeer.

''That reduction of population gro'fth:is essential to achieving a

balance between food supply and food need is an obvious. easily understood. and

widely appreciated fact~ II

''there is, however, another more coluplex, less well-known. and crucia~ly

important relationship between nutritional needs and family planning. Surveys of



rates of both births and deaths. With mortality declining

secured the desired number of living children."

- 48 -

('I'M 2: 1)

'~opulation stability in the past was maintained by the higher

son may be needed for ritual or economic purposes but it is common to want two

sons to insure against the death or incapacity of one. Couples must average four fij
children to obtain two sons."

"If we assume the necessary preconditions for reducing fertility rates

average number of live births per woman in the developing countries is 30 percent

of children desired are higher than in the developed nations. Furthermore, the

greater than the desired number of children."

"Availability and efficacy of pills, intra-uterine device~ and other

the attitudes of married couples in developing countries show that the numbers

'~mphasis on the desire for heirs leads to large families.' Only one

technical means for birth control are largely irrelevent until couples have

in the developing countries are low infant and child mortality and a public

awareness that mOrtality is low, then we have the apparent paradox that a

reduction in mortality will reduce rather than raise the rate of population

growth.,J/

Berg and Musca~/have further analyzed the issue concluding as follows:

1/ The World Food Problem,A Report of the President's Science Advisory
Committee, The White House, May 1967. Vol. t, P.14.

1/ Berg, Alan and Huseat, Robert, ''Nutrition and Development: The Vie,'1 of the
Planner". Paper prepared for May 1971 meeting of the U.N. Secretary-General's
Panel to formulate a United Nations Strategy Statement on the Protein
Problem Confronting the Developing Countries. Minea.
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in the developingcountries,cleaI:'ly the only acceptable route to

re-establishmentof stability (or tII1ch slower growth), is'a regime·
\ .... .

of low rates of both births and deaths •. Alth~ugh fUI:'ther lowering

.of child mortality is not sufficient by itself, fertility is 'un

likely to come down to acceptable levels without it. Thus~ para-

doxically. an important contribution to 10weI:' population growth may

be to keep children alive."

The implications of these hypotheses are of profound importance in

determining programmdng directions; yet, only a relatively modest level of

effort is being diI:'ected to the study of these I:'elationships. Field studies in

India by Revelle of Harvard and TayloI:' of Johns Hopkins will add considerably to

. our understanding, but their results will not be available for several years,

and their relevance to other countries will be limited. Several other small

studies have been carried out and several broader ones have been proposed for

Indonesia, Haiti. and elsewhere, and these might also produce useful additions

to our knowledge, but instead of responding to requests ~or support of a variety

of projects. it would appear to be more prudent for A.I.D. to plan a more

systematic approach to tackling this question. What is the current state of

our knowledge in this area? What do we need to know to permit proper planning

~ by governments a~d by A.I.D.? What kind of studies are needed to provide us

with this knowledge and in~what magnitude? Are the pre-conditions for such

studies available -- .in terms of data, manpower, etc?

To find the answers to these questions, A.I.D. will convene in 1913 a

mini-conference at which selected experts, including those currently involved



in research on this question, Will develop appropriate recommendations for

the Agency. The Offices of Population, Nut·rition·.a~d Research ar.e :collaborating in

this effort.

•
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Other Considerations

1. Institution-Building in the LDCs.

('I'M 2:1)

In most of the LDCs, institutional capability and availability of

competent personnel are inadequate for developing and carrying ou~ the multi

disciplinary nutrition programs described herein. The existing tr~ining pro-

grams, third-country or U.S., are on too modest a scale to make any real impact

..., on needs in trained manpower. 'While there has been every effort made to

involve local personnel in research projects (and certainly individual knowledge
, ,

and capability are enhanced), this contributes little to building institutions.

It would appear that an adequate institutional background in the LDCs that

would permit operation of an effective nutrition program will entail more ,sub-

stantial initial inputs from outside.

These might be in the form of institutional development grants, pro

~ viding u.s. institutional collaboration for development of an independent LDC

capability. 'Where meaningful local 'institutional strength, contributions and

interest are evident, Missions should examine project elements for eligibility

under institutional development assistance.
"
In the meantime, every opportunity for bridging the gap in institu-

tional capability should be utilized. The Agency, e.g. employs local personnel

and institutions to the maximum extent in research and development activities.

It holds international meetings and workshops in LDCs'where on-the-site nutri-

tion projects can serve effectively as focal points for study of project status

and applicability elsewhere. One such meeting on cassava fortification was held

in Guatemala last year under the, auspices of the Institute of Nutrition for

*



Sup C1 to HB 2 (1M 2:1)

- 52 - i\.'r·.·.·.·.."~·.•Central America and Panama, another is scheduled in Tunis this year on wheat

coincide with those of A.I.D. Nevertheless, the Agency and the U.N. Agencies

ECOSOC and the General Assembly, in Board and Council meetings;

(a) attaining international.Major goals in Agency-U.N. relations are:

Committee and adopted if appropriate, obViating the need for

independent and dup1icatory study;

provide nutrition guidance to WHO, FAO, UNICEF and other member

2. Relations with the U.N. Agencies

The objectives and approaches of the U.N~ Agencies do not always

agencies -- these positions are reviewed by a Nutrition Advisory

The U.N. Protein Advisory Group (PAG), the body with a mandate to

U.N~ attendance at AID-sponsored nutrition conferences, and A.I.D.

share knowledge and collaborate in reaching scientific policy positions on

nutrition issues through various means including:

fortification, and another in Brazil on legume improvement.

participation in U.N~ Agency-sponsored conferences.
\

The Agency, while not wishing to exert disproportionate influence on

decisions .concerning nutrition, but desiring to avoid what had become a Widening

more active U.N. member state, exercising the role and responsibility of a Board

gap between positions,has recently intensified the dialogue, and now acts as a

of Directors member.

national and bilateral agencies to avoid over1apping,competition and to ensure'

consensus on priorities and a consistent strategy stressing the need for LDC

governments to assume major responsibility for undertaking nutrition planning

'. and programning;' and (b) appropriate division of labor among the 'various inter-



that essential areas of activity are covered. This latter may result in pro

moting country concentration by the different agencies, thus promoting

effective programming and making it easier for A.I.D. to maintain its strategy

- 53 -

Sup Cl to HB 2 (1M 2:1)

of· concentration on a limited number of potentially high impact activities.

3. Ecological Considerations.

Faced with a multiple of the difficult and complicated problems

of fostering development, nations are often not immediately concerned with

environmental problems. Nevertheless, the Agency can take some actions during

the process of conducting nutrition programs to minimize environmental problems

without compromising development.

An arr~gement has been worked out with the American Institute of

Chemical Engineers, a private professional society affiliated with LIFE, under
I

which the Society will work with A.I.D. to prevent environmental pollution

" attributable to nutrition and food science development activities. An AIChE

Comud~~e~ has been set up for this purpose, and professional volunteer experts

are being recruited to provide technical information and support. It is hoped

that the following activities will emanate from this project:

a. Information on solid waste disposal and other environmental

protection aspects in the food processing industry will be disseminated to the

LOes through the medium of the regular newsletter distributed by LIFE.

b. L1FE will solicit and the AIChE Committee will respond to request

for technical assistance in plant design to incorporate provision for proper

waste disposal and other environmental protection activities.

c. One or two pilot projects may be undertaken by the AIChE Committee

in AID' 5 behalf to test the economic as well as technical feasibility of re-



proteinwpply.
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AID'S RESPONSIBILITIES IN NUTRITION .

SUIIIIlary

Nutrition well-being represents the most basic need of the poor in

low income countries. Depending on one's definition, most AID programs

(i.e., agriculture, health, family planning, education and food for peace.

plus direct nutrition interventions) relate in some'way to the nutritional

status of populations. Yet. 'we know relatively little about the magnitude

of these effects and, in some cases, are not even entirely sure of the

di recti on.

, The paper suggests a number of areas which AID coul d

~ pursue more actively than it has in the past. These initiatives fall into

two bas 1c categories: (1) detennining and improving the nutritionl

consumption effects of development policies, particularly those in the

agricultural sector, and (2) development of nutrition components of

integrated services designed to meet the basic needs of th~ poor.

Introduction

Improving nutritional well being or consumption is probably the most

basic component of any basic needs strategy and thus emerges naturally

from the Congressional Mandate. AID. in fact, has taken many important

programmatic initiatives in this area, and has assumed a key leadership

role in the nutrition field.

The World Food Conference, held in Rome in 1974, paid specific

attention to the need in LDC's to undertake programs to combat malnutrition,
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particularly that which exists among the poor in LDC's whose income is

not sufficient to provide their minimum daily food requirements. Those

resolutions dealing with malnutrition gave recognition to the fact that

development programs aimed at increasing food production. even if

successful. will not. of themselves eliminate malnutrition among the

poorest and most vulnerable groups unless accompanied bY other efforts

designed to affect income distribution and dietary intake patterns. The

International Food Policy Research Institute (IFPRI) in a recent paper

made this even more explicit. IIlf... production expansion is a necessary

condition for sOlving the nutrition problem in the developing countries.

it is by no means a sufficient condition ...• lncreased food production may

bypass the neediest groups of the population if it does not help to raise

their incomes. and it can also result in lower incomes and food consumption

under some circumstances."

An estimated 25 percent of the ~rld's 4 billion people presently are

consuming less than 80 percent of their daily minimum requirements:

leaving aside China (where. however. available information indicates

reasonable nutritional well being). the great majority of these persons

are located in South Asia and Indonesiai the Saheli and the poorest countries

of latin Americai Haiti. BOlivia and Honduras. The magnitude of the mal

nutrition problem in these areas is considerably worse than in the rest of

the developing world although there are pockets of severe malnutrition in

virtually e.v.e~y low income country.. (Secj)nd and tMrd degree IIIlnutrltfon t~

found in less than 5 percent of the youngchl1dren in Chile, while in parts

.:. ·li
W
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of South Asia it affects over 50 percent of the children.) Within these

countries, in turn, the most serious malnutrition is found among landless

laboring families and in urban slums. The~e persons in these countries

should represent the primary target of any AID nutrition strategy. At

the same time, with scarce resources, there may be wisdom in directing a

~ portion, in some cases a large portion of available resources to the most

vulnerable population groups, chi1dren in the first years of life and

pregnant and nursing mothers, who suffer most from the consequences of

maln~trition, and usually benefit last and least from increases in family

income.
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~ On1y a small proportion of Section 103 (Food and Nutrition) funds

are devoted explicitly to nutritional improvement. While AID nu~rition

funds have increased from $6.6 Million in 1973 to an estimated $46 Million

in 1977 and a projected $55 Million in 1978, this represents less than

10: of the estimated $587 Million requested in FY 1978 for "food and

nutrition".

One response is that nutritional well being is affected by a range

of Agency programs; that small farmer production efforts, rural develop

ment projects, health activities and PL 480 have a significant effect

on nutritional status in low income countries -- perhaps far greater

than direct nutrition expenditures. This paper presents an impressive

listing of such programs. The problem is that, by and large, we have

no real idea of the nutrition, or stated otherwise, consumption - or

stated even more boldly, equity effects of most of these programs,

particularly tnose in the agricultural sector.

This paper begins with a brief statement of the ideal, i.e. ways

in which development policies ought to address malnutrition problems

in low income countries. It then proceeds to describe, briefly, existing

Agency programs which appear to be nutrition-related (i.e. what we're

~ doing now), and identifies two sets of primary needs which could be at

least partially addressed by the Agency, (i.e. new action we can be

taking). The paper then discusses program alternatives designed to

meet these needs, and steps which the Agency might take to facilitate

these programs.

I. Nutrition and Development Policy

\.I Ideally, malnutrition problems in low income countries should be

addressed simultaneously (1) through increased food production and



ehlp10yment generation and (2) through increased access by the poor to

health, education and food distribution services.

Food production and employment generation are, in reality, signi

ficantly inter-related in the rural sector. Clearly, the first and

continuing need is increasing agricultural output. Recognizing,

however, that the incomes of the malnourished poor are inadequate to

purchase sufficient food, there is a concurrent need for employment

and hence income generation aimed at this group. Such employment

generation can and should be integrally related to the process of

agricultural production. This means that production increases should

occur in a manner which seeks explicitly to increase the employment and

hence purchasing power of low income groups, not only the small farmer,

but more particularly the landless poor. Since low income groups spend

most of their income increments on food, such an employment-oriented

4

strategy significantly increases demand for agricultural products and

boosts the agricultural sector. (Because there is always some lag in

the supply response, the provision of PL 480 Title I food may provide

governments with a buffer against inflation while pursuing an emp10~t~

oriented agricultural strategy.)

Both agricultural producers and consumers suffer from volatile

price movements which occur when svpp1y departs appreciably from a

narrow equilibrium range. Every nation tries to reduce the adverse

effects of these price movements on the producer and the consumer.

Regrettably, this is the extent to which most nations incorporate

consumption considerations into their agricultural production and pricing

policies. And in some instances, even these policies adversely aff@ct

the dietary intake of the lowest income strata, at least in the short run.

Supp. C1a, HB 2·
(TM 2:18)
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The second component of a nutrition strategy -- increasing access

of low income families to health, education and food distribution

services -- permits direct and irrmediate reduction- in the deprivation

of this group, and at the same time facilitates a country's food

production and employment efforts. Evidence in a number of countries:

Korea. Taiwan and Sri lanka and in the South Indian state of Kerala,

indicates the possibility (deserving of further country-specificinves

tigation) that meeting basic needs through the broad provision of

services not only has improved hUinan we" being but also may have

permitted a significant reduction in the rate of population growth.

Slowed population growth. in turn. accelerates economic growth by

reducing the burden of population increase on the supply of capital

resources. consumption goods and social services. Although these

Countries may not be fully representative of third and fourth world

nations. there is reason to believe that the poor in most ~ountries will

continue to find additional children netessary for economic security

unless they perceive - through such services - an increased likelihqod

for improvement in their well being. A healthier and better fed popu

lation. in addition. wi" increase the effectiveness of existing educational

resources. and thus affect productive capabil tty indi rectly if Mt d4-rec-tly-.

It should be made explicit that the nutrition component of any basic

needs strategy relates. first and foremost. to the provision of adequate

calories to those in need. As FAO has indicated. there are small pockets

of the low income world which may experience an independent protein

problem due to the consumption of low protein roots and tubers as

staples (e.g. small areas of sub-Sahara Africa, central Java
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and northeast Brazil). On the whole, however, adequate calories (i.e.

more of the same) almost always means adequate protein. Iron, and in

some cases vitamin A may be more elusive, but even these clearly are

subsidiary to the primary objective of increasing food intake. The

notion that nutrition connotes all nature of food intake except

calories, is a notion which should be permitted to die quietly.

Conditions Contributing to Malnutrition

The causality of malnutrition almost always is complex and mu1ti

fac~ted. Malnutrition most basically depends on the amount and quality

of food consumed, and on the presence or absence of infection which may

adversely affect the utilization Of these nutrients. These direct

causes, however, are in turn, a function of a broad range of economic,

social and environmental factors, constituting a complex matrix of

successive layers of causality.

When reduced to its bare bones, the causality of inadequate food

intake for a particular population group often can be discussed in terms

of one of three scenarios, each calling for its own intervention strategy.

Examples of all three· frequently are found in the same country. The first tij
scenario involves inadequate food availability in particular populated

regions. The second is characterized by adequate food availability «f

reasonably divided), but inadequate purchasing power on the part of a

sizeable population group. The third scenario is one of adequate food

availability and purchasing power but deleterious belief patterns which

lead to inadequate or inappropriate food i'ntake, particularly by the

vulnerable groups. Each of these scenarios clearly calls for a different
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governmental response. In aver-simplified farm, the first calls for

short-run food imports coupled with intensified production efforts.

The second requires serious efforts to increase the real income of the

poor, and, where appropriate, food subsidies in the short run. The

third calls for well-focused nutrition education,

The causality of infectiqn is equally complex, and less well

understood empirically. Important determinants beyond the economic

and belief factors discussed above, include the quantity and quality

of available water, the level of other environmental sanitation, and

the existence of particular health services.
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II. AID Nutrition-Related Assistance

Identifying, with any precision at all, AID's nutrition-related

assistance to low income countries is difficult in part because of prob

lems of definition. It sometimes is suggested that any assistance which

increases food producti on, generates employment, di stri.butes food, im,:",

proves water supply, decreases infection or improves rural or urban in-

frastructure is nutrition-related. More accurately, food production in

creases are nutrition-related only if, in the process, such increases gen

erate income among the poor, or decrease the food prices paid by them, in

turn increasing the intake of those malnourished. Similarly, the provision

of health services can be considered nutrition-related only if they elimi- ~

nate important constraints to improved nutritional well being of those pre

viously deficient.

WM~ mo-st nvtrition programs are financed out of Section 103 funds

(Food and Nutrition), some nutrition-related activity may not be identified

as such in AlDis fiscal and accounting records. Nonetheless it may be use-

ful to revie~ those Agency activities which contribute or have the potential ~

of contributing to improved nutrition well being.

In the agricultural and rural development sectors, AID has initiated

programs designed to improve the productivity and welfare of small farmers

in virtually every country in which the Agency operates. These programs in-

clude:

the development and transfer of technologies adapted to the

problems of small producers;
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improv; n9 access by sma 11 producers to inputs, credit anc! markets;

faci1itatin~ the development and improved utilization of land

and w~ter resources ;aM

-,- assisting the development of the rural infrastructure and of

'-'institutions to serve the rural poor.

As examples, the Agency has been actively involved in:

the production and multiplication of improved seeds in Rwanda,

Tanzania, Cameroon, Nepal and Morocco;

-- credit programs geared to small farmers in Tanzania, Ghana,

Bangladesh, Pakistan, Bolivia and E1 Salvador;

land registration, redistribution or resettlement in the Phi1-

ippines, Peru, Afghanistan and Yemen;

small scale irrigation in Bangladesh, Indonesia, the Philippines

and E1 Salvador;

production of labor-intensiv~, high value, nutritious commodities

such as grain legumes in Ethiopia, vegetables in Maritania, Central

'-' America and Yemen and fish in Sierra Leone and Jamaica;

improving marketing systems for, small farmers in Rwanda, Tanzania,

Botswana, Haiti and Central America;

-- supporting the development of cooperatives and other small farmer

,organizations in Liberia, 801ivia, Paraguay, Honduras and Nicaragua;

-- assisting rural access road development in Ethiopia, Kenya, Upper

Volta, Bangladesh, Pakistan, the Philippines, Bolivia, Haiti and

Paraguay.
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In many of the above cases, the primary produ~tion and consumption

decisions are being made by women. Yet, traditionally, the development

community has been insufficiently sensitive to their needs, and to the

constraints affecting their production and well being. Given the criti.

cal role of women in the causality of malnutrition and as primary targets

of nutritional improvement, there is a clear need for greater cognizance of

women in the broader context of agriculture and rural development.

The Agency has been less active Operationally in programs designed

primarily to generate employment for the landless, although it has provided

assistance in the development of rural works programs in Bangladesh and

Afghanistan. On the other hand AID is financing researCh studies on parti

cipatory rural development and the rural poor and has been giving serious

attention to the issue of integrated rural development.

Flnally the Agency has been doing work in the area of post harvest food

losses. The nutritional implications of reduced losses will depend, impor

tantly, on their effects on consumption of the poor directly, or through their

effects on food prices.

In the health sector, AID unquestionably is affecting nutritional well

being through the low cost provision of health services now being implemented

or planned in 23 countries, and concentrating on women of child bearing age

and children under the age of five. These preventive health systems improve

nutrition by reducing systemic, enteric and parasitic infection, in turn re-

ducing nutJl'ient losses and improving appetites. In some cases they attempt

i ..... ··.. ·"Jl';

W

,,',1\..
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to address nutrition directly.
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Even where this isn't achieved. the net-

works of trained paramedics. auxiliaries and volunteers. and the delivery

systems established pennit subsequent inclusion of direct nutrition com-

ponents.

AID health programs also affect nutrition through control of critical

disease problems relating from the environmental pollution of water and soil

and of the major endemic vector-borne diseases. such as malaria and schisto-

somiasis.

Finally AID has assisted the governments of low income countries in the

more efficient allocation of health resources through assistance in health

planning.

As examples. AID has been involved in:

the development of a prototype project in Thailand for the
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development and evaluation of a low cost system for the delivery of

integrated health, population and nutrition services;

-- the development of a quasi-public institute in South Korea

organized through the Economic Planning Board, to design and operate a ~

rural health delivery system according to local needs;

the development of a health delivery system in Panama which

includes kitchen gardens, potable water, and integration of health services

with appropriate training for additional auxiliaries;

--loans and grants to Bolivia, Guatemala and Haiti to support health

planning, and the extension of low cost integrated delivery systems to

rura1· areas; .

a program in the Philippines to provide basic sanitation, clean

water and basic health services through locally trained personnel supported

by village governments. Total AID expenditures in the field of health in

FY 77 are estimated at $93.6 Million.

In addition to the agricultural, rural development, and health pro

grams discussed above which have indirect although important effects on

nutritional well- being, the Agency has been designing and implementing

programs which bear directly and exclusively on malnutrition problems.

AID inputs have been in the form of technical assistance, loans and PL 480.

Technical assistance to date has concentrated on nutrition planning

and analysis, the determination of effective nutrition interventions and

on what might be called research backstopping or extending the state of

the art in human nutrition.
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In the area of plinning and analysis. AID has been assisti'ng a dozen

countries thus far to develop a capacity for national and local nutrition

planning. One useful instrument in this process has been a simplified

'-' means, of assessing nutritional status. Such AID...assfsted surveys have

now been carried out in 5. countries. and 6 additiOnal surveys are planned

in FY '77 and '78.
"

Closely related i$ assistance in the design. implementation and eva1ua ...

tion of direct nutrition intervention programs. AID has been actively involved,

through regional bureaus and Missions as well as through the TAB Office of

Nutrition. in carrying out systematic studies to detennine the relative

costs and effectiveness of child feeding p~ograms, nutrition education,

food fortification and programS of plant breeding for nutrient content

and quality., 'Of these "direct"intervention's, the Agency has singled out

the fol'lowirig for special attention during the next few years:

a. Village level identification 'and fol1ow...u·p of children

at ri$k using weight sur~ei11ance. nutritibn'education

and food supplementation~ Such programs are being de'"

veloped in the Philippines, Colombia, Indonesia and

several Central American countries.

b. Interventions designed specifically to reduce iron deficiency

anemia and vitamin A deficiency. AID has taken the initiative

in organizing international advisory consortia on both iron

and vit~min A. Operational activity is underway in Haiti.
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Gua~emala. Ind~nesia, Sri Lanka and El Salvador to develop

program$ aimed specifically at the vitamin A problem.

c. The development of intennecUate -appropriate" technologies,

primarily for the production of weaning foods and for fOOd

fortification. One example is low CO$t extrusion cookers

developed in the U.S. to p~ocess soybeans for feed on the

farmi but capable of producing pre-cook~d easily digestible

foods for young children. Such "cookers" are now in place

in Central America, Tanzania, Sri Lanka and the Philippines.

d. Interventions designed to change deleterious weaning practices,

pri~rily delayed provision of solid food, and early cessation

of breast feeding. Affecting these practices, could have siQnificant

effects on mortality and morbidity, the primary measures of long

term nutritional change. TAB has been testing some potentially

attractive means of affecting these practices th~ough the use of

mass mectfa and extensfon techniques.

Each of these activities assumes considerable inputs from U.S.-based and

indigenous private voluntary agencies.
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In terms of research backstopping the Agency has been attempting to

increase understanding of nutritional requirements under differing sets

of conditions, the relative importance of caloric and protein deficiencies

in populations and the r~lationship of these deficiencies to disease re

sistance.

Direct technical assistance is being provided under development grants

and development loans to more than 15 countries. Loans to implement spe

cific nutrition efforts have been approved for Chile, Colombia, Costa Rica,

Dominican Republic, Honduras and Panama. (In the case of the Dominican

Republic and Panama the loans cover both health and nutrition activities,

but a specific component of the loan is earmarked for nutrition).
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Additional loans are now under consideration for Nicaragua and Bolivia.

These approved and proposed loans total approximately $33 Million.

Development grant activities have been funded under AID's technic.1

as~ist.n(:e program to Bolivia, Nicaragua, Brazil, Peru, Pakistan,. the

Phi1ippines~ Thailand, Zaire, Morocco, Tunisia and Haiti, These efforts.
amount to approximately $15 Million. Additional nutrition activities are

under active consideration for inclusion in the programs of about 6

a~ditiona1 countries. Most of these activi.ties (either development loans

or development grants) fund 'programs ip national nutrition planning,

nutrition educatiQn, data collection, training and food supplementation

pr~9rams.

The 'Agency to date has been uneven in its initiation and development

of direct technical assistance and loan activities in nutrition. While

the Latin America Bureau and Lotin American missions are increasingly

well-staffed and organiz4!d to make these inputs, there have not been

comn&nsurate inputs in other reqions',this inspite of considerable effort by
limited staff available.

The U.S. PL 480 Title II program has been undergoing considerable

reorientation over the past decade in the direction of increased

nutritional impact. S~hoo1 feeding is gradually being replaced by pre

school feeding with increased efforts directed at children in the poorest

families and in the critical 6-36 month age group, and the nutritional

value of Title II commodities has been improved. Title II programs

unquestionably have a positiv.e effect on the nutritional well-being of
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those poor families reache~. Even if the Title II foods replace foods

nonnal1y provided at home, and even if some portion (if the food is sold,

the real income of these families is increased. Since so large a proportion

of income increments are spent on food, nutr1ent 1ntake of at least the

family unit is al~st certairo to increase. While the primary thrust of ~

the Title II program is not disaster-oriented, the program may make its

I'lOst significant nutritional con~ribution during disaster periods. when the

prevalence of malnutrition is significantly increased.

Although the interactions can be complex, Title II l:oownodities u5ually

help meet food needswhl1e longer term measures for increasing food prodUction

lire being implemented. Title II contributions, especially those to WFP, .J
encourage o.ther donors to maintain and increase their levels of contributions.

In addition, the Title II commodities frequently serve an educational

~,nction. attracting mothers to health centers for MCH programs. or keeping

childrefl in school. lowering the dropout and reppater levels, so that funds

invested in educati\\n bec~p. more productive. iit1e II Food fo" Work

projects are directed at ernployme"t generations especially in rural areas,

and are an irl'lportant income redistribution mechan1$111 inth~se areas. The

FY 78 proposal consist~ of a program level of 1.5 f'!lT(grain equivalent),

w~ich is 200,000 MIT more than the minimum required under Section III of

PL 480 and 200,000 Mit more than the quality ~de available in FY 76 and

FY 77.

There has been less discussion of the nlltriticnal impact of T.ft1e 1
concess1onal sales programs. ~s with agricultural production programs, the fii
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effect of such sales on nutrition .,uld depend on the extent to which

increased availability and/or lower price pennits greater consLIIlption by

the poor. While imports, under some conditions, result in a depressed food

price structure and may, in some instances, have an adYerse impact "on

production, such a price effect of imports on the dietary intake of the

poorest. notably the rural landless and the urban poor, is positive. While

attention i'nvariably is focused on the producer incentive effects of imports,

and- of prices in general, such a price effect on consLIIlers, despite serious

h"""n consequence, is rarely considered.

In several countries, Titl e I conmodities are being used to support

subsidized consumption systems designed to assure at least moderate food

intake levels for low income groups. particularly in the cities. In Pakistan,

the ration system. utilizing Title I wheat in part, increases the real

tncome of the lowest income group by 10 percent and provides between 9 and

14 percent of their caloric needs. More broadly, Tftle I resources, have

the potential of assisting receptive goverJ1lllents in undertaking employment

oriented patterns of development with less fear of resulting inflation. It

IDay be possible to utilize Title I more expHcitly for these employment

gene.ration and nutritional ends, and. in the process provide an important

source of stability for PL 480. Additionally, local currencies generated,

and loan forgiveness can be used for nutritional purposes.
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In $ Million
1975 1976 1977 1978(Requested)
~ .""lM 4§J -m-'0 Food and Nutr1tfon

2. Health

3. Education &Human Resources

1974
3ar

93

101

69

94

55 94121

71 12296

4. Population . 110 112· 103 144 177



Supp. Cl a, HB 2
{TM 2: 18}

'-" 19
III. Primary Needs

A number of important needs emerge from the preceeding

discussion, some of which could at least partially be addressed

by the Agency if increased funding and personnel resources are

availabl~. Some of the most important of these issues pre

sently are receiving high level policy attention by AID and

other U.S. Government agencies, and, accordingly will not be

addressed here, although they clearly affect and in turn are

affected by issues raised here. One such issue is the need

for international food security to minimize the effects on the

poor of short-run food shortages and their concomitant price

increases. A second relates to land reform and the plight of

'-' 1and 1eS 5 agric u1t urall abo re r s . Whi 1e AIDa gric u1t ur a1 ass i s tan ce

and that of other donors shows considerable promise for increas

ing the productivity and improving the well being of small

farmers, it does not hold similar promise for landless laboring

families among whom the most serious rural malnutrition is con

centrated. A third critical constraint being addressed is the

~ inadequacy of local participation. Evidence to date indicates

rather conclusively that local participation in decision making

and implementation is important for agricultural development

activities and essential for the provision of health and nutri

tion services.

There are other needs. however. which though related to

the early mentioned major issues. could be addressed at least

partially independent of them.
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T~e first of these relates to the lack of sufficient

understanding of the nutritional (or, if you like, consumption,

health or equity) effects of development programs, particularly

those in the agricultural production sector. Despite the

impressive listing of agricultural programs in the previous

sectio~, we really know. less than we would like about these

effects on consumption or nutritional well-being. While in

creased agricultural production or improved balance of payments

per se are unquestionably desirable, the means by which they

are attained may have significantly negative effects on the

well-being of particular population groups. The Agency must

be particularly conscious of situations in w~ich what appear

to be positive steps on nutrition planning or nutrition inter

ventions are accompanied by macro policy action with clearly

detrimental effects on the nutritional status of low income

groups. This has occured in several countries in recent years,

and in at least one case was endorsed by international organiza

tions. An understanding of such factors, a~ide from affecting

decision making, could go a long way toward an integration of

the thinking and planning which takes place in the agricultural,

rural development and nutrition and health communities.

The second problem is the relative isolation of programs

designed to deal with pieces of the deprivation syndrome - low

incomes, malnutrition, inadequate education Ind 111 health.
~.(.~.;.,
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Policies and programs directed to isolated factors in the syndrome may

improve status with r.espect to that factor alone. More often,hoW!'ver,

they produce only symptomatic relief without affecting causes that are

multiv~r;ate and interacting. Needed instead is ISS istance in the

development of a package of reinforcing health~ education and food distri-

~ b~tion programs which provide reasonable assurance of meeting these most

essential human needs.

IV. Program Options

This concluding section outlines program initiatives the Agency might

take to meet the two primary needs identified in the preceding section.

This is followed by a brief discussion of research and training priorities.

A. Program Ini tiatiYes

1. Improving the consumption/nutrition benefits of development

programs, particularly those in the agricultural sector. If we agree that

nutrition well-being is affected most significantly by employment. land use

and the processes of food production, pricing. trade and distribution, we

should be in a position to estimate the consLlllption effects of thesepol1cies

and programs, and assure that these effects are taken into account not only

in tneshort-run decision-making process, but in the longer run process :of

re-thinking development patterns and, closer to home, setting Agency

priorities in the food area. Looking at it most broadly, we're talking

abo.ut using nutrition as a yardstick of development Of the individual. at

least the poor individual.

This approach is fully consistent with that of the AID Agriculture

\.J Strategy Paper; both argue that we not produce food first and~ think
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agricultural or policy program staff perhaps w1th appropriate short tenn

orientation.

and in.AID capable of translating the income or price effects of such

policies into disaggregated nutrient intake effects.

S-..ch analysis is not likely to be demanding in tenns of financial

resources. The necessary data co11 ection and development of such instr&lllents

in: 4 countries by 1983 would cost an estimated $2.5 million. It may be

somewhat more demanding in tenns of staff., A1 though Mission initiatives

along these 11 nes cou1d be carri ed out 1n vari ous ways, there may be

particular value in considering them the responsibl1 ity of mission. . .

The TAB Offices of Agriculture and Nutrition are actively pursuing

arrtngements for such orientation in collaboration with USDA. university and

private organizations.

22

about employment, distribution, consumption and equity, but rather than

we incorporate these premiums into the production process itself. At an

absolute minimum, the approach will reduce the possibility of a country

cQup1ing agricultural and trade policies that have negative consumption

effects with a few nutrition programs, or even a nutrition unit in its

planning cOlllllission, and claim to be adequately addressing problems of

malnutrition.

Although the NAS food and nutrition study identifies this area of

consumption planning as a research priority, the Agency might, more

usefully, view it as an operational initiative, and seek to establish,

if not consumption impact statements (which would be administratively

difficult and un'popu1ar) then at least instruments in planning cOlllllissions ~
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2. Development of broad-based, intearated deliv.ry

of health, education and food distribution services aimed at the

£££L. Recognizing the critically reinforcing nature of these

inputs, and building in part on the experience of Sri Lanka

and Kerala, referred to the earlier, the Agency could consider

major inputs of financial and food aid in the form of an

integrated basic needs program in a selected country.

A program of this nature, would be undertaken in a

coun~ry with seriDus m~lnutrition problems but with a demon

strated interest in such a major effort. Furthermore, the

countrysel ected may well be a country to which AID has decided

\.i to provide large scale economic aid for a variety of rationales.

A major portion of these funds might be channeled into a

nutrition program. Assistance could be provided under any of

several fund·ing alternatives. That suggested by James Grant in

his proposal, involved grant repayment if agreed upon "basic

needs" goals were not achieved. It also calls for utilization

'-' of the foreign exchange for labor intensive development programs

which might make the over~11 program economically vi~ble within

a reasonable time period. Finally such an initiative assumes a

large rOle for' U.S.-based and indigenous private and voluntary

agencies.

The ad~itional cost of such a program depends very

~ much on prevailing aid levels in the country selected for this

effort, the extent to which funds already programmed could be



Supp. ela, HB 2
(TM 2:18)

24
. .

reallocated for this purpose, the size of the population and the level

of development. We estimate that such a program in one country with a

popul~tion of 10 mill1~n, will cost $30 million, exclusive of PL 480,

over the initial 5 year period.

While such an integrated program would be particularly attractive

given the reinforcing nature of these inputs, it is not an inexpensive

program. A less ambitious approach for the U.S. Government would be to provide

assistance for components of the program, each of which is capable of achieving

some direct reduction in nutritional deprivation:

(a) Expand Title 11 Programs - Delivery systems already exist for

Title II food distribution so that integrated programs will not have to

build new ones but can add to existing structures. The advantages are that

there is already management control and years of experience in human resource

development. On the other hand there may be limitations on increases in

Titl e 11 authorizations likely in the foreseeabl e future.

(b) Determine the costs and benefits of earmarking a portion of

Title I comodities for subsidized consumption systems. Such food distribution ~

prOgrams wh'ich constitute the backbone of basic needs strategies in Sri

Lanka and Kerala, have the potential, if reasonably well designed, of

significantly reducing caloric deficiencies among the poor without serving as

a disincentive to domestic food production. This requires differentiated

markets, price flexibility, and the rationing of commodities for which
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there is a high income elasticity of demand only among the poor.

With the exception of t~e Pakistan system, our knowledge of the

~ ~utritional and income distributional benefits and costs of

such programs is still relatively limited, and there is a

basic need for more information on such systems. In any case,

our ability to show evidence of significant human benefits from

o~, Tftle I program, may be an important and much needed source

of stability for the program.

(c) Incorporate Nutrition into Low Cost Health

Delivery Systems - This is an area where sufficient experience

exists to permit considerable resource allocation immediately.

It 'nvo'ves incorporating weight charts. highly focused nutri

tion ·education and food supplementation into 23 AID-assisted

low cost health delivery systems now in the planning or imple-

. mentation stage. Several AID-assisted health programs now

include activities of this kind. Additional resources would be

necessary for training, for the provision of scales and weight

ch~rts, in the identification of priority nutrition messages,

and in the integration of such a delivery system with food

distribution mechanisms.
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effects of de~elopment on the individual. Such explicit

quantification, (which can be done in the context of PPC's approach

to household surveys and data collection}, should, in addition,
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reveal the severity of the malnutrition problem as a manifesta

tion of non-participatory development patterns, and thus

strengthen the hands of those in LOC governments interested in

affecting these patterns.

Even where steps are initiated to generate the

emploYTent needed to meet this gap, however, the short and

middle run requirements for the provision of services to those

below the line may be large, (e.g. there is still need for food

stamp and other nutrition services in the United States). In

such cases, there is a need to analyze ways in which such

resources can be used most efficiently and kept within afforda

ble bounds. In part this requires continued determinations of

the relative costs and effectiveness of alternative approaches.

It also may be important, however, to determine the functional

or behavioral effects of various degrees of deprivation to

better assign limited resources. We know the effects on mor

tality. resistance to infection, and on performance of severe

caloric or nutrient shortages. We don't know very much about
the effects on growth of intakes which are 75 or 80 percent of

allowances or standards.



Finally, where malnutrition problems are identified it is necessary

to identify the primary determinants -- at least to know whether the

pri rna rYcons tra,i nt is income 1eve1 or bel i efs and knowl edge. Evi dence

to date indicates that both operate as limiting factors among population

groups on all low income countries, although we rarely have a clear

picture of the relative importance of these determinants, or of the

population groups concerned.

C. Training Priorities

The concept of national nutrition planning is to inject nutrition

considerations into the programs, policies and decisions of governmental

agencies involved in food production, food distribution and pricing, establish

ment and operation of health systems, development and operation of educational

syste~s and other actions impinging on the consumption of food and the

nutritional well-being of the individual. Consequently, it is important to

provide some level of nutritional understanding to those officials involved

in these policies and decision-~~king, and to provide them with tools they ~

can use to assess nutritional implications of their activities. Training

Supp. C-l a, HB 2
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in nutrition therefore cuts across all levels from the policy level of

governments, project developers, project implementers and supervisors,

and ultimately to village level workers. A village level worker must

understand the most basic of concepts from identification of infants who

are bordering on malnutrition, to the introduction of rudimentary sanitary

concepts to the administering of sim?le techniques for the management of

diarrhea' infection.
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Unless a nutrition orientation is provided throughout the system

of governmental service facilities, we cannot expect that nutritional

considerations will be taken into serious account. Policy makers who

wish to daal with malnutrition issues will find themselves frustrated

in the absence of personnel with an understanding of the nutritional

problem and the available means of intervention. Nutrition-conscious

,project managers and village level workers will find themselves frustrated

if 'the supervisors, managers and policy makers above them do not have an

understanding of the problem.

\.,1 We therefore advocate that training be conducted at each of these

levels and to a sufficiently large critical mass of pe~sons involved in

nutrition policy and programs. Past AID-sponsored training efforts through

,nutrition workshops focused primarily on sensitization of key planners and

policy makers. This new approach is a logical follow on to the earlier

effort. In the next two to three years we propose to undertake an intensive

~ program in four countries to train this critical mass of personnel. This

will provide us with an opportunity to test alternative training approaches

in different countries, and assess in systematic fashion, the effects of

such training Over time. Such training wlllbe organized in close col

laboration with Agency health, agriculture, education and rural development

personnel, particularly at the country level, to assure 10gica' integration

of training and functions.
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Appendix to Discussion Pa~er - AID's Responsibilities in Nutrition
dated Apri 25, 1977

~cOlllllenda,t1:ons on Actions to Implement AID's Responsibilities in

NutrttiQn (Approved by the Deputy Administrator, 'April 25, 1977)

RecOOl1lendation I: Field Guidance

30

That the discussion paper, or a condensed version of it, be sent to all
Missions as a supplement to FY 1979 Program Guidance to reflect AID's
concern for consumption and nutrition and to encourage Missions to
consider placing, gre.ater emphasis on the integration of nu~rition con
siderations fntb their ongoing and planned activities.

Recornnendation II: Nutrition and Agricultural Policy

A. That each regional bureau review its nutrition related workload/ {.c~i
staffing requirements and. as appropriate. request any new position ~

ceilings required for the effective backstopping of country miss ion
efforts to assi~t governments to detennine and improve the nutritionl
consumption effects of agricultural policies.·

B.' That the regional bureaus, in consultation with the Missions, detennine
the'ol'timal means 'of assessing and considering the consLlllption/nutrition
effects of agricultural production, land use, price and trade policies as
well as Of broader economic policies. In larger missions it may be
desirable to designate one officer, preferably from agricultural divisions
or program offices. to be responsible for these concerns.

C.. That the technical Assistance Bureau Offices of Nutrition 'and
Ag,riculture, in conjunction with the Bureau of Program and Policy
Coordinltion~ make efforts·to sensitize mission personnel on this issue
through: (a) presentations at Mission Directors' conferences, ADS, DSP,
and s imil ar fora; ,4nd (b') esubl1stlftent of an appropriate ortentat ionl
sensitization program for all personnel designated with responsibilities
specified it'! lI-A and II-B above,. with a.view to completing such training
for III mission and regional personnel by 1979.

* Any requests for AID/W staff would be expected in the first instance
to be Ibsorbedwithinpresent ceilings; any exceptions to this will
require full justification. .
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D. That, by 1979. every AID country agricultural sector analysis include
specific consumption/nutrition considerations.

E. That the Technical Assistance Bureau examine its capacity to develop
and support nutrition related research. giving particular attention to the
recommendations of the forthcoming World Food and Nutrition Study of The
National Academy of Sciences. in addition that the Technical Assistance
Bureau. working together with the Bureau of Program and Policy Coordination.
develop a competence within AID to develop and monitor policy·oriented.
applied economic and other social-science research in nutrition to support
actions II-A. Band D. •

Recommendation III: Basic Needs Strategy

A. That the regional bureaus identify priority countries within their
regions in tenms of nutritional need and potential receptivity and seek
to incorporate nutrition into AID assisted programs in' health. education
and population. In these countries the regional bureaus should work with
host countries to incorporate nutrition components into newly proposed
future and.where appropriate. ongoing prqjects. primarily those concerned
with low-cost health del ivery systems. but also those relating to education
systems and family planning programs. aiming ultimately towards establish
ment of an integrated program addressing basic needs. It is recognized
that this may require the establishment of new positions in the regional
bureaus {in addition to those in II-A above} and. perhaps. in certain
missions. external recruitment for qualified persons who can be designated
as responsible to assist these key missions in the development of such
programs.•

B. For those countries selected. missions and regional bureaus should
make an estimate of the FY 1979 funds needed to build nutrition components
{anthropometric means of identifying children at risk. highly focused
nutrition education and selective supplementary feeding} into their low
cost health delivery systems. This is roughly estimated to require a 40
percent increase in the cost of the basic low-cost health delivery systems.

C. That the Bureau of Program and Policy Coordination. in conjunction with
the Technical Assistance Bureau and the Office of Food For Peace. undertake
a review of: (a) subs idized consumption systems in low-income countries
to provide the Agency with guidance concerning the nutritional and income
distributional benefits of such systems, their costs. their effect on open
market prices and fanner incentives, and their dependence on international
food aid. (b) nutrition and employment implications of Title I and Title II
of PL 480, and (c) effect on increased agricultural production (both food
and cash crops), fanner income and nutritional status of the family.
* Any requests for AlDIN staff would be expected in the first instance

to be absorbed within present ceilings. any exceptions to this will
require full justification.
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Recommendation IV:

That the Bureluof Program and Policy Coordination, working with the
regional bureaus, identify one major AID recipient country that might
offer some opportunity to attempt a major integrated thrust addressed
at basic needs over a three-to..five year period, and make some estimate
of the incremental cost required above the regularly scheduled program
level to attempt such an effort and evaluate the feasibility of under
taking such an effort, keeping in mind the limited knowl edge avaUabl e
on the effectiveness of interventions, and the transferability of such ~
an effort.

Recommendation V:

That the Technical Assistance Bureau, working together with the Bureau of
Program and Policy Coordination, make a concerted effort during the next
18 months to influence international organizations such as FAG, UNICEF,
WHO. UNDP. The World Bank, etc. to intensify their nutrition activities.
and to assess more systematically. the nutrition/cons\lllption effects of
their overall program. Additional U.S.· funding for these institl,ltions is
not considered to be a requirement to accomplish this.

Recommendation VI:

That the Office of Nutrition. in the course of the FY 1978 OYB review:

A. Develop plans for a continuous monitoring and evaluation capability to
provide. a broader overview of AID assisted nutrition programs in order to:
(1) study the effectiveness of nutrition programs in a range of different
conditions, and (2) develop a standardized and refined evaluation system
for such activities so that the results can be util bed by AID for purposes
of policy fonnulation.

B. Review AlDis existing mechanisms to draw upon available trained nutri- ~
tion planners (through contracting arrangements, IQC1s, etc.) and assure
that adequate field support ean be made available to AID/Wand overseas
Missions.

C. Review its own staffing and personnel requirements to provide the
regional bureaus and overseas missions with assistance to implement the
recommendations contained in this memorandum.
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Recommendation VII:

That the Bureau for Program and Management Services. recognizing that staff
limitations are the major constraint to program development in the area of
nutrition, take the following immediate actions:

(a) give prompt and sympathetic attention to requests by regional
bureaus and missions for the establishment of new positions in
the field Missions to carry out the responsibilities specified
in the foregoing recommendations

~ (b) authorize recruitment (including external. if needs warrant it)
and, with the assistance of the Office of Nutrition. identify
mid-career level candidates with suitable qualifications to
perform the designated functions.

(c) continue to assist the Technical Assistance Bureau in its efforts
to establish special training programs for mid-career AID
personnel who may have an interest in pursuing careers in the
field of nutrition, and to pursue flexible assignment policies
to fill vacant positions in AID/Wand the field missions with
primary emphasis on program needs.

(d) assure that all relevant AID training programs for its direct line
staff, from training of lOlls to seminars for Mission Directors.
should include appropr1ate sensitization in the field of nutrition.

L.·
~



..
"
~U*I

U
1f

...UlltUTIOS

aCt lOW

PPC
'11'0.

TO -

• ••1 OF ITIIE
l1NCUSSlFI£t'

F., ..C'h .clclr... et..~ .-.

AIDTO eIRe A - It1

AcnON t ''''0

Sup e2, HS" 2
(,TM 2:1l)

"~OP

..

""1 ,.,

This ai~ram constitutes a reissuing of the A.I.D. Guidelines on
Project andNfiBiMftJ for Small Fanner Credit (attached) originally issued

1 by ref (a). Project reviews indicate that some projects are innovative
a and clearly justified by supporting analysis. others, however, still do ~

adequately explain Mission rationale for supporting a credit program
(rather than sane other proqraJII) or resolve the _jor policy i.nes which
are involved. There are probably several reasons for this: (a) a ebange
over in AID staff and the time elapeed since the oriqinal i.sue of the

I
GuieSelines I (b) a reluctance on the part of LDC governments to change
existing credit policies and tmplementation procedures, and (c) conttnued
eSebate Qn the extent and sometimes the nature of the reforms required in

I the credit area.
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WBJECT - Guidelines on Project and Proqru Planning
small Farmer Credit (Reissuing)

REFEReNCE - (A) AIDro CIRCUIAR A-US dated 6/6n'+
(B) AIDro CIRCULAR A-347 dated 6/26/76
IC) AIDTO CIRCULAR A-514 dated 9/23/76

if
ATTENTION MISSION DIRECTORS

for

I. Major Issues

While we appreciate the nature of these reasons and the varlous
constraints which they reflect we believe nevertheless that the conclu8iQD8

l"" ,'_' 10f the Spring Reviyew on Small Farmer Credit, as reflected in the AID
,....., Guidelines ( which received extensive clearance within the Agency), are

still valid and that the Agency is not fully profiting frca the lessons

I learned in formulating new credit proposals. Regional Bureaus and PPC
intend to make continued use of the 9Uidance in the various stages of the

II review process. Particular attention will be paid. to t:he proper t.bainq and
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structures, and to the encouragement of productivezural savings. These issues are
discussed in PartB I and II. B of the attached Guidelines and the attact-ents to
reference (b) and ref (c).

Moreover, we suggest that Missions pay special attention to two things at the
pro~ect design stage: (l)the detailing of a specific plan for credit to reach
the target small farmer and a monitoring - evaluation system to help implement
this plan, and (2) an analysis of the proposed real interest rate in relation
to the rate of return in agriculture (this should, of course, be disaggre;ated
to focuBon the target small farmer groups). (1) is considered ~rtant since

~~~t~:~: ~~~~~p:a~sn~~c~:a~~~ ~:::a~ ~~g~1:r~P~r~t~2)I~·t~:n:~::red~
of return in agriculture is high, there is no reason why an unsubsidized or only
slightly subsidized interest rate should not be charged. If the rate of return
in agricultrue is low, then priority attention should probably be given to research,
aarketing, agricultural policy, etc. rather than to credit.

II. Recent Findings
7 I

AIOM has made no systematic review of the literature on small farmer credit
since the Spring Review but consensus of opinion is that recent work by acadea1cs
and evaluators has tended to reconfirm the basic points _de in the guidance. '1'be
recently published FAO Report on the 1975 World Conference on Credit for f~rs
in developing countries certainly highlights the role of credit, the choice of
interest rates and themobilization of savings as among the most important issues
concerning small farmer credit. Some analysts have noted the dangers of carrying
too far what has been referred to as the "new orthodoxy", i.e., that credit ..y
not be the only or even the principal constraint, that interests rates shOllld be
raised and that a more constructive attitude should be taken toward the role of
moneylenders in the informal market. But, in practice, the problems still tend to
be (a) an excessive attachment to the "old orthodoxy" of underestimation of the
problems and opportunity costs of credit programs and (b) a search for
organizational solutions to problems which frequently stem from other constraints
such as the lack of a profitable technology, exogenous policies, or local power
structures.

Subjects which receive continued attention by researchers and evaluators are
(a) the need for group lending and the advantages of group responsibility for
repayment, especially where those groups are small and socially cohesive; (b) the
need to explain behavior towards riSk and devise institutional means for addresstnf·
the negative effects of risk aversion among small farmers, and (c) the sensitivity
of'small farmers to the nominal interest rate. In addition, there is • continuing
need to resolve the problems of high costs of administration, poor accounting
procedures, and inadequate staffing of credit institutions.

Ref (c) should be of particular interest to USAIOs with small farmer credit
projects as it transmits the AID sponsored book on ..-11 farmer credit put together
by GOroon Dpnald of the National Planning AssC)Clation. This book, jU8t published,
~onAtitut~s themos~ comprehensive review of the subject available and ia a direct
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outgrowth of the A.I.D. Spring Review effort. It explores a vide range of probl...
and issues, including a number of innovative approaches which are evaluated along
with more traditional ones. It expands on, but is basically CODsistent with, the
Guidelines here attached."" This message will be inCluded as part of Suppleaent C-2
of Part I I of Handbook 'Il.
BNCL: als
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. ""See Supplement C2 to HB 2.

U

.'

'~I

tJIICLUSIFIED
•1._r~I.':'i:••::":_=----

i.':' , .• .-.. __ ..

• • ~.·.·i; >I.•·.•.••.·•...~.: l
." .:, I

.•.»it.... ' f~



Sup C2 to HB 2

A.I.D. GUIDELINES

ON

PROJECT AND ffiOGRAM PlANNING FOR

S~LL FARMER CREDIT

(1M 2:1)



'li\BLE OF CONTENTS

Sup C2 to HB 2 ('I'M 2:1)

Page
1. ROLE-OF-CREDIT ISSUES

A. Program Objectives 1
B. Cha~cterist1cs of the small Farmer in

Traditional Agriculture 5
C. Conditions for the Productive Use of Credit 9

'-' II poLICY ISSUES

A. Distribution of Credit 16
B. Interest.Rates 21
C. Default and Delinquency 26
D. Supervision 28
E. Economic Efficiency 30

III INSTITUTIONAL ISSUES

A. Alternative Delivery Systems 34
B. The fRckage Approach to Credit 40

~ C. Graduation ~2
D. MOnitoring Credit Programs 44



Sup C2 to HB 2

GUIDELlDS ON
PROJECT AND PROGRAM PIANNING FOR
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The Guidelines attempt to summarize our present knowledge about

small farmer credit programs drawing heavily on lessons learned

during the course of the AID 1972-73 Spring Review of Small

~ Farmer Credit. Treatment of the major issues in the Guidelines,

as in the Spring Review, is basically market-oriented, although

references to social and political forces are made where their

influences are believed to be particularly strong. The format

follows the Spring Review distinction between (a) issues con-

cerning tbe r~le of credit, (b) policy issues and (c) institu-

tional issues, Each sub-heading starts out with a question or

set of questions designed to focus attention on the issue(s)

concerned; the questions are followed by a brief discussion of

the topic with suggestions on how to obtain relevant material

and information from the Spring Review and other sources.

Folicy guidance is introduced where appropriate.

('1M 2: 1)



I. ROLE-OF-CREDIT ISSUES

A. Program Objectives

Sup C2 to HB 2 (TM 2:1)

Q.uestions: - What are the program objectives? Are
they conflicting or consistent?

- Are there alternative, more cost-effec
tive ways of achieving these same
objectives?

- Do the estimated benefits from the pro
gram outweigh the opportunity cost of
funds?

Program objectives normally fall into one of two categories:

efficiency and esuity. Efficiency objectives demand (a) the

efficient allocation of resources among competing uses and (b)

cost minimization in program implementation. I Esu1tyobjectives

deuand that the benefits of a given program be "equitably" dis-

tributed among the population. The benefits nay be in terms of

increased employment, increased access to government services,

or increased net income; however, the last measure is probably

the most comprehensive, as it depends in part on the presence

of the first two. Of course, governments, as well as individuals,

17 Efficiency objectives are normally associated with the produc
tion process - i.e., what is the most efficient process for
producing Ii given output; however other concerns, for example,
the balance of payments, can also be handled. To the extent
that foreign. exchange is valued highly by the economy, econo
mic efficiency will involve minimizing program imports and
maximizing program exports.
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may have varying concepts of what "equitable" means and how much

importance it should be given relative to efficiency objectives.

AID has an overall equity objective (viz. Policy Determination

#48 on Employment and Income Distribution Objectives), associated

with agricultural credit programs, namely increased net income

for soall farmers. (The problem of defining "sl'J811 farmer" is

discussed in Section II A below). To achieve this objective,

assistance must be restricted to sl'J8ll farmers as a target group,

and yet this restriction must take place in a oanner consistent

with theLDC's national priorities. Once the target group has

been selected, the primary objective becomes efficiency. This

means considering (a) whether there are alternative, more cost-

effective ways of achieving the objective of increased net in

come for suali farmers and (b) whether there are alternative,

more efficient credit program designs.

An approach to identifying a target group and establishing pro-

gram objectives might, therefore, involve the following, steps:

1) Identification of the scope and nature of the soall

farmer problem countrywide;

2) Review of the LDC' s national strategy and how soall

~rmer assistance fits into this strategy;
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3) Selection of a target group using Such criteria as

geographic location, income level, viability as deter

mined by resource base, nature of farming enterprise

or potential for diversification;

4) Preliminary assessment of the social and political as

well as the economic feasibility of proposed program;

5) Collection of existing data and where necessary, new

data through sample surveys; (Note here that data

other than those that bear directly on the target

group might also be useful in SUbsequent analysis.)

6) Data analysis and project design (to include consi~

deration of alternative projects/designs to achieve

same obj ect i ve ) •

Often, of course, AID is asked to support or continue to support

an on-going credit program. In this case, many of the above

considerations will have been already addressed; however, a

redefinition of program objectives may be required. Small farmer

credit program objectives are not always clearly identified or,

when multiple, ranked in order of priority. In some cases, pro

gram obj~ctives may be political with no· clearly specified equity

or efficiency concerns. Furthermore, implementation strategy
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for programs with both efficiency and equity goals can be ambi-

guous unless these goals are mutually consistent. Recent

studies shol1 ing that the return on capital investment in sna.ll

farms is high compared to investment in large farms demonstrate

that efficiency and equity goals can be complementary; however,

where price distortions - especially the underpricing of capital

and the overpricing of labor - are serious, these complementa-

rities may not exist. In such cases, a change in policies is

required.

Where conflicts do exist, it is sometimes useful to try to

quantify the trade-off between alternative benefits of two or

mo;re fixed cost programs. For example, one might want to com-

pare the production and equity benefits between a labor-intensive

and a capital-intensive production technique (or between a

heavily supervised and a lightly supervised credit program).

The trade-off concept is useful; however, two caveats should be

mentioned. One is that comparisons of program benefits must be

judgmental to some de~ree ~ce such features as increased access

on the part of the poor may have political, social, and psycho-

logical benefits which are not captured in quantitative measures.

The other is that the existence of factor price distortions imply
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that the trade-off arrived at through financial calculus frAy be

more illusory than real.

References: (1)

(2)

'~he Trouble with Goals of Small Farmer Credit
Programs" by Judith Tendler, Am Spring Review
of Small Farmer Credit, Volume XIX, 24 pp.

":Rl.rtial Implications of the Linear Programming
Analysis for Decision-Making in the Agricultural
Sector," Analytical Working Document #6 of
Colombia AgricUlture Sector Analysis (AID-rA/
DR/SAS). (Illustrative measurement of trade-offs
associated with alternative strategies).

B. Charaeteristics of the Small Farmer in Traditional
Agriculture

Questions: - What local cultural and/or risk-aversion
factors rJAy prevent snall farmers from
responding satisfac~orily to the credit
program'? How can these be overcome'?

- What is the form of savings prevalent
in the countryside and how can these
savings be tapped and increased for re
investment in productive activities?

- What are the nature, scope, and cost of
credit in the infornal money narket in
the rural areas?

Out of the Spring Review came a restatement of the situation of

snall farmers in traditional agriculture. This can be summarized

in three general propositims which rray run contrary to views

held in sCme countries. Although these generalizations do not

hold iIi all situations, they are supported by most of the authori-
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ties with extensive field experience as well as by relevant

avaiLable data. They should be used as working hypotheses in

formulating credit programs unless specific country evidence is

avaiLable to support an alternative set of key assumptions.

The proposit~ons can be stated as follows:

1) On the whole, small farmers are rational and well in-

fo~d about traditional agricultural technology.

Cultural factors and risk aversion may inhibit their

adoption of new technologies to their economic advan-

tage, but they normally naximise their returns from

traditional technology.

2) Within limits, suall farmers are willing and able to

save. A shortage of capital, is likely to constrain

few farmers from adopting some feature of their

traditional technology. The rate of savings is often

low in the countryside, not because farmers are un-

willing or unable to save, but because farmers using

traditional technology have over time .accumulated the

capital commensurate with patterns of landholding,

labor, and aanagement requiring relatively low capital

inputs. Because their savings performance has been
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modest - for the above mentioned reasons - small

farmers often cannot immediately take advantage of

a new, more capital-intensive technology.

In Asia, the Middle East, IAtin America, and "to a

lesser extent sub-8ahara Africa, there are informal

lenders from whom small farmers can borrow at least

(1M 2: 1)

for short periods. One of' the mjor sources of funds

are friends and relatives who sometimes charge little

0% no interest. Though rates from commerc1AI lenders

are much higher - reaching and sometimes exceeding

four per cent per month - the difference between

these rates and institutional rates are not necessa-

rily a measure of exploitation. Costs of lending are

very high in rural credit. Some exploitationlm-

doubtedly exists, but exploitation is net necessarily

the major reason rural interest rates are high.

The impliC£.t10ns of these propositions are obvious and of great

importance for credit pro~: The absence of instituti011&l

credit my not at present bean important constraint on increasing

production using traditional methods. Nor nay it be an important

constraint for 811&11 t&rmersWishing to adopt a new technology
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which requires little additional capital. Other factors such as

technical knowledge, input supply, or land holdings constitu-

ting less tran an "economic unit" may be the effective constraints.

Public credit programs should be designed to meet the needs of

:f8.rmers who can productively use additional capital but who are

genuinely unable to finance their needs through savings and

~orrow1ng from other sources.

In attempts to determine the real need or demand for institu-

tional credit for small farmers, local institutions, rural socio-

logists, agricultural extension agents or community development

wor~rs Day provide valuable insight. In addition, it rray be

highly deairable to conduct a small, appropriately designed rural

sample survey to obtain more specific inforrration on facts and

attitudes. This could be arranged locally with the central

_tatiatical office or, by contract, with a private firm, univer-

sity or other source.

, :.!.1a..'

W

References: (1)

(2)

'~e Credit Connection: Cultural and Social
Factors Affecting Small Farmer .Fart'icipation
in Credit Programs" by Cynthia Gillette and
NOrDfJrnUphoff, AID Spring Review of Small
Farmer Credit, Volum~ XIX,39 pp.

"The case for Voluntary savings Mobilization:
Why Rural capital .Mil.rkets Flounder" by Dale
W. Adams, AID Spring Review on Snail Farmer
Credit, Volume XIX, 16 pp.
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(3) '~egional Similarities and Differences in
Small Farlller Credit" by M3.rvin Miracle, AID
SPfingReview of Snall Farmer Credit, Vo'i:Uie
XIX, 13 pp.

C. Conditions for the Productive Use of Credit

Questions: - What type of credit is required - pro
duction, marketing, or consumer'

- Are profitable small farmer technologies
available? Are these effectively com
municated to J8rticip&nts in the credit
program?

- Is there satisfactory handling of agri
cultural inputs and outputs for the suall
farmer under present conditions' If not,
what modifications are necessary as con
ditions for success?

- Wbat is the effect of land tenure J8t
terns and other socio-political charac
teristics on profitability and incentives'

- How might cultural attitudes toward
innovation and risk affect the pro~?

Credit will contribute to increased output onlYmder a limited

set of conditions. First, it must be ascertained whether prodl.C

tion credit, as distinguished from marketing credit or consumer

credit, is required. The type of credit required will be an im-

pertaht determinant of the appropriate delivery system. FurthEr' more,

if production credit is required, there must be an opportunity

for farmers t.o uake what is for them a profitable investment.
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Examples of such opportunities are: the introduction of a new

technology, e.g., high-yielding seeds o~ fertilizer; the opening

of new land areas, the introduction of a new cash crop to the

region, a.nd crop intensification or crop saving practices. It

should not be assumed that profitable investments for the farmer

exist. 2 In fact, the evidence is to the contrary: the prepon-

derance of unsuccessful credit programs for small farmers have

failed for precisely this reason - there was no feasible way in

which the farmers could profitably invest the credit extended to

them. Either there was no new (Le., new to that farmer) appli-

cable technology; or if the technology was applicable, farmers

were constrained by one of the following economic or social con-

ditions:

1. Even where technical opportunities exist, they may

not be economic. New grain varieties, although they

may produce a lArger harvest in phylsical terms, have

s~etimes sold at a discount because local consumers

considered them inferior to native grains. The pro-

gJ In order to consider An investment opportunity as profitable
sll811 farmers may require a substantial financial profit rate,
i.e., 30-50 per cent or more depending on their risk-aversion.

r..·.··.·..1'..·.;lW
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2.

fitablity of new investment opportunities resulting

from new technologies or from the opening of new

lands clearly is not guaranteed, and it would be naive

to assume that all new teclmology made a.vailable to

the small fa.rmer would be profitable to him.

Some of the recent improvements in teclmology involve

indivisible components which make them less suited for

adoption where farming units are srra11. For example,

the new seed varieties are much more productive when

water application can be controlled, yet the minimum

size tubewell or low lift pump available in most areas

is far larger than required by suall farmers to irri-

~te their 1and. (The availability of long-term as

well as short-term credit constitutes a necessary but

insufficient response to the problem of indivisible

components. )

3. ltI.ny agricultural innovations are quite risky. For

example, the new seeds shaw greater yield variation

than the varieties they displace. Under ideal condi-

t ions output uay be twice as great or more, but under

adverse weather conditions the new seeds rray yield

even less than the traditional varieties. le.ny of the
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traditional varieties have evolved over time to

p:roduce under wide extremes of ha.rsh conditions and

to resist local diseases. Among small farmers liv-

ing in uarginal ecological areas or close to subsis-

Cence levels, the risks associated with the techno-

logies my jeO];lB.rdize survival, and thus substan-

tially reduce the attractiveness of new practices.

4. A number of I.country studies show that a lack of

adequate infrastructure makes marketing costs unduly

high. In addition, pricing policies, such as an

overvalued exclange rate,export duties, or ceilingS

on agriCUltural prices designed to favor urban con-

sumers, may impede farmers from profitably marketing

additional output.

5. Adoption of the new practices rrAy be constrained by

poor input supply. For example, new seeds and pesti-

cides may be available, but fertilizer may be in

short supply. Because the success of the new teclmo-

logies depends on a balanced application of several

inputs, the absence of anyone may affect adversely

the benefits from using the others. The small farmer

is at a definite disadvantage in obtaining essential
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inputs if' their supply is limited. A strong associa-

tiCD exists in most cO\Dltries between wealth and power;

&s a result, $carce inputs, are sold primarily to the

".lthier and more influential farmers.

6. laniel'S .uay be ignorant of' new economic opportunities

0I*l to them, or they rtAy misjudge the potential re

turn. In amy cases recOJl'lDended practices appear to

be only im:,perf'ectly adopted. Farmers.y use new seed

but Dot f'ertilizer; or use f'ertilizer on seed beds but

not on tbe fields. An educative process I&y be needed

with l'eSU'd to the potential prof'itability of' innova-

tica. For various reasons, including the great ettort

Ncluil'ed to reach large numbers of' s.ll f'armers,

ext.sica agents spend less time visiting sall farmers,

aDd thWi the latter lave reduced access to one of the

_in sources of' inforaation regarding new practices.

1. Bevagricultural ~ctices 1&'1 disturb traditions,

attitudes and values. Profitable changes in practices

_y not be adopted if' they involve work considered

to be demeaning, or if' agriculture is only 8. secondary

occ.tion with priDary' orientation toward non-agri-

cultural eJlU)loyment, as in p!Lrts of' Af'rica, or if'
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societies provide sanctions against progressive

farmers. In other words, cultural factors may make

tarmers unwilling to adopt new practices even when

all the economic conditions are met.

8. Land tenure patterns - especially tenancy arrange-

ments, 'lmusually small holdings, and severe fragmen-

t&tion - may reduce the profitability and therefore

the incentive to adopt new technologies or even

improved practices.

9. The absence of purchasable consumer goods in remote

areas may detract from farmers' incentiveS associated

with increased income.

As the above discussion shows, profitability depends not only on

production technology and market prices but also on a complex

set of oth~r factors. Each of these factors should be addressed

in designing or evallBting a small farmer credit ,program, .and

Missions m&y require outside consultant assistance in pulling all

the pieces together.

References: (1) "Conditions for Success of Public Credit Pro
grams for SDallFarmers" by Millard Long, AID
Spring Review of Snall FarmerCred1t, Volume
XlX,15 pp.

" •.. '..~'
W
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(2) "Role of Credit in the Economic Development
of Snail Farm Agriculture" by Chester Baker,
AID Spring Review of ~ll Farmer Credit,
Volume XIX, 27 pp.

(3) ''Technology, Profit and Agricultural Credit"
by Ronald Tinnermeier, AID Spring Review of
8m11 Farmer Credit, Volume XIX, 16 pp.
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A. Distribution of Credit

Question: - What is the present pattern of distri
bution of agricultural credit with regard
to low, medium, and high income farmer
groups?

- What are the political, economic, tech
nologicaland administrative constraints
on credit distribution to small farmers?
What changes are necessary to increase
credit for small farmers?

To date credit institutions have made little credit available

to small farmers. Even those programs set up. to serve snall

farmers uSl.ally lend most of their funds to farmers who fall out-

side the target group. Some agencies nake numerous loans to small

farmers but these are of snall size; in value terms the loans go

to larger faI'1l1ers.

The reasons for the failure to reach snall farmers even when

they constitute the target group are several. Mlny credit insti-

tutions, at both the national and the local level, face political

and administrative pressures to lend to the larger farmer. It

is the large farmer who the credit officer knows personally.

ltbreover, with limited personnel, an institution is restricted

in the number of loans it can process. Finally, to naintain

the financio.l viability of the institution and to keep costs down,

c'•..
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it is ~sier to make loans to the Larger f&rmers. These are all

important problems which must be resolved if the objective of

supplying credit to smll f&rmers is to be met. (For suggestions

resarding the reduction of these problems, see especially sections

II B, II E, and III A below.) As distribution policy is crucial,. . .

Missions should seek f&cts on both past distribution and policy

for the future as a first priority.

It is new established AID policy to concentrate support of agri

cultural credit programs on snaIl f&rmers. Missions can provide

funds either to programs which lend exclusively to snall f&rmers

or to institntions which have snall f&rmer credit programs so

long as in the Latter case the total amount of increased lending

(Le., AID funds plus increased local contributions) to snall

f&rmers will be at least as great as the funding to be supplied

by AID. The Latter formulation provides slightly more flexibility

in programing and reduces somewhat the preSSure on AID for

local currency funding, which is likely to constitute a larger

percentage of snaIl farmer credit pro~s than of agricultural

credit programs in general.

The intent of this policy prescription, which arises primarily

out of the Agency's concern with the equity impact of AID sup-
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the lowest income. Although this definition trAy be a good
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of the farmers have less than 5 hectares, the 50 percent with

ported programs (viz. AID Policy Determination #48 of October

indicator for the small farmer category. No adequate, globally

credit, the World Bank has defined a small farmer as having less

define "small farmer." In a draft policy paper in agriculture

than 5 hectares of land, o~ in countries where the majority

1972), is clear; however, ambiguities arise in the attempt to

gener.al reference point, the quality of land and its development

Sup C2 to HB 2,
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acceptable definition of small farmer has in fact been devised,

although such indicators as (a) net income, (b) net assets,

(c) accessibility, (d) nature of technology, as well as (e) farm

size have b~en used to establish a small farmer category in any

given country or region. In general, one can say that a snall

farmer is one whose net income and/or assets are low both in

absolute terms and relative to other farmers in the sector; and,

as a rule of thumb, I~ince data on assets are difficult to come

by, one might simply define the relevant net income category to

include farmers with incomes equal to the mean (or average) rural



19 Sup C2 to HB 2 (TN 2:1)

family income or less.3 Since upper income groups give a

positive skew to the distribution of income (i.e., making the

average higher than it would be if incomes were more equal), this

definition will probably include a majority of all farm families.

Although the net income and/or net asset concept appears to be

the most comprehensive, Missions and LOC country programs may

choose to define the small farmer group using other criteria such

as geographic region, type of tenure, crap, or farm size as

proxy indicators of low income. Thus, an alternative, and perhaps

more easily verifiable, policy definition of small farmers might

include farmers whose holdings are smaller than a given size

~ (e.g., 5 hectares) and who have not previously bad access to

government institutional services. In the event that average

rural net income is not used to define the upper limit of a small

farmer category, however, some effort should be made to define

the range of possible income groups involved.

References: (1) "Technical Change and the Distribution of In
come in Rural Areas" by Carl Gotsch, American

JI Average rural income is used here to suggest an upper limit
on eligibility. A lower limit on eligibility would depend
more directly on the credit-worthiness of the individual
applicant. If the group of credit-worthy applicants is small,
it is'probable that credit is not the primary constraint on
increased incomes.
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Journal of Agricultural Economics, Volume 'ill.
No. 2 (May 1972) 15 pp.

(2) ''The Distribution of Agricultural Credit and
Benefits: Political Economy and Small Farmers
in Less Developed Countries" by Harry Blair,
AID Spring Review of Snall Farmer Credit, Volume
XIX, 12 pp.

(3) '~loyment and Income Distribution Objectives
for AID Programs and Policies: by Edwin Cohn
and John Eriksson, AID Policy Background Paper
(October 1972), 45 pp.

" .....?A..
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Questions: - What is the present interest rate struc
ture in the country? Are interest rates
high enough to cover the operational
costs of credit without depressing the
level of participant investment?

- What interest rates do small farmers
face in the informal narket? Do these
rates represent monopoly profit or real
costs?

- What lending margins are necessary for
capitalization of various agents in the
lending chain, especially if private
sector institutions are involved?

Conceptually, one can distinguish four types of costs which should

be covered by the interest rate on agricultural credit loans:

'-' (1) the opportunity cost of capital, Le., the average return on

investment in the economy at large; (2) the institutional over-

head costs associated with administering the loan; (3) a premium

for the risk of delinquency or default; and (4) a premium to

cover the rate of inflation.

Some of the experts at the Spring Review felt that raising interest

rates subste.ntially is the single most important change that has

to be made in credit programs. As long as resources are scarce,

it is argued, they should be rationed to those who can use them

most productively; and recent evidence shows that the_productivity

of capital on small farms is often quite high. Furthermore, it



credit institutions must do eventually if they are not to be

zation process that often occurs over time with small farmer

22Slip C2 to HB 2,
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credit programs. When rates are low, institutions can not

is said, higher rates would mean more credit for small farmers

by making lending more profitable and retarding the decapitali-

rates on loans can institutions afford to pay more on deposits.

The latter is considered essential to mobilize savings, which

afford to lend to small farmers. Also, only by charging higher

forever dependent on government loans and grants. (See Section

II E below). In addit~on, some experts believe that repayment

rates improve if members have a stake in the institution through

savings or equity participation.

The arguments for high interest rates were not supported by all

of the experts; resistance and counter arguments were put for-

ward by AID field personnel and LDe credit administrators in the

regional seminars. Part of the problem with raising interest

rates for small farmers is that the whole structure of interest

rates is too low, so that raising rates for small farmers to

cover the real costs of lending will discriminate against them

unfairly. '!'his is, of course, true, but it is also true that

present rates would have to be tripled or quadrupled before real

costs were covered. Perhaps the most often articulated objection
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was that low ~tesare needed to stimulate investment by small

farmers who can not afford higher rates. In fact, however, a

low interest rate is often perpetuated as political tokenism

to the poor in a program whose coverage is so limited that the

subsidized costs are still bearable by the government. In other

words, low interest rates are claimed as a pro-poor policy but

the effect is to severely restrict the availability of funds and

hence participation of the poor in the program. From the "farmer's

point of view, when there is an opportunity for productive invest

ment, ready availability of capital is likely to be more impor

tant' than price. Also, and paradoxically, higher official

deposit i.nterest rates, by increasing savings, may force down

informal rates.

It is true that small farmers may require SUbsidies; however,

these subsidies should be given in the form of services (such

as extension, some of the credit institution's administrative

costs, or roads into poor areas) that are not easily transferred

from one individual to another. Subsidized physical inputs

such as fertilizer often end up in the bands of individuals

who were not meant to receive the subsidy. Similarly, subsidized

interest rates for small farmers, which are less than other in

stitutional lending rates, almost always discriminate against
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the weak in favor of their more powerful neighbors. Also,

subsidies on selected inputs tend to distort relative real

factor pI'ices. In the case of an interest rate subsidy, the

latter implies the underpricing of capital and hence an arti-

ficial incentive to substitute capital for labor, an undesi-

rable phenomp.non in a labor..abundant, capital-scarce economy.

Today, in many pro~s, interest rates are negligible or even

negative in real terms, that is after correcting nominal rates

for inflation. Such low rates are economically unjustifiable,
I

and AID/Washington believes strongly that in most programs

interest rates should be higher. A reasonable initial target

might be to raise the interest charge to 12 - 15 percent in

real terms, that is to raise the rate to 12 - 15 percent plus

the going rate of inflation.

References~ (1) "Interest Rate Policies and Small Farmer Credit
Programs in LDCs," by Claudio Gonzales-Vega.,
AID Spring Review for Small Farmer Credit,
Volume XIX, 35 pp.

(2) "Higher Interest Rates Reconsidered" by
Millard Long, AID Spring Review of SnBll Farmer
Credit, Volume XIX, 2 pp.

(3) "The Interest Rate Belicy for AgriCUlture in
Developing Countries: The Prescription versus
the Experience" by Charles Nisbet, ,AID Spring
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Review of Small Farmer Credit, Volume XVI, 18 pp.

(4) '~gricUltural Credit Policy in Developing
Countries" by Jirys is Oweis, AID Spring Review
of Snall Farmer Credit, Volume XVI, 54 pp.

(5) "The Structure of Interest Rates in Underdeve
loped Rural Aras" by Anthony Bottomley, Jour-
nal of Farm Economics (M:l.y 1964). -

(6) '~MOdel of Credit Applied to the Allocation
of a sample of Mexican Farms" by Jerry Ladmon,
in Economic Development and CUltural Change
(January 1974).

(7) ltbney and capital in Economic Development by
Ronald McKinnon (1973) .

(8)



c. Def.&ult and De~inquency

Questions: - What is the extent of default and delin
quency in on-going agricultural credit
programs?

26

- What is the reason for default/delinquency?
What must be done to reduce the default/
delinquency problem?

Sup C2 to HB 2,
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The demise of agricultural credit institutions is often brought

about by high rates of default. Until the day of reckoning most

credit agencies conceal their usually.poor repayment picture

through rescheduling overdue loans and reporting inappropriate

statistics; however, few public credit agencies seem in fact to

have delinquency rates below 40 percent. These institutions

are not financially viable; the credit agency should not treat

rescheduled loans as though they had been repaid. In dealing

with credit agencies with on-going programs, care should be

taken to ascertain the actual delinquency situation. Perhaps

the best sing:emeasure of delinquency in a credit program

would be annual figures showing the percentage of overdue loans

plus interest actually paid during the year.

There are various reasons for non-repayment; the harvest may

have been poor, the farmer may simply refuse to repay because

he knows the stated transactions will not be applied, or the money

may have been spent on consumption rather than production. It
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has also been suggested that default may be associated with poor

quality extension. AID Missions should: (a) attempt to learn

the truth about repayments; (b) ascertain as well as possible

the reasons for non-repayment when the figure is high; (c) work

out with the agency a program for improving performance; (d)

develop a system to monitor performance. The funds lost through

delinquency and default have high opportunity cost particularly

when these losses are uade up from pUblic funds. Also the

distribution of income through default tends to be regressive,

even where the bulk of the loan mDney is going primarily to the

larger among the suall farmers, not to mention when loans are

extended priuarily to medium and larger farmers.

References: (1) '~he Credit Connection: Cultural and Social
Factors Affecting Suall Farmer Barticipation
in Credit Programs" by Cynthia Gillette and
Norman Uphoff, AID Spring Review of Snall
Farmer Credit, Volume XIX, 33 pp.



more costly.

to use supervision to force farmers to utilize funds as dictated
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D. Supervision

Sup C2 to HB 2,
(TM 2: 1)

Questions: - What elements of supervision are essen
tial to the success of the program and
what elements can be eliminated in order
to lower costs?

- What other institutional mechanisms to
incentives can be introduced to achieve
the objective norma11y associated with
supervision?

information coupled with credit; to the specification of inputs

supervised credit programs for srrall farmers. The degree of

the almost complete control of the farm operation by the super-

the farmer should employ, which nay then be provided in kind; to

vising officer. Each added degree of supervision is, of course,

supervision covers the entire gamut from the simple provision of

consumption purposes) and to help contain the high delinquency

To prevent misuse of agricultural credit funds (due to inadequate

technical knowledge, poor nanagement, or diversion of funds for

rate which plagues most programs, rrany agencies have establishEd

To the extent that supervision provides the farmer useful infor-

by the credit agency may be counter-productive. Too much super-

nation, it is probably an effective complement to credit. But
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vision is likely to be considered unwarrantable interference

by the farmer, who may then become alienated from the credit

institution. Group dynamics and the development of self-moni-

toring skills on the part of the farmers are also important.

Furthermore, experience shows that credit, whether in cash or

kind, is simply too fungible for an institution to be able to

control effectively how it will be used by farmers. It is im-

possible and perhaps undesirable to elimate completely the use

of credit for consumption purposes. In Section I B above, the

working hypothesis that small farmers are essentially rational

is presented. It follows that if farmers are convinced of the

profitability of a new opportunity they will use the loan for

investment purposes. Thus, restricting credit to production

areas with~~ investment opportunities is essential to

reduce the misuse of funds. Otherwise, the question of i.super-

vision for small farmers should not really be whether or not

to have it, but how much and of what kind. The benefits of

more intensive forms of supervision should be carefully com-

pared to the additional costs.

References: (1) "The Use of INCORA Supervised Credit in Colombia
in 1969 II by Dana Dalrymple, AID Spring Review
of Small Farmer Credit, Volume V, 12 pp.

(2) "Technology, Profit, and Agricultural Credit" by
Ronald Tinnermeier, A1D Spring Review of Small
Farmer Credit, Volume xIx, 16 pp.
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E. Economic Efficiency

Questions: Has a vigorous effort been made to
reduce administrative and supervisory
costs, learning from those informal and
formal banking systems which have suc
cessfully decentroalized their opeTations,
elimir~ted unessential red tape (such
as tied loans) ,and exploited channels,
services and information already avail
able? What about default costs?

- Does the credit program have an internal
or an associated mechanism for encour
aging and collecting rural savings?

- Is there evidence to suggest that pro
gram funds are merely substituting for
private credit - informal credit - es
pecially for the purchase of seed, fer
tilizer, labor and other fairly divisible
expenditures?

- Has a vigorous effort been made to har
ness sources of private capital, parti
cularly commercial bank funds? If private
banks are not lending directly to farmers,
are they at least financing the operoations
of other primary lending organizations,
such as cooperatives?

Administrative and supervisory costs associated with small farmer

lending tend to be high and in some countries default rates are

also high among small farmers. Given the constraints on what they

can charge, credit agencies cannot cover costs, let alone default,

on their loans. There is no simple solution to this problem.

Nevertheless, if administrative costs were reduced, and interest
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rates made more realistic, credit institutions could more

('I'M 2: 1)

readily afford to le~d to small farmers. What is needed is a

"low cost delivery system" for agricultural credit which would

compare to the conventional credit distribution system as the

recently publicized low cost delivery systems in health and

education compare to the more conventional distribution systems

for health and education services.

The Spring Review did not investigate the issue of economic

efficiency, or cost.effectiveness, with the thoroughness that

it demands B.nd cannot offer a list of proven cost-cutting expe-

dients. Grouping farmers (see III A below) can often be an

efficient way of lowering costs and default, if the group accepts

responsibility for the individual repayments. The honesty of

the system is important. Decentralization of operations, especially

of loan review and approvals, will alao help. One technique of

decentralillAtion my be to encourage the formation of farmer

associations in which "credit and finance committees" carry out

..., a great deal of the administrative work - at no expense to the

government. In general, administrative cost cutting. characteris-

tics of informal credit and other private credit systems can be

i~ita.ted. {Note that although the price of credit, Le., the



in selecti.ve lending to farmers who face productive opportuni-

interest rate, is high in the infornal narket,administrative

(TM 2:1)
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COlts may be relatively low.) As mentioned above in Section II

C, Lhe key tu reduc..:lng the costs of supervision and default lies

ties. If they do, they will~be more likely to invest the funds

advanced. The need for supervision will be lessened and the

probability of repayment and the justifiability of higher in-

terest charges will be greater.

Aside from measures to reduce costs in a given credit program,

one shouid also keep in mind the broader spectrum of rural

capital fornation. A much wider variety of possible strategies

to improve tha flow of finance to small farmers must be considered.

Both savings and informal market transactions should be recog-

nized as alterbative sources of investment funds; the more

agricultural investment can be financed through these funds,

the less the burden on public agricultural credit institutions.

Similarly, means of harnessing private sector institutional

funds for small farmers, as in the Fhilippines:'· Rural Banks

program, should be eXplored

References: (1) "TheC&se for Voluntary savings M::lbilization:
Why Rural capital lokrkets Flounder" by Dale
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Adams, AID Spring Review of Snall Farmer
Credit, Volume XIX, 16 pp.

(TM 2:1)

(2)q "rnform9.l Lenders as Suppliers of Development
Credits to Small Farmers in Developing Countries:
Attractive or Deceptive Alternative" by Charles
Nisbet, AID Spring Review of Small Farmer
Credit, Volume XV, 12 pp.

'~gricUltural Credit for Small Farmers in the
Middle East" bY' Thonas Strickley, Raja MJura.cade,
and Yusuf Kashshu, AID SEring Review of Snal1
.Farmer Credit, Volume IX, 17 pp.
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What. mechanisms are available to obtain
feedback from the farmer on the tYJ)e of
delivery system which is most appropriate
to him? How can farmers be included in
the pLanning·and decision-making process
associated with their credit program?

- WhB.t steps can the government take to
encourage more private institutional
financing of agricultural production
particularly by smaller farmers?

- What are the characteristics of the
local informal narket? How can the rela
tive advantage of this informal system
be exploited by the delivery system?

Questions: - Has a vigorous effort been made to group
farmers for credit/information/marketing
transactions?

A. Alternative Delivery Systems

Sup C2 to HB 2

Various institutional mechanisms for delivering credit to small

grouped into cooperatives, credit unions, or more informal farmers'

farmers have been tried. The most common one appears to 'be govern

ment supported "group credit, n i.e., public lending to small farmers

associations. Of course, in some prog~s loans are extended

directly to the small farmer, but administrative costs of direct

funding are very high. In other programs, public funds are

channelled to farmers through private intermediaries - either

through conventional commercial banks, special rural banks, or
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individual agents. Private agencies appear to have both lower

administrative costs and default rates. However, it is clear

that in distributing credit through private channels, the govern

ment loses some control over both who gets the funds and to what

use the money is put. Private lenders are more interested in

repayment than in fostering development projects.

Another danger of course, is that private lenders will extend

the credit to small farmers but at exploitative interest rates.

Evidence sugg~sts that the p~oblem of monopoly in rural .credit

markets has been exaggerated, but, where it is a problem, the

strategy ehouldbe to eliminate the excess profit, not the money

lender, or private agent. This is best done by developing alter

native sources of funds - both pUblic and private - not by im

posing new usury laws or by outlawing moneylenders who provide

farmers a real service. Specific steps which governments can

take to urge commercial banks to increase agricultural credit

financing lncludethe relaxation of (a) the usury laws, thereby

allowing commercial banks to engage in more risky lending opera

tions at higher interest.~tesand (b) the restrictions on

commercial. bank financing of moneylenders, thereby encouraging

competition among this group. Higher lending rates will also



permit banks to payout realistic deposit interest rates, which,

Sup C2 to HB2 (TM 2:1)
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by increasing the supply of savings and hence loanable funds,

may provide competition to the moneylenders.

Group credit is oTten preferred for four reasons: (l) it lowers

the administrative costs of lending, at least from the standpoint

of the banking institutions; (2) it lowers the default ~te,

and hence total costs of the p~, Vhere grOUp responsibility

is enf'Orced; (3) it can be more eui.17 <combined. with savings

mobilization; and (4) the groupca.n assist the credit agency in

assessing the credit needs o:l individual fa.rmers. It is also

argued that through groups, sna1.l farmers can obtain sufficient·

po~itisl power to force local .g(Wernments to be :JIlOre responsive

to theilrneedll. The act\Bl reoor.d of group credlit, however -

partiCll1larl3 coc;>eratives - bubeen mixed. .Omrrupt orincan

petent Il:IiLn8f/j'emenJt, -political abUse" e,nd def'auil:tt by group members

-7 CSilSe tbe gr~ endeavor totai.1.Suceea :factors are per

laps .,re difi':icw:t to pinpoint, but; ame recemJt study (aeeC8.rroll

below) points to the following:

1. Homogeneity (both etlmic&iq and by income class) ot'
i

the group members;

ii Group responsibility for loans;

iii Well-intentioned and competent political and',JIIBllAgerial

{ .......•....

W
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leadership (at both national and local levels);

iv Provision of technical services (ideally medium and

long term development services as well as short term

technical advice).

Integrated marketing arragements which permit deductions of

(TM 2:1)

t,..,

farmer repayment oblisations from gross revenues are also r.ecom-

mended, but evidence attesting to the extreme efficiency of

traditional marketing channels in nany countries brings into

question any blanket endorsement.

The Spring Review country papers reveal that credit programs -

irregardless of the specific delivery system - are generally

excessively bureaucratic and heirarchicaL Farmers are exclude:!

from the decision making process and there is no account taken

of their ideas. Not only are the credit agencies inflexible and

plagued by red tape, but they are often unresponsive to farmers t

needs. Spec:i.al efforts are. needed t.oshorten the hierarchical

lines of authority and communication, to incorporate a mechnism

that will feed back farmer ideas to decision makers. Credit

agents should be recruited from the farming community and an in-

centive system developed to make the agents more concerned with

the proble~s of the farmer than of the bureaucracy. Including

farmers in the planning and decision process would reduce their
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alienation from the credit agency and increase the credit

agency's responsiveness to farmer needs.

'No one distributive system tried to date can be cited as superior

to all others. It should be possible, however, to experiment

with several alternative systems in an attempt to find one that

is compatible with local culture, reasonable in costs, and suc-

cessful in identifying those small ~rmers with good investment

opportunitieR and in establishing an effective institution/clientele

relationship. Experience from the Review indicates that irre-

spectiveof the mechanism utilized, greater attention needs to be

given to organizational development and improved tranagement it'

successful credit programs are to result.

References: (1) "Group Credit for Small Farmers" by Thoms
Carroll; "Co-ops can Help if Governments are
Willing" by Edgar OWens and Charles Antholt; and
"Cooperatives and Development Through Suall Farmer
Credit" by Jack Dublin, AID Spring Review of Small
Farmer Credit, Volume XIX, 30 pp.

(2) "Informal Lenders as Suppliers of Development
Credits to Small Farmers in Developing Countries:
Attractive or Deceptive Alternative" by Charles
Nisbet; "Some Aspects of the Utilization of
Existing Credit Sources by Institutions Applying
Public Funds to Suall Farmer Credit Programmes
in Africa" by Richard Roberts; and "The Rotating
Credit Association: A "Middle Rung" in Develop
m.ent" by Clifford Geertz, AID Spring Review of
Suall Farmer Credit, Volume X!l. i

L.. ..•.~'

W
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(3) '~egional Similarities and Differences in
Small Farmer Credit "and ''Notes on Developing
Srrall Farmer Credit Institutions in Third
World Countries" by MLrvin Miracle, AmSpr~
Review of Srrall Farmer Credit, Volume XIX, 1& 12 pp.

(4) '~alysis of Organizational Aspects of Small
Farmer Credit Programs" by Jerome French, Am
Spring Review of Small Farmer Credit, Volume XIX~ 13 pp •. '
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B. 'l'l1e RLckage Approach to Credit

Questions: - Has agricultural credit been considered
in the context of a ''package'' approach?

- What should be the role of government,
specifically the agricultu~l credit
institution, in providing the "critical
minimum" elements req1,1ired for small
farmer develOpment?

As mentioned previously, the const~ints on agricult~l develcp-

ment are numerous. Sometimes the key constraint is a shortage

of credit; other' times it may be the absence of a more produc-

tive technology, incomplete or inadequate information about

more product~ve technologies, misjudgement about the expected

return, or risk aversion on the part of the farmers. Shortage

of required inputs or marketing problems (price risks, inacces

sibility of markets, etc.) also act as constraints. Often more

than one constl'$int applies in a given geographic area; in such

& situation credit alone can not ee effective. The other miss:lng

inputs must also be supplied either by government or the private

sector. In planning a credit program considrable attention should

be given to whether credit alone will be sufficient or whether

the government needs to see that the other constraints are

addressed. In some cases this my involve direct government input

supply or marketing programs.
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Once the government decides to intervene, it DlUIt als'c;> decide

whether the package of services should beprQv14~ by OIle or

more governmental agencies. A multi ...service approach by one

(1M 2:1)

institution often presents a way of reducing the per ~er costs

of providing services a.ttbe local level. On the· other hand, a

multi-service approach results in organizatioZlal complexity, and.

a need for higher deg~ees of management competence. It is $ome-

times argued that, with .. package approach, credit agencies

tend to lose both their pri~ry focus as fi~cial institutions

. a.nd the benefits of professional s~ci.ali.tion, particularly

at the local level. The scope of activity ~8t ouited to credit

agencies will undoUbtedly depend on circ~~ces euchas the

competence and training of available personnel e..nd t~ additional

services required to stimulate farmer devel,.opIIICmt.· If a. multi ...

service approach is adopted, an attempt .ho~~ be .de to keep

separate the costs and revenues tr~ the ~10~ activities.

Unless a relatively clear record of re~ues and coat•.~ be

establi8h~d, it will -not be possible to judge the success of the

various elements of the program, and losees incurred on one ser..

vice might lead to the a.bandanment of the entire pro~•

Reference: ."Role of Credit in theEcono.rA1cD~v.lop111.e,ntof
-'11 Fa~r AgricultUfe" by Cheater B. aalte~,
AID §Pring Reviey of _11 '!Del' 9f1d~t, Yot.XIX, 27 pp. . .. 4 . I .. . . '. .' .•
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C. Graduation

the deDlLnd will exceed the supply of available funds. Compa.red

As long as the credit program contains a substantial subsidy,

~ If the pro~ subsidizes participants,
and if government is not prepared to
eliminate the subsidy, can a graduation
policy be instituted?

Question:

to those whc would like institutional credit, few will receive

it. On equity grounds it therefore seems appropriate to "grad

uate" (i.e., to transfer from a subsidized program to a non-sub

sidized prog~) succes8fUl~rmers in order to extend the subsidy

to more needy individuals. Institutions are of course somewlat

reluctant to graduate farmers who pay their debts; furthermore,

it is more costly for institutions to build a new credit rela-

tionship than to continue an existing one. . Still it is important

t08ee participation in a subsidized credit program as a transi-

tional"phase. A graduation program, therefore, should be

structured so that the ~rmer himself has an incentive to graduate.

As an example, one can envisage IlL subsidized program in which the

interest r&te on credit would be slightly higher than the rate

in other programs. In this way, the subsidized public program

could provide access to credit to the non-commercialized 8DlLll

farmer J but IlLt the same time WOuld pl-ov1de . him the incentive to

transfer to other programs a8 SOOft &8 he is el,igible.
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(The assumption here, of course, .1s th&t the lI8oSJlitUqe. ct the

subsidy, which. could be provided by mea.na of ext~nsion or other

services, vould exc.ee<i the interest rate differentiaL ) As

farmers adopt new technologies with a consequent rise in income,

they should be able. to fu.nce additional· inveatJllttnt tbrough

persanal ~vings or institutions other t~ those SUb8id1~ bY

the ,govex-nment •

Reference: '~ubsidized Small Fa~r Credit - The Graduation
Problem" by H1llip E. Churcb,AID f!Pring ReView
of S1rall Farmer Credit, Volume XIX, 17 pp. "..."
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D. MOnitoring Credit Pr0iramB

Question: - Has tQe. infonatio.n· gathering $nd
evaluation process been institutionalized
in the agricultural credit institution?

The Guidelines have summarized the many problems that have plagued

agricultural credit programs in the Jl&st. Any mission consider-

ing support for an on-going" credit program would wish to review,

how well the program has performed in these areas. Obviously

where past performance has been deficient, negotiations should

be carried on with the credit institution to" determine policy

and/or uanagement clanges which miiht rectify the situation.

However, the procedure should not stop with the institution of

new policies. The credit agency should develop programs of

evaluation and applied research to provide decision-uakerB with

continuing feedback. Detailed information should be gathered on

several priority topics - espec1ally the distribution of credit,

default and delinquency, the co,ts of administration, and the

impact of programs on output. The information gathered should

be sufficiently detailed to find the correlation between any of

the above and the size of borrower, the type of program, and the

region of the country. Inforuation on distribution, delinquency,

and costs should be available to the credit agency from infonation

already collected or easily qollectable. For regular participants
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in credit programs information on outputs is often gathered

. from the annual loan appiica.tions; if not, it could be added.

However, for purposes of determining the impact of the credit

prog~ on ~utput, data. should also be collected on a control

group of farmers who do not receive institutional credit. The

additional costs of collecting this information and carrying

out the analysis are justified by the importance of ascertaining

the impact of the credit program as distinct from other events

on participants' output. Cost can be minimized and the utility

of results maximized if data collection and analysis is built

~ . into the uanagement operations ,of the credit institution. The

information collected does not have to be in the form of complete

enumerations. Well-designed samples will be less costly (much

less in a large pro~m) and, if carefully executed, more

reliable than complete enumeration.

(1M 2:1)

Reference: "Institutions and Institutional Issues Associated
with 'Suall Farmer Credit in Developing Countries"
by John R. Brake, AID Spring Review of Suall
Farmer Credit, Volume XlX, 13 pp.
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Rural deve10pnent is an enomous1y CXXlp1ex and difficult task for
an LCC to tmdertake. '!he resources that AID can transfer to assist
an LOC in its efforts, while not i.ncxnsequential, are rarely large
relative to the burdens the ux: IIUlSt undertake. Often the greatest
c:xntribution AID can make is in helping roc officials in thinking
through their problem; and assisting them in gaining tine1y access
to the best technical assistance available. Todo this, we in AID
IIUlSt be as knowledgeable as p:>8si.b1e in our various areas of
resp:ll'lSibility •

Qle of the tasks assigned to the ~rJdng Group on the Rural Poor
was to develop programs and materials to assist AID personnel in
broadening and deepening their knowledge of various aspects of
rural deve1oprent. '!he working Group is approaching this problem
with a multi-faceted program of comnunicaticn and interaction with
lEAID and MD/W personnel. '!he program includes:

1) '!be circulation of a nunber of working papei:s
designed to acquaint practitioners with the latest and
best thinJdng and experience in the field, of which
this OITervi.ew Paper is the first.

2) A series of workshops, seninars i;Uld discussions
with interested AID personnel, tentatively scheduled to
begin in the Spring of 1975.

3) '!he encouragement of Mission exd1angEt with AID/W
and between missions for the purpose of giving wide
distribution of oonstructive thinking on rural deve10ptent
topics.

4) Intensified suwort for AID missions, drawing on
inhouse and outside c:xnsultants, in the identification
and developrent of projects in those aspects of rural
deve10prent which are relatively new and in which the
Agency's cx:mpetence and experience is limited.

I urge you to participate in and oontri.bute to this program. '!here
is no cookbook approach to rural devel.oprent. The views, of field
practitioners are at least" as inportant as those of AID/W personnel
to the deve1cprent of AID policy in the rural deve10pnent area. we
need the benefit of your knowledge and insight. '!he focal point of
exchange of ideas for AID is the W3RP. Please use this channel of
ocmmni.caticn and in doing so do not hesitate to push your personal
views. we are all engaged in a learning p:rocess. we all have sare
thing to 1eam and sarething to offer.

AI~'A CIou)

KISSINGER
WClASSIFIED

eLi••IP'.CATION PAINTED 'I·ft
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There is now a widespread view in the development community that the

goal of developing country efforts should be a substantial improvement in

the productivity, health and skills of the poorest majority so that they

will share equitably in the benefits of development. This view is clearly

expressed in AID's present congressional mandate. In accordance with that

mandate, AID will place great emphasis on the rural poor.

For operat ional purposes, the "ruraL poor':' in developing countries

can be defined as those persons living largely ouside of or at the lower

income and of the modernized sector and not in major cities. We assume

that in Asjan and African countries, but to a lesser extent in Latin

America1 these groups constitute the "l?OOrest majority" referred to in the

legislative hi3tory of the FAA, 1973. They include small semi-monetized

and subsistence farm or pastoralist families, landless laborers and their

families; plus craftsmen and the unemployed and underemployed in market

towns and.small cities in the rural hinterland. In addition. if rural

programs are to reach the rural poor AID will also need to work with some

whose income may be somewhat above the level of the poorest majority but

whose activities are essential for rural advance, especially small and

tiny non-farm entrepreneurs.

AID's approach, to rural development is to provide effective financial

and technical support for selected country operational and research

programs which seem likely to enhance the productivity, health and skills

D R AFT
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2. In countries whose governments are ~ interested in such programs,

Sup C3 to HB 2

of the rural poor. AID is already engaged in this work in a number of

countries and through a number of research projects. AID is alao trying

to increase tne in-house and outside expertise available to work on these

problems.

The purpose of this paper is to provide practitioners with a prelim-

1. In all countries interested in rural development programs focused

An ambitious but feasible operational target for AID is for the

3. The assurance of an agency capacity to respond to request for

the definition of a USAID approach to increase the interest of the govern-

tation) a respon3e that would include:

on benefitting the rural poor, AID participation of a clearly constructive

nature in light of the local circumstances.

agency to demonstrate by. the end of FY 1976 (lY 1977 Congressional presen-

ment in such activities.

inary conceptual overview of current thinking on rural development. Part I

sets out in very general terms some of the theoretical assumptions derived

rural development assistance in a manner consistent with the latest

the desired approach to rural development can be expected to function

"state-of-the-art."

from the literature and the evolving body of AID experience which underlie

current AID/W thinking about rural development. Part II sets out some

strategic assumptions about the nature of rural development assistance,

goals, target groups and the setting of national LDC policy within which
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effectively. Part III sets out some major issues CODBDon to many rural

development progr&ms about which there can 'be no agreement or generalization,

These are some of the areas of critical importance which must be resolved

locally. It is important that these issues be explored in any case so

that the best aolution achievable in the given case can be identified.

Part IV explores the elements of the broadened rural development concept.

'-' The discussion emphasizes the more recent concepts and extensions of the

scope of rural development. However, it should be understood that the

new concepts are largely additive to AID's traditional concerns with agri-

cultural production, technology transfer and institution building.

This statement should not be regarded as "policy". The policy will

emerge as a consequence of dialogue between AID/Wand field missions on

the matters addressad by this paper. The FY 75-76 guidelines and field

budget submission responses thereto were the first stage of this dialogue.

This paper carries on that dialo~ue.

III the neal' future, a number of papers will be circulated

to the field which will go into many of the subjects mentioned in this

paper at greater depth.

The usefulness of these papers depends more upon their ability to

initiate rethinking and discussion than their "objective truth" or direct

applicability in any given case. Feel free to use or reject any part of

the document. We would appreciate your comments and criticisms so that

later versions of the paper will reflect a broad range of knowledge ar.d

experience in the agency.
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I. ~heoretical Assumptions of Rural Development

Until quite recently, the dual goals of increased production and

d
~

equity might have been considered inconsistent. Current thinking, however,

suggest that these goals are not only compatible but that questions of

employment, income distribution, and increased food production are inter-

dependent and must be addressed simultaneously. The current thinking is based

on a body of experience and theory which has developed in the past few years.*

On the basis of these materials, the following propositions or assumptions

on rural development are viewed as basic premises for AID program planning:

1. Assuming that small farmers have adequate access to production

inputs, technology, the financial system and the market:

a. ~,tput per acre will be higher on small farms

than on large farms.

b. Production will be increased at the lowest

captial cost.

c. The largest possible number of jobs will be

created (small farm, labor-intensive agri-

culture creates more employment than any other

economic activity.)

d. Income distribution should be improved since

large numbers of the poor will be increasing

their incomes.

*A paper summarizing the evidence on the economics of small producers is
nearing completion and will be distributed shortly.

; ..•...~~

~
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2. Adequate access to the four elements (production inputs,

financial system, the market and technology) of a high

productivity-rising income agricultural system normally cannot

be a~hie~ed without viable local institutions.

('I'M 2: 1)

3. Development strategies aimed at increasing the productiv

ity of farming through capital intensive means and through large

farm methods do not produce optimal overall growth results because

income effects tend to favor the wealthy, food production tends to

be less than optimal, employment creation is limited and the

potential effective demand for food and other basic products is

curtailed.

4. Small producers can be expected to have a fairly high

marginal savings rate if they own or control (through reasonable

contractual arrangemen~s) their own farms or business firms, even

if per capita income is low at the starting point.

5. Creation of both farm and non-farm jobs in rural areas

~ increases demand for commodities and prOducts which facilitate

the growth of. markets at all levels of the economy, promotes a

better distribution 'of population in a range of urban centers

from 'small market towns to metropolitan centers and favorably

affects the quality of life in various ways throughout the LDC

society.



increased and their risks reduced. This usually implies

6. Programs aimed at increasing small farmer productivity

are successful only where farmers' incomes can be substantially

('1M 2: 1)
- 6 -
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introduction of agr-icultural techology which is new to farmers

though often not new to agricultural specialists. In cases

where technology currently in use is not sufficient to yield

significant productivi~y and income gains, introduction of new

technology is essential if programs in credit, extension and

such are to be effective in increasing productivity and incomes.

7. There are many categories of industry in which small

firms are as efficient as, or more efficient, than large firms.

Many of these industries can be economically viable in the

small-sized economy of aarket towns and small cities.
~.•.....:l'
W•

8. Finyncial institutions and intermediaries are needed

not only to provide rural credit but also to mobilize rural

"yingst

9. Subsidized interest rates are generally dysfunctional

and are particularly harmful to the interests of the large

mass of poor and marginal farmers.

10. Geographical facto~8. including distance. signif1cantly

affect transportation time and costs, risk assessment, and the



Sup C3 to HB 2
- 7·-

cost of obtaining infQt1D&t:l.on about distant.1Darkets.

Geographical factors ..t beconsideJ.'ed in rural development

planning. Spatial r~ationships are critical to design of

action programs, planning of resource allocation and creation

of urban-rural liDkaaes.

('I'M 2: 1)

lO.Geographica1 factors, including distance. significantly

affect transportation time and costs, risk assessment, and the

cost of obtaining information about distant markets and must be

considered in rural development planning. Spatialrelationships

are critical to design of action programs, planning of resource

allocation and creation of urban-rural linkages.

11. Market towns and district urban centers are essential to

.faci1itate the flow of inputs and outputs. They also form growth
,

centers where small rural industry and services can create non-

agricultural jobs in rural areas.

l2~ The simultaneous availability of a minimum. package of

certain services and facilities, appropriate technology, financ-

ing and markets, must be assured if small producers are to be

assisted.

13. Low cost rural transportation networks, utilities and

land improvement are critical physical factors of spatial planning.

14. The existence of profitable agricultural production

opportunities does not assure that those opportunities will

be exploited, nor, if exn'n~~a~ ~hat benefits will be



those opportunities.

til'·,····'··,···.'

>:"

('1M 2:1)
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achieving potential productionincrea8e8 and an absolutely .

to exploit such opportunitie8!i8 a very important element in

15. Rural development mu8t be carried out in extraordi-

equitably di8tributed. The capacity to organize rural people

essential element in aS8urina equitable income effects from

think only of identifying lpacific constraints and relieving them

new technology will be e,ffective in isolation. To the

duce significant advance. Thus. in most cases, one cannot

elements make it highly unlikely that anysinsle intervention

contrary, the performance of the system as a whole requires a

such as increasing ~11 farmer credit or introduction of a

degree of deviation from the desired norms set forth above.

The interactions aDd interdependencies of these complex

rather large number of elements functioning effectively and

within a supportive national policy structure in order to pro-

narily compl~ social. cultural. economic. political. histori

cal 'framework which in each country has shaped the nature and

as a stratelY for rural development. To the contrary, it is the

capacity of the syltem al a whole rather than isolated parts

which mult be the focul of attention in planning. However,

an allesa.nt ,of an LDC' ICUI'l'ent Iyltem may reveal a few

critical parts whose improvement will make the whole work a

great deal better for the benafit of the rural poor. Further,
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broad-scale change. in the system as a Whole cannot be induced

quickly. Rather, changing the system must be regarded as a

gradually evolving process.

(TM 2:1)

While the foregoing propositions are not all ~egarded as conclusively

proven and may not in ce~tain specific cases ~e applicable, they may in

general terms be regarded as underlying propo~itionsonWhich AID country

strategy may be formulated •

•



not an AID project or program as such. AID hopes to help the

ships among them may be more important than individual projects viewed

•
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supports self-Bustaining growth by promoting profitable farm

program. AID will support one or several elements of a

developing conntry's program. Indeed, rarely would AID

1. ~lral development is a description of an LDe policy.

support all aspects of an integrated rural development program.

2. The goal of rural development is a system which

terms. Within the context of a systematic -rural development

country view Its rural development problem in comprehensive

in balance of payments and so forth. The new thrust toward dual equity!

production goals raises some difficult problems of articulation of

to support local efforts to improve rural conditions in developing

in the context of stra~egies ~om1nated by a set of concerns primarily

II. Strategic Assumptions of Rural Development Programs

AID rural develo~t activities in the past have been carried out

objec:tives. Stated s:lJDply, where AID is providing assistance,itwants

LDCs can be premised:

countries. In order to improve rural conditions, LDCs may need to make

many economic and social changes. Various elements in local and national

formulate some assumptions on which AID;s rural development strategies in

economic and social systems must support each other, and. overall relation-

defined in economic terms such as increase in production, improvement

separately. In order to improve performance, LDCs must change many elements

of the overall system. Given this "systemic" viewpoint, AID can begin to
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and non-farm productivity increases coupled with equitable

distribution of.~be benefits of that productivity.

3. The target groups of rural development are persons

living in villages, market towns, and small cities whose

~ncames are lowrelatlve to those living in the modernized

sector. They include small farmers, pastoralists, landless

laborers, artisans, craftsmen and small businessmen.

4. Rural developll1ent must be carried out within a

framework of national policy which is supportive of self-

generating growth in rural areas. The set of policies neces-

sary and sufficient to c.rry out the objective will vary from

case to case. However. Bome minimum set of LDC government

policies and cODUDitment to rural development must exist or

neither government nor AID programs are likely to achieve

the intended results. The following areas of policy concerns

are among those which will significantly affect the

effectiveness of any rural development activity. In the real

world it is. of course, .~ewhat unlikely that many govern-

~nts would have established or be working toward all of these

policy goals simultaneously.

('I'M 2:1)
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artisans, labor intensive industry and

service workers in villages, market

Rural development policies should be

policy that will strengthen the

coneerted effort at raising the produc-

tivity and incomes of rural populations

and developing services and industries

supporting rural populations.

economies of regional cities, district

centers and market towns through a

urban centers should be shifted to a

economic growth at one or a few major

9irected primarily at small farmers, herders

tion of investments and the design of

action programs.

basis should be broadened to include

spatial considerations in the a1loca-

National planning on a sectoral

promoting ~ura1 subsidization of

urban industrial investment.

and rural popu1ation$ rather tnan

balanced between interests of urban

Investment priorities should be

Planning strategies which promote

- 12 -
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D. Target Population

Sup C~ to HB 2

C. Growth Centers

B. Spatial Planning

A.- lnvestment Priorities
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towns and small cities

(1M 2: 1)

rather

~ E. Agricultural Markets

F. Technology

G. Irri~ation & Settlement

than at lars- scale capital intensive

commercial farms and capital intensive

"agro-industries" located in big cities.

Policies should give more emphasis to

production of food for domestic use and

expansion 9f domestic markets rather than

favoring production for export.

The development of technologies that

are economically and socially appropri-

ate to the conditions of the country

should be favored over the introduction

of standard advanced Western technologies

in agricultural production and manufactur-

ing. Linkages to international research

networks should facilitate the develop-

ment of technology appropriate for the

country's agriculture.

Improvements in land management practices

and small scale irrigation should be

favored over large scale resettlement,

colonization and irrigation programs.
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H. Health

1. Bducation

J. Transport
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Emphasis should be placed on environ-

mental sanitation, preventive medicine,

eradication of endemic diseases,

improved nutrition and family planning

based on rural clinics, para-professionals

and traditional rural health practitioners

rather than on the provision of costly

personal medical facilities based on

. highly trained professional staff and

Western-type hospitals.

Programs preparing adults and children

for productive work in rural and smaller

urban centers should be favored over

education oriented predominantly to big

city professional and sub-professional

careers.

Transport investment should focus on

the development of low-cost rural trans-

port networks with the objective of

providing farm to market access and

achieving closer linkage~ among smaller

cities and market towns and linking

these rural networks with main railroad

highway and air facilitie~
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K. Price & Piaca1 Policies

L. Planning & Implementation

.. lS ..

Policies should support the objective of

keeping surpluses generated within farm-

ing localities primarily for reinvestment

for the benefit of local populations in

those same localities. Policies which

result in intersectora1 and inter-

regional transfer of economic surplus for

the principal benefit of city populations

should be discouraged.

Emphasis should be placed on processes

which link central planning with effective

implementation at the local level and

which facilitate feedback of information

from the base level to the center rather

than processes in which planning is

separated from implementation and in which

the needs of local populations are

determined by central authority. "Bottom-

up" flows of information and decisions

should be emphasized over exclusively top-'

down direction and control. The capacity

of planning authorities to diagnose

problems in light of accurate information

on local conditions should be emphasized

in order to harmonize local and national



welfare should be encouraged.

(nf 2: 1)

~"'..'.'.]'.'.'..'.'.'..•..

l.'·..·•··..~c..•...

If at all possible, bringing

people into a participative role in mak-

ing decisions affecting their lives and

interests.

- 16 -
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In contrast to the al'eas discussed in Part I above concemins which

there is justification for the assertion of generalities, Section III

III. Rural Deve10peent PolicY I,sues.,; '.,.;

on theory andwill focus on areas where there is less consensus

practice. In many respects, howeVer, these areas are among the most

important for careful examination in project design and implementation.

Further, these and s~ilar "unsettled" areas of practice are most in need

of examination in light of experience. Therefore, we wish especially to

emphasize the importance of your providing the benefit of your experience

and observations in this connection by letter or airgram to the WGRP.

The issues listed are of particular importance,_ but they do not constitute

an exhaustive list.

1. Focus of Resour~es

Substantial benefits flow from assurina the simultaneous avail-

ability of all basic services in a particular area. When all major

constraints ~re relieved synergistic effects are maximized and resources

applied have their highest benefit potential. HoWever, given constraints

on resources, in:ensive iritesrated programs usually cannot be started in

'-' all areas of a country. This can r~use a rea1dilemna for LDC planners.

One approach to resolving the policy problem (following

A.T. Mosherts book, ereatina a Progressive Rural Structure) is to divide

potential areas of rural deve1op$ent activity into four classifications.



growth.

development and initiation of organizational and
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focus on rural welfare plus regional research, land

fare programs.

institutional development.

growth.

b. Lands of future high potential for agricultural

c. Lands of low potential for agricultural growth.

d. Sparsely populated non-agricultural rural lands.

In areas with high potential for immediate agricultural

In areas with low growth potential, focus on rural wel-

a. Lands Qf immediate high potential for agricultural

In areas of future potential for agricultural growth,

program. elements such as the following:.

Programs can be developed which provide incremental rural development

~up C3 to HB 2

growth, carry put programs including all the foregoing

plus intensive introduction of new labor-intensive

technology but with lower investment at the outset in

rural welfare activities.

Using this approach, all regions of a country can get same benefits while

emphasis is placed on productivity increases in highpotent1al areas in

the short run. Some incom~ increases from higher GNP can be taxed to

expand programs in lower potential areas.
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.Another approach to integrated rural development to start in wide
. ~, ".t,,·\·, .c' i '

areas with one or several prosrams, such as rural public works. Addi-

tional program can be added a. rapidly as money, tra~ned manpower and
,''''

(TM 2:1)

institutional resources pe~it•. In this "extensive"approach, integrated

rural developillent is a tar841lt to be worked for over a period of years.

2. The A.ppropriate Mix of Public and Private Activities

In the public-private responsibili~y question, there can be no

generally "correct" answer. But the search for a feasible solution in

any given couritr:; is a critical problem.

The question of which activities will be public responsibilities

and which will be left toprivate activity within an overall rural develop-

ment program isfr~ht ~thpo11tical and 1deologicalconsideration.

Foreign influence is likely to be minimal with respect to such decisions

and LDC decisions on such·utters often must be t~"en as given.

Where feasible, it seems desirable to encourage leaving to private

responsibility those activities which the private sector can handle well.

In some cases, it may be possible for an LDC government to retain responsi-

bility until an activity or a witt C!in be uspun-offl' to the private sector.

For example, a government agency might retain responsibility for servicing

local cooperatives to help them become viable business enterprises.

Gradually, as cooperatives learn how to manage their own business, they

can buy and sell in the private market. Federations of the local organiza-

tions can be formed to take over the functions initially performed by

government agencies.



fare oriented ru~al programs teadto be associated with s~ed land

the poor.

- 20 -
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3. Sesuence of Development Activity

Considerable atte~tion has been given to the question of whether

4. The Organizational Unit of Rural Development

Should the focus of rural ~evelopment assistance activity be

the sequence of development ~hould focus first on generating-marketable

upon village and kinship groups or upon farmer organizations organized

as economic units? Village or kinship groups are useful units of develop-

associations. also give first ~riority to increased income, so long as

groups, such a6 the local council, farmers cooperative or irrigation

to both although many experts now believe that the production/income

more or less all producers can share in the increase. Essentially, wel-

increase activities should lead the provision of social services.

outputs and higher incomes and later on the provision of social services

distribution systems or elite-daadnated co_unities in which welfare

repayment is not expected) is a substitute for income opportunities for

or to attempt a balanced approach providing resources for both increasing

output and providing social services Smultaneously. There are advantages ~

Limited experience with decentralized decision-making suggest that local

(primary schools, rural clinics, small production loans in which full

Sup C3 to HB 2
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ment assistance activity because there is trust and faith in loeal leader-

ship and local people are familiar with local customs. On the other hand,

efficiency, economies of scale, optimal utilization of trained manpower,

access to marketing opportunities and so forth may best be served by

using larger are$S such as village clusters which are roughly the

'-' equivalent of "counties" or "townships". Where it is feasible to combine

the two approaches effective functions and and should be disttibuted

between the two levels. For example, managerial and investment

aspects of farmer organizations might be assigned to an organization

representing as many as several hundred villages whil~ imPlementation of

specific activites such as screening credit applications might be the

responsibility of individuals indigenous to each village who are given

low-level training. Other functions, such as the introduction of new

technologies in financial administration may involve people from both

levels, such &s a qualif~ed eztension agent at the higher level working

in each village with '''rillqer extension agents."

5. Tr~i!lJ Issues

" One common issue in training is whether manpower requirements at

the village level should be filled~youtsiders. The latter are always

faced with the pl"oblem of gaining ·tbetrustof local people. Another

issue is whether the content of training courses is designed for the jobs

to be done, is sufficiently pragmatic and not too high a level. Still

another issue is the w111~ngne8s or obligation of participants to use their

newly acquired skills where they are needed.



Experience ~uggests that some considerable revisions may be needed

own communities. This approach may be useful in other sectors. Finally

{./ ~.'..
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may be an under-used way of gradually up-grading skills

through a combination of learing from experience and formal classroom work.

to make training more pragmatic, adjusted to the knowledge level of local

Sup C3 to HB 2

tural productivity has virtually no college-trained extension agents work-

periodic in-service courses for personnel working with local organizations

and local people

ing directly with farmers. The agents are farm boys with some secondary

in training programs. Perhaps villagers themselves can be trained at a low

the villager-extension agent could be a way of resolving the relationships

In this fashion, the desirab~lity of higher levels of education for

individuals, perhaps could ~e accommodated with practical requirements for

issue between outsider and local communities. Sometimes people may bE" "over-

from an organization located above the level of the individual village,

low technical level. If supervised tolerably well by qualified personnel

communities and directed at local people who are willing to work in their

schooling and ~ocational agricultural training. The current emphasis on

the use of paramedics in integrated health programs is an example of efforts

trained" if training is viewed as a stepping stone to "white collar" jobs

rather than a way of raising productivity and improving the quality of

life of the poor. One of the countries with exceptionally high agricul-

carrying out the specific tasks of development actiVity.
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6. TheRoleQ(W01UI\

There is a growing awareness of the 'importance of women in the

development process, in the, development commun1ty'and in the LDCs. It is

apparent that in the past, the economic and social significance of the

role of women has been vastly underestimated not only in the way that

'-' statistics are gathered and national planning is carried out, but also

in project design.

Consideration_ust be given, particularly in rural development

program, to the role of "omeli as decision makers in the fatn11y and in local

organizations; aa agents of the implementation of projects; as beneficiaries

of development activities a~ workers, and potential entrepeneurs; as a

critical influence in all aspects of the change process.

How this emphasis can be expressed in project activity may be a

difficult problem given the cultural, legal, economic and attitudinal

barriers which may exist in various countries and socio-economic groups

(including, it s~ou!d be noted, our own). But .it is essential that this

issue be addressed in analysis and project design.

7. LandTenure

Land tenure considerations are crttica1 in any rural or agricul

tural development program. The nature of the problems may vary widely

from region to region but access to land and constraints on its use are



which have not.

paid to land tenure issues in any diagnostic activity.

because they are

Experience clearly demonstrates
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typical problems in rural development.

obvious that land reform activities are sensitive

powerful. instruments for change. Whetllerbasic AID policy will be

changed in this area rema~ns to be seen. However, attention should be

reluctance because of political sensitivities involved. But it is

I~ the past, AID has treated land reform activities with some

arrangements have achieved far better economic perforaance than those

that those coUntries which have equitable land tenure and 1anduBe

It should be borne in mnd that full .ca.le land reform, while

tenure. MortgagE: financing and guarantees of private real estate trans-

apparently desirable, it is not the only way to attack problems of land

Sup C3 to HB 2

actions, laws providing security of tenancy; rent control and other mechanisms

have been usediti various parts of the world. Finding innovative ways of

dealing with land tenure problems is one of the most difficult but

potentially most important contributions that can be made in rural develop-

ment programs.

7. Food Production Versus Equitl

The argument i8 sometimes made that the need for food production

is so great that equity considerations must yield to greater output in

development planning. It i8 often true that a quicker increase in food
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production can be achieved by supporting large producers. Small

farmer projects tend to be aore complex and slower to unfold. Nonethe-

less, support of small farmer projects generate economic and social

benefits which ~an outweigh quick production payoffs in the medium to

longer term and perhaps in the short run as well. Those countries

which have achieved both high productivity and sustain agricultural

growth have involved their small farmers. While local considerations

will determine specific cases, current thinking would favor, other things

being equal, AID support of that element of a government's program which

promotes longer run production increases with equity outcomes.

8. Benefit Incidence

Rural development projects will often not benefit only the poor.

Project design often presents difficult tradeoffs betwe~n feasibility and

gross Impact and assuring a flew of benefits to the poor. Indeed, it

often is very d:f.fficult to determine benefit incident:e effects after the

fact let alone to predict those effects before the fact. What is clear

is that benefit incidence should always be an issue in project design and

implementation. Without a continuing focus on this question. equity goals

can be subordinated or displaced. Procedures to assure continuing monitor-

ing of benefit incidence effects should therefore be included in rural

development projects as an integral part of the project management

mechanism.



which it helps to finance.

purview of AID, the Agency'must be sensitive to the likely political
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While the subject of political stability falls outside the

Political Consideration.

9. The Role of AID

10.

lural development implies a transition from a traditional system .

Thedavelopment of an AID approach to rural development, of

paper should be viewed as areas for exploration, not a set of conditions

initiatives c However, in many cases, a strong AID orientation toward

this orientation among LOes and the development community as a whole.

or demands any o:r all of which 1DUst be accepted as a prerequisit~of AID

assumes dialogue, not prescription. The many elements addressed in this

impact of the rural development policies it supports and the projects

investments are unlikely to be productive without strong government commit-

problems must preceed project financing. In any event, rural development

In some cases, focusing the attention of governments on rural development

ment to its goals. Further, rural development programs which are not

which process this paper is a part, may be viewed as inconsistent with

the principles of "collaborative style" and responsiveness to LDC

effective rural development will parallel and complement the growth in

support.

responsive to lo~al cultural, historical and political factors are not

likely to be effective. Therefore, the AID approach to rural development

which derives its stability from effective resistance to change to a

Sup C3to HB 2



dynamic system whith derives its st2bi1ity from using productivity

dimension. Rather, the issue is whether a country can develop the

the theoretical assumptions of rural development is that it will help
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promote political stability in a changing society. This is not to suggest

that the transition out of an essentially low and static productivity

and a flexible approach to meeting the changing needs of people. One of

society is not destabili,ing along many dimensions including the political

capacity to adjust and adopt to change in an orderly and relatively peace-

ful manner. AID shoul4 recognize that some rural development activities

Without this commitment, long-run political stability is highly uncertain.

are carried out against a background of tension and expectations. How

people view rural programs will have a profound influence on whether

stability can be 1Il8intaip.ed. If peaceful change is to be feasible people

must have confidence in the processes .and~ti~utions of rural development.

Part of this confidence comes from a government· commitment to rural change.
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Bottom-up Planning and Feedback System

Sector Analysis

I. Overall Policy and Planning Framework

Regional Planning: Spatial Organization

and Market Towns

Overall Integration and Coordination

The following list presents a number of factors to be considered

mentation, and agriculturally related industry. The newer factors are

This section speaks to the major elements of rural development.

Many of these factors are the activities with which AID has had consider-

now being given a higher degree of emphasis than in the past. These

considered important to achieving maximum benefits from the conventiOnal

in rural development programs:

and gtowth, the systemic emphasis, effective linking of planning and tmple-

factors include regional planning, participation, institutional learning

able experience such as agricultural production and technology, research

and extension, marketing, financial and institutional frameworks and infra

structure. There are also certain elements which, if not wholly new, are

to be primarily differences of .-phasis and attention to the interaction of

IV. Major Elements of Rural Development

activities. The differences between a rural development as practiced by

AID to the present time aDd the new rural development approach viil be seen

discreet activities. Very little of past practice is elimiaated but a number

of new concepts are introduced.

· Sup c~ to HB 2
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II. Agricultural Producti9ll

Planniua and Management

Research and Technology

Resource Endowment

III. Activities Supporting Agricultural Production

Research and Extension

Financial Development

Marketing

IV. Institutional Framework

National Agencies

Regional and Local Gover~eut

Baae-leve~ Farmer Organizations and

Federations of Such Organizations

V. Industry ~lated to Agriculture

VI. Infrastructure

Rural Roads

IrrigationYacilities

Utilities

VII. Human Resources Development

Nutrition

Populat~qn"~dHealth

(TN 2:1)
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Overall Policy and Planning Framework

The kinds of macro policies which appear to be particularly

The following paragraphs comment on some of the foregoing

elements with special emphasis on those factors where substantial changes

Evaluation and Research

Motivation, Information and Learning

Sup C3

Er.ergy

Land Tenure and Water Rights

VIII. Special froblems

Employment and Welfare

supportive of effecti~e rural development were discussed in Section II

above. Theplanning and 1mplementationof programs ~upporting a rural

development policy present management challenges of the highest order. In

from conventional rural development practice are being encouraged.

this connection, some comments may be useful on three matters: systems

approaches. sectoral analysis and regional planning.

1. Systemic Approaches

• Rural development is a goal directed change in an enormously

complex system of people and institutions. The interdependencies and

interrelationships among these many complex elements are often extraordi-

narily difficult to perceive and understand, let alone manipulate. For

example~ recent research has demonstrated that growth rates of food

grain production, employment and capital supplies and requirements are

highly interdependent and sensitive to each other. A substantial growth

rate in foodgrain production may not increase employment by very much if

the production increase is concentrated among a small number of large
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farmers. If the added income from increased food grain production goes

largely to those c<Jlllpat'at~vely well off, output'prices may decline for

lack of demand. In consequence, incentives are lost and production falls

off despite the intrOduction of new technology. Increased production of

non-food grain agricultural commodities and rural non-agricultural small

industry may, h~ver, create a flow of income and demand which will support

greater food g~ain production. Both increased food grain and

non-food grain production, and creation of non-agricultural jobs is neces

sary, if not. simultaneoasly at least in quick succession, in order to

shift a short term increase in production yields tD a self-sustaining process

of growth.

Corract decisions on a policy level in a complex system like

the rural sector probably will require a set of decisions with respect to

a number of variables rather than a single-minded push in one direction.

The experience of the green revolution in Asia provides ample evidence

of the disfunctionality aver time of uni-dimensional "attacks" on agricul

tural development prob~ems.

At another level, it is important that a development effort

recognize the importance not only of the improvement of management of

institutions serving beneficiaries but also the viability of base level

organizations.

Examples ofwhYs~stemi~pproaches to rural development are

necessary are legion. But the application of systemic thinking to operations,
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3. Reaional Planning

emphasized in recent years is regional planning. Regional Planning is it-

planning and management is extremely difficult. It is necessary to probe

self a substantial area of knowledge. Its potency as.a vehicle for expression

of sub-national aspirations has been important and will grow. Its greatest

..
not only into the detail of how each sub-system works. but how the perform-

ance of each sub-system affects and is affected by all o~her relevant sub-

A factor in the' rural development concept which has not been

value is that it is a disciplined approach to the difficult problem of

decentralization. For purposes of this paper, we need dwell only on a fe~

2. Sectoral Analysis

now apparent that we must do so in rural development activities.

Sectoral analysi~ (agriculture, health, education, etc) remains

a major tool of diagnosis and planning under the rural development con-

process of analysis as a learning and training tool not only for planners

but for LDC agency management and the potential beneficiaries as well. To

cept. Added to the current approach is a heightened emphasis .on the

date, sectoral analysis has often been an instrument of top down planning

by technicians. This proc~ss should be broadened as far as possible to

include a flow of informatio~ and decision from the bottom up. Thus

extensionists, local LDC gover~nt representatives and small farmers

themselves should be involved at a minimum in data collections and if

possible, in preliminaJ;ydecision making as well.
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implications Which flaw:f'rmn·regional planning. Amdngthese, none is

more important than the sllnificance of spatial at'r8n~e1Ilents of rural

settlement and infrastructure.

It has been observed that there is a strong relationship

between rural incomes and the access of rural people to roads, market

facilities credit, utilities, health and education services and so forth.

At any point n time, an ideal location pattern of: these facilities may be

specified for a given population. Such an arrangement might involve a

cluster of villages around a head village or market town where retail

markets and basic services for the cluster areas are concentrated. In

turn, these clusters of villages may be grouped around district centers

..., where wholesale distribution and more specialized facilities arid services

not economically viable in smaller towns can be positioned. The districts

in turn may be grouped around a regional city. The number of levels and

geographic distribution of hierarchies of agro-urbancommunities will

vary according to variables such as country size, population size and

density, topographic barrier~the common modes of transport used by the

poor and, of course, the historical growth of the society to the present

time.

Tha rational locating of services, facilities and connecting

roads yields a minimization of infrastruc~ure costs and optimization of

the availability of important services to the rural population. The area

serviced by the market town may be referred to as "farming 10caJ.ity". The

nfarming locality" centers on the market town. The market town connects

(1M 2:1)
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is possible than if one or several of these factors were not present in
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!in the market town include health clinics, agricultural ~tens!on services,

the locality with the outside world. Activities properly concentrated.

in significant improvement in the "systemll
perfo~ce of the farming

may also be viewed as an appropriate area for local verification trials.

schools and other training facl1itiesor perhaps sponsoring an "education

center", both formal and non-formal education activities. The locality

locality when these factors are available. A hiaher synergistic effect

repair facilities, production input otores, savings and credit facilities,

the locality, or if they are scattered about in different sites rather

than being grouped together~

It should be noted even in this very general overview that

the ideal size for a farming locality changes and expands over time as

better transportation facilities become available. But at the early

stages of agricultural cOmm$rcialization, farming localities need to be

small to facilitate agriqu1tura1 growth. (A common radius i8 seven or

eight miles from the market town.)

The farming districts service farming localities in the same

way that localities serve farmers. District centers provide for an

appropriate level of concentration and specialization of services for a

number of farming localities. The basic services provided by a district

center include wholesale markets for farm products; farm supplies and

{ ....<•..,



portation and communication links.

sian service adm1ni~tr4tiOD; district banking facilities and major trans-

and e~uipment; regional agricultural research facilities; district exten-

(TM .2: 1)Sup C3 to UB 2
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Agricultural PrQ!iucFion.and Supportinl.Act1vities

1. Aaricultural l'roduction
•

The economic engine of rural development is agricultural

production. Substantial increases in agricultural output are essential

to move the system, provide jobs, and generate income in the rural sector

to buy goods and services. Generally, such substantial increases can be

achieved only through improved agricultural technology supported by a

variety of activities required to assure access to the benefits of that

technology. Specifically, one or more profitable teehDoloaies must be

available and applied in every situation for rural developMILt to take

place. Hence, the centerpiece of AID rural development strategy in the

past remains the centerpiece of the new rural development concept. The

planning and management of technology and inputs to achieve greater

physical outputs on the farm is the necessary. though not sufficient.

central element in any rural developaaent program.

2. ActivitiesSupPOrf*YyrieulturalProduction

AID bas longre.:osn~~ed tb~t .n~ero\Js supporting activities

are,~,~tial to agricultural .~rqduction~Gtiv~ty. lesearch and extension,

seed aultiplication, market~. aari~ultur~l ~redit and other related

activities are well understood by AID practitioners. Such functions are



In this connection, new .pproaches to traditional services
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in no sense viewed as less iaportant uDder the emerging rural development

concept. The new concept does attempt to incorporate the lessons of experi-

activities to i.proveoverall system performance that characterizes the

Another possible innovati~n is the use of large numbers of

ence which show that the effectiveness of the traditional agriculture

development of many functions beyond agriculturells such. It is the

agents are given some low level technical training through nonformal

programs condur-ted by the properly trained staff and their work in the

agents are responsible for demonstrations, organizing discussions and other-

support activity projects can be enhanced and assured by systematic

base level organizations and individual village communities. The village

are encouraged. For example, the use of villagers as extension agents is

one of the concepts of rural development that is fairly new to AID. In

linking of the traditional fucntions. to abroad range of related

essence, this is a system in which Villagers serve as the communications

link between LDC agency professional and technical staff assigned to the

new rural development approach.

villages ~ust be supervised by the trained staff. In the village the

wise trying to involve their fellow villagers in the project. Their exact

small farmers for field trials 111 support of extension work. In this fashion,

set of activities will depend. of course. upon the technical subject involved.

field trials more closely appro~te use by relatively less sophisticated

farmers. The task of inducing the farmer to try new methods is simplified

if he has had a practical, low risk experience with the new technology.
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Greater tmpottance is now being atta~hed to the develop

ment of intearatedcapital markets in order to increase the

efficiency of resource allocation. Small producers must have

convenient access to credit and savings facilities if they are to

increase their productivity and investment. Organizing financial

institutions that are conveniently accessIble to all producers is

now being viewed as aD iBportant condition of rural development.

Mechanisms which facilitate the flow of capital to, from and with-

in the rural sector to profitable investment opportunities are

necessary for sustained growth.

Discontinuous, fractionated financial development results in

inefficient allocation of investment funds, including credit, and an in-

ability to mobilize savings that are potentially available. Existing

distortions in financialdevelopseftt tend to favor the larger producers,

capital intensive rather than labor intensive investment, and large city

rather than farm and agriculturally-related small town investments.

The dysfunctional effects of subsidized interest rates -

including disincentives to s.v1~. and distorted or corrupt rationing of

available credit - are now lenerally uaaerstood. A rational financial

market .. including raUonalpricea for the use of money, 1s viewed as a

peceSaary condition for self-sustaining lrowth in the rural sector.

In many caSeS, the need for more effective financial develop

~ment may require innovative approaches to central bankin&commercial



With respect to services, much attention needs to be given to

also that linkages between supply and demand need to be assured as much
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4. Marketing

to accelerate rural development.

tive. Experience suggests that this imbalance needs to be righted and

banking and financing of agricultural cOllllDodit:1es, working capital and

as this is possible. Markets DUst be rationalized so that supply and

AID, other donor agenct~s, and most of the LDCs have often

emphasized increasing the supply of goods and services while not giving

enough attention to increasq asgregate demand and making deund effec-

in fact, lead to higher incomes for small producers.

of the financial sector .ay be exploited more effectively and creatively

demand are more closely linked and so that increases in production will
. -

rural capital projects. In aany cou~trie8, the development potential

the condition in which services are wanted and used. (For example, under

what circumstances do fanters 1II8Ilt the help of asricultural extension?)

Marketing problems tend to be particularlY difficult because

they so often involve either very costl, gove1'Dlllent pricing solutions, or

solutions involving controlling the behavior of large numbers of individuals

in private markets. Benefit incidence is often hard to predict in marketing

projects. The analysis of these and many other problems of market develop:

ment should be handled in the context of regional planning problems.
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1. Institutional Learning &Growth

The institutional framework for rural development has long,

been recognized as critical. The national government, its majormin1stries

..., and agencies and some private agencies have been the subject of institution

building activities for many years. Rural development incorporates a

number of concepts which have evolved in recent years relating to matters
.J"

of organization practice and procedure, the linkages between institutions

and t.heir beneficiaries ~·aost 1mpo~tantlytheway that information and

influence flows from thebeneflciaries into the institutional structure. In

~ ... ;l., this connection, a substantial amount of neW and potentially useful ideas

are available from· the field of organizational studies and other manage

ment disciplines.

. . .
InadditiOll to the governmental insti1:utional framework, a new

emphasis is placed upon farm groups. The history of farmers organizations

in developing'countrieshaa been discouragina. But the cost of· providing

the services small farmers Deeel is prohibitive if they are provided

individusJ.IY..,Effectivefonaa of group actiOll .,etbe £011nd if economies of

f,c.a ~.e are to be achieved in the1lUlll4gemaaof savings and credit and other
)I

elenlent'sofa modern agricu1tural,systlm~

The shift in emphasis toward the involvement of large numbers

cf lot. inLC!ll€'. farmers implies for any developiq couttary an enormous



institutional challenge. Agriculture ministries, banks, cooperative
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federations and othe~ LDC institutions are faced with greatly expanded

and more varie4 respons~biliti8swhen such a shift in stTat.a, is adopted.

In most, if not all c.ses, the transformation to modern, client-centered

service institutions capable of coping with the difficulties of organizing

and relating to base level development activity will require a program of

planned institutional development growth aI1d change taking place over a

period of time.

The process of agricultural s8cttor .management. suffici,nt to

support base level participation involves not only the expansion and

improvement of traditional activities such as agricultural credit and

extension. It also requires som8 new approaches and functions.

Most important of these is the emphasis on better understanding

of the beneficiary, .his needs and his behavior. Therefore, successful

rural development places heavy .tresson development within the tDC govern-

ment of 'research and evaluation capability linked to the management system

Research thus becomes not an adjunct of planning as such. Rather it

becomes an integral part of management which iaconceived as a process of

planning, implementation and evaluat1.on. The focus is shifted from genp.ral,
. .

"academi::-" rest=at'ch to "action research", a system of dynamic, oo"'go1og

evaluation generating timely, useful data to support ~nagement decisions.

Such research is not only on economic but also on socipl and behavioral
~.

factors affecting project d,si8nAnd execution.
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CIU.y in the most unusual caSI! canan IJ)Cj.nstitu.t:ional

structure be thought to have the c3pab11ity of substanti.al expallsion aud

modernization in a short period of time. Ordinarily, it lIlu:;t he assumed

that the institutions involved must undergo a process of transfcrmation.

In the· past we have referred to the process of improving institutional

capacity to' deal with social and economic problems.as "institution build-

ing". This term carries with it the implication of the construction of a

structure starting at one point and finishing at another point. When

"finished", the structure is tben fully capable of carrying out the

function for which it was designed. But the process of adjuetment by

institutions to the challenges of rural development is better analogized

to the organic concepts of learning and growth. The process of transforma

tion and change in that sense in a continuous one. The nature and quality

of art institution must be assessed in terms of its ability to respond to

newtha1lenges and responsibilities as well as its capacities to carry

out a given function at spy point in time.

Viewed in this light, it becomes apparent that considerable

emphasis must be placed upon the ab1l~ty of the institution to gather

informa·t:ton and understand what is goiIlg on at the base level. The ability

of an institution to gather relevant economic and social data and providf'

..:ommuni~ation pathwa.ys by which such information. call be fed back into its

managerial processes becomes critical. Tbua, the need for "action research"

- research by the institution concerning its clients and its own functioning

emerges as a function of equal importaI..c.e with the gathe~1<lg of general

~COn.Olaic data for e(~·:mom.1.c planning and ':esour(:t~ "1110cation purl'm:es.



producers. This in turn depends on assuring access of small producers to

depends upon improving the efficiency and productivity of ~all scale
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2., Bal\ie Le'!!lJ~rgani2ation!il

Increasing a~ricultural production and ben~ral rur~l *elfare
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a range of inputs, new technology, marketing opportunities and so forth.

administratively more convenient and less costly when focused on groups

Changes in

Base level groups of small producers are desirable for other

providing services to its clients. The delivery of services and inputs is

participation by all members. Many aspects of rural development require

beneficial to the small producers. In consequence, some fo1'1ll of base

to provide some degree of power in relE!Vlint markets and influence through

can facilitate both economies of scale and social pressureH to encourage

menta and labor is difficult outside the context of an ongoing group which

rather than individuals. Carrying out activities involving joint invest-

changes in individual behavior on the part ofbeneficiariea.

reasons as well. Groups are a valuable vehicle for feed-back to agencies

level organization of small producers is critical to facilitate access and

The individual servicing of small producer, and independent marketing of

outputs generally appears to be neither administratively feasible nor

attituderi and behavior are facilitated by participati~n in group activities

linkages to the national govermaent.

facilitated b~ the existeace of aD ongoing and supportive group.

auG d~clsion making. Fu.tther, the reinfcrcement of behavIoral change is
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Base level organizations tend to be moat effective when

they are designed, organized and managed on the principle of viable busi

ness enterprises. This, as a minimum, means for both private and Eublic

organizatioQS that revenue equals or exceeds expenditure. Development

planners often select key criteria other than viability of business enter

prise such 4S an existing cultural group in a village. Indeed, a village,

an existing cultural and social group, may well be an easier focus for a

given task than a group ·ofvi1lages. A whole area or region on the other

hand might be viewed as an ec:onomic unit for 1I&SS delivery of inputs and

services under govermaent control. The planning 'of fa·naers organizations

on the principle of a "viable business enterprise" provides a mechanism

for management, ongoing evaluation, and the capability for self-sustairiing

growth.

A number of other factors bear on the successful development

of base level oraanizations. Indigenous leadership, trained if necessary

in training centers and returned to their organization rather than utiliz

ation of outside promoters is favored conceptually. Experience

demonstrates that effective base level organizations take time to develop.

They should be started wi~h a few functions. New functions can be added as

the organizations acquire the capacity to handle them Forcing the pace of

development can be count¥u:-produc,tive. Base leve1 organizati"ns need

sufficient autonomy to'define their own purposes and goals within the

general ?ol1~y framework set forth by the center. Exces81~e control

designed to assure conformity wit~l a master plan ca:l be. seriously countcr-.

prodl1cti'\:e.



pragmatic considerations.

The emerging rural development concept places a renewed
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3. ~art~c1pation

propos:f.ton that aperBon's motivation to achiev~ a particU13r objective

1. Identify his own needs.

The essenea of the participatory process ia based on the

1. • Plan haw to meet thoee needs

From a manaserial viewpoint, the participation principle is

is opti~ized under circumstances Where he can:

the concern for hUlll4ll values is intuitively appealing and supportable on

Sup C3 to HB 2

moral grounds alone, the case for participation can be built on purely

emphasis on human factors in development planning and managemeut. While

in higher commitments to success and higher expenditures of energy and

much better info1"$8tion for decision making in the system as a whole. Thus

tics of participatory activity and exploiting them for the benefit of the

the process of participation facUitates better planning and more effective

of great importance. A participatory process of development generates

and important of the new approaches.

development process is perhaps the most difficult yet the most promising

resources by the beneficiaries. Thus, in effect, a participatory process

resource allocation. Furthermore, the process of participation results

calls into being or makes available to the development process resources

which otherwise would pe unavailable. Capturing these peculiar characteris-
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3. Have der-laton making power to call in the particular

resources which he f·eels are apprt)pJ:'iate torneetiug

his needs.

4. Experience either success or f.ilureofhisown

planni~8 as well as physical efforts.

5. Evaluate .the causes of success or failure

6. leed-back the results of that self-evaluation into

a new pl8$1111ng-acting cycle.

Where such conditions apply, the individual may be said to be

operating in a problem solving climate rather than a dependency climate.

The benefits of a Participitory, problem solving approach are

substantial. But just as overdoing top-down planning can be damaging.

overdoing "bottom-up" planning may result in the misallocation of scarce

resources. In any given case a balance must be struck. between "top-down"

and ''bottom-up'' approaches. That balance might be characterized as a

system in which policies and technical and administrative standards of

performance are directed down from "the top", detailed plans are developed

at "the bottom" and move~ up through the system to appropriate levels of

aggregation at which levels resources are allocated according to criteria"

known and understood by all participants. This implies a substantial

cl~ge in the distribution of decision making power. It also implies a

much greater invest"ment in helping benefidaries 1elim to cope with their·

eI1vlronm~nt. But the management skills thus learned are tha very essence

of 8~lf'su~~ained growth and development.
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InAustry Related tog.:ric~.1!~.ure

The emerging rural developmpnt concept places greater

emphasis on the creation of non-agricultural jobs in rural areas. Job

creation opportunities should be promoted not only in agricultural a

activity but also in small labor intensive industries including agricul-

tural product processing, consumer goods, construction, service activities,

transportand so forth. These activities should be located in market towns

and district centers in accordance with the potential market for the

serv:l.ces. Activities of this nature often will require working capital

financing more than capital investment finance. They often require as

much concern for technical assistance as agricultural activities. Thus,

it may be useful to apply earlier experienee with urban based small business

development projects.
If·.·.... ··..··.'.·.;·.'..•..
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The foregoing materials highlight a number of factors characterizing

current thinking on rural development. In their totality, they reflect

an idealized set of considerations and circumstances which are unlikely

to be simultaneously applicable or feasible in any given country. Viewed

as a set of converging goals, they present an agenda of factors which, if

effectuated over time, are highly supportive of progress in both food

production and equitable distribution of benefits of development.

Comments and criticisms of this draft paper would be greatly appreci-

ated. It is hoped that the document in its current from will be a useful

if not authoritative expres~ion of current views. Its refinement depends

~ upon the feedback that experienced 'practitioner8can provide.
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(NOTE: The following books and _rtic::les will b£: sent to Missions
as rapidly' as they can.kl'Ut:ehased (books) orreproduc::ed (articles).
The number of books onproduc:tion/equity rural deve10pment is still
rather few.

'The number of prof~8s:1onal articles 1& multiplying rapidly and can
now be counted in the hundreds. From this enormous number, the
following few have been .elected as key articles on major points
covered in this ConqeptUaI Overview Paper. Missions desiring addi
tionalm4ter:1als on particular s~ects should send their requests
to the WGRP. To tpe11st ot books and articles there is attached a
list of AID airgramson matters relating to production/equity rural
development.) .

Books

Ranaan Weitz. "From Peasant to Farmer"
Arthu; D. Mosher. "Creating a Progressive Rural Structure"
Edgar Owens and Robert Shaw. "Development Reconsidered"
Ronald McK,:1Jmon. "Money and Capital in Developing Countries"
Doreen Warriner. "Land Refot'ID in Theory and Practice"
Ranaan Weitz, editor, "Rural Development in a Changing World"
David TurnhaDl and Ing:1lies Jaeger. "The Employment Problem in

Less Developed Countries"
Richard Jolly et: al •• Editors, "Third World Employment"

Articles

BarQara Ward. "A ·PeQple' Strategy of. Development"
Dudley Seers. "The MeaniDg of Development"
Mahbub ul Baq. "The Crisis in-Development Strategies
Peter Dorner, "Needed Redirection in Economic Analysis for

Agricultural Development Policy"
Polly Hill, "A Pleas for Indigenous Economics"

(Chapter 1 of'\Wral Capitalism in West Africa")
Albert \<Jaterston. "Resolving the Three-Horned Planning Dilemma"
Keith Marsden, "Towarda a Synthesis of Economic Growth and

Social Justice"
Akhter Hameed lChan. "The Comilla Projects - A Personal Account"

"Tour of Twenty Thanas,",Part I
Dev Weintraub, "Rur4l Periphery. Societal Genter,_ and Their

Ititeraction in the Process of Agrarian Development ll
Bluce F. Johnston, "Asriculture and Economic Development: The

Re.levance of the Japanese Exper.:lence
Gut3tav Ranis. "TeehQology Choice. Employment and Growth"
.John w.. Mellor, "The Impact of New Agr1..cultural Technology on
Employment and Income Distribution"
(Jug, Adams and Single, "Voluntary RurE:l Savings Capacities in

Taiwan. 1960 to 1970'0
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Act, 1973

Strategy for the Education and Human Resources Sector.

Guidance.

4. AIDTO CIRC A-996. 9/29/73: AID Nutrition Strategy

5. AIDTO CIRC A-46l, 4/21/73: pp. 6 and 7 of Program Planning for

FY 1975 and beyond.

2. AIDTOCIRC A-27S. 4/2/74: Program Guidance on Implementing AID's

3. AIDTO CIRe A-230. 3/19/74: Planning and Evaluation of Integrated ~

Health Delivery Programs: A Systems Approach.

6. AIDTO eIRe A-4l8, 6/6/74l Guidelines of Small Farmer Credit

7. Legislative History of 8ectioas 103-107 of the Foreign Asisstance

1. AIDTO CIac A-448. 6/22/74: FY 1976 Program Buc:llet SUbla-i8sion

Sup C3 to HB 2
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POPULATION AND F.AMILY PLANNING PROGRAMS

tively to requests for assistance from countries which desire to

Address questions about this policy determination to:

LJISTIU UUTI o;~ :
AID List M, Position 25
AID List B-6, Position 25
AID List B-4, Position 5
AIlJ List C-2

the economic and social quality of life. The attached Policy

economic consequences of rapid population growth. A.loD. must

There is increasing world-wide concern over the social and

the new detailed "Guidelines for Assistance to Population Programs."

help awaken other governments to a full realization of the

nature of the population problem, and respond quickly and imagina-

Determination provides a policy framework and guidance for

liInit population growth to a rate commensurate with improvement of

File as: AID HANDBOOK

'-'

POLICY DETERMINATION
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POLICY DETERMINATION
POPULATION AND FAMILY PLANNING PROGRAMS

1. Definition and Objectives

Rapid population growth seriously hampers man's efforts to improve the
quality of life. World resources are limited and all nations find it
difficult to provide enough food, housing, education and medical care
for their people. ThisE most evident in less developed countries where
economic growth is offset by population increases, often despite massive
foreign assistance.

The problem of population pressure varies from country to country. In
some nations the natural increase is small (1% annually), while in others
it runs at a rate which results in a doubling of size within one genera
tion. The rate of population increase, coupled with other variables such
as food production, natural resources, and level of health, determines the
urgency of the problem in a particular country.

We in the United States are concerned about problems arising from popu
lation growth within our own country. Public and privately sponsored
programs promote education about family planning. In nearly all states
there are state-wide or local family planning programs, in many instances
through the support of the U.S. Public Health Service, Children's Bureau
or the Office of Economic Opportunity. More important, the majority of
American couples began to practice birth control on the basis of personal
conviction rather than national policy. This has been the case in other
developed countries and seems to be a natural corollary of economic pro
gress. A pluralist, democratic society, the United States believes in
full freedom in the selection and the use of such methods for the regu
lation of family size as are consistent with the mores and creed of the
individual concerned. This is our practice l;I.t ho~e; this has been and
will remain our policy abroad.

Already there is a large and growing number of family planning clinics
established throughout the world, particularly under private auspicies.
In most countries there are national associations and programs to promote
interest in the population crisis and its relation to national goals
through information, education, motivation and persuasion. All programs
face the formidable task of influencing millions of family decisions and
of making it e~sy for individual families to implement decisions to have
fewer children.

This cannot be done vi thout bringing knowledge and assistance in applying
modern methods of family planning to vast rural populations. For this
there is required a network of health and social services which'does not
exist in most countries. It requires administrators, communications
specialists, doctors and paramedical personnel, vehicles, dispensaries,
medical implements and communications equipment as well as pills, in
trauterine and other devices.
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It is upparent, however, that these needs are not likely to be me t unless
governments accord family planning programs a position of high priority.

Unfortunately, progress to date has been slow. Maay governments la~k a
full appreciation of the enormous impact of fast-growing populations on
the life of their people, on their food supply, and on their entire de
velopment effor+. As a result, many countries have not yet faced up
to the ne~d to deal with the problem, or have not pushed forward vigor
ously enough with well-planned programs.

Without outside encouragement and assistance, it seems likely that some
countries will be unable to make real progress. 'lhrough its foreign
aid program the United States GoverD:ilent is prepared to use every appro
priate means to assist developing nations to deal with rapid population
growth. This help will be extended only to those countries which ask
for it, and only for family planning programs in which participation is
voluntary.

AID assistance to family planning programs will, together with assistance
to food production programs, share the highest functional priority in
AID planning and operations. Within the limits of its dollar and local
currency fund availabilities, and its requirements of careful planning
and sound administration, AID will do its best to assure that lack of
funds will not prevent it from helping governments carry out effective
programs in the field of family planning. 'lhis assurance will naturally
depend on the governments allocating enough of their own financial re
sources and efforts to make external assistance effective.

The existence of a population program is under no circumstances to be
considered a condition of U.S. aid in other areas of economic and social
development.

2. '!be Scope of Family Planning Programs

Family planning programs seek to influence human behavior. Motivation
is therefore an important part of aay approach to the population problem.
'!bis requires understanding of cultural, social, psychological and eco
nomic forces. Effective methods of contraception must be made available
and acceptable within the behavior patterns of people. As yet, no ideal
method of contraception has been devised which is applicable for persons
in all socio-econaDic situations; better contraceptives are being de
veloped but programs· should not be delayed until these are available.

To aacomplish behavioral changes and provide contraceptive methods, a
substantial, effective and well-organized family planning program is
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necessary. This is often a major stumbling block, for Large numbers of
trained people and efficient administrative procedures are required.
These are limited in developing countries as are the institutional sys
tems out of which any new organization is derived.

3. A. I ..D.' s Role in Support of Famil.y Planning Programs Abroad

Foreign aid assistance in family planning will observe regular A.I.D.
procedures, but with an added requirement of urgent and imaginative
action. In keeping with A.I.D. policy, assistance will be given to
local government programs only upon request of the government and to
local nongovernment programs only with the knowledge of the government.

Within A.I.D., responsibility for evaluation of the population problem
in A.I.D. receiving countries, and for delineating A.I.D. assistance,
rests primarily with US A.I.D. Missions. Each Mission has a person
assigned full or part time to follow developments in the field and to
work with other Mission personnel in formulating programs. Where ad
ditional assistance or more specialized background is required, A.I.D.
Washington will supply consultants from the Regional Bureaus, the
Population Service of the Office of the War on Hunger, and from outside
sources. In countries with large populations and foreign aid needs,
Missions are expected to assign full-time persons to poPulation matters.
'lbese may be either managerial or technical personnel, depending on the
specific situation in each country.

While host country and Mission proposals will be submitted throu~ the
usual official channels and be subjected to the normal, critical re
view, they will be accorded priority consideration at all stages within
A.I.D. control.

Country teams in non-A.I.D. developing countries may offer US assistance
through regional programs where appropriate or in obtaining advice and
help in family planning from private and multilateral organizations.

A. 1. D. is prepared to use all its mechanisms of support including grants,
loans, advisory assistance, participant training, Cooley and dollar
loans, investment guaranties, and investment surveys. In addition to
bilateral efforts, A.I. D. will encourage, promote and support the ac
tivities of national and international organizations.

A. I.D. may provide financial support to multilateral organizations for
family planning efforts that can best be~ in this way by contribut
ing directly to spec1:f'ic projects, or by financial support to st:1JDu
late greater effort overall in population activities by particular or
ganizations.

A.I.D. may contract with private organizations to carry out specific
projects. It may also provide financial support for organizations as
sistine the LDCs in family plarming without requiring that the organiza
tion attribute the spec1:f'ic projects to A. I. D. A. I. D. should, in
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pn:V10.lng such support, otipulo.te countries or kinds of activities on
,.,hlch A.!. D. funds may not be spent.

L~. A. 1. D. Action Approach

!Assessment of the population problem in a host country is a Mission's
~ "-"
first step. It'must determine the government's and the people's at-
titllde and receptiveness towards family planning. In those countries
,.,ith minimal awareness or no policy, US A.I.D. Missions are expected
to encourage and promote economic and sociologic studies and other
meGsures which would bring this problem into focus. Sponsorship of
conferences, seminars and participant visits is appropriate.

In countries without family planning proBrams or .71th programs inade
quate to their needs, US ~.I.D. Missions should assist and encourage
local authorities to take steps that will assure that adequate re
sources and personnet are available.

For those nation~ with action programs, US A.I.D. will offer both short
and long range support. If certain specialized competence or services
are needed, A.!. D. can provide these. Contraceptives and other neces
sary commodities required as an integral element of technical assistance
projects must be planned to achieve clear objectives expressed in
Quantitative and qualitative t~rms and be supported by agreed host
country US A.I.D. work plans. Commodity components necessary for
training, pilot or demonstration purposes are not subject to any arbi
trary or absolute limit as to size.

Contraceptives and other necessary commodities are eligible for financing
under program assistance loans. They may also be financed under develop
ment loan projects subject to the usual requirements of project defini
tion, scheduling and monitoring.

It will be more difficult, however, to identify program weaknesses which
require long range support. These will usually require institutional
development in several areas such as public administration, public health
services, education, evaluation, research and logistics capability.

'nlere is no simple answer to solving the population problem. No one
method of contraception or organizational pattern is assured of accept
ance and success. While time.is a critical factor, there will not be
quick successes. As in all of our efforts to help the developing coun
tries achieve economic and social progress, our resources for coping
with the population problem are limited. However, we have no alterna
tive to extensive and dedicated effort.

It-~I/ tJ ~1
William S. Gaud'~ NOV 3
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ACTION MEMORANDUM FOR THE ADM~NISTRATOR

"':,..; '.1. rl'I!. '11~!.·f tTHRU: DEPUTY ADMINISTRATOR
ES. flU' .:.I,~ •• p'.,,~

FROM: AA/PHA, Fred O. Pink'Wf~t' ., - .,- •••
AA/PPC, Alexander Sh~k ~ J

Problem: The final version of the
paper is or your approva •

Discussion: The attached paper i$ a very slightly revised
version of the draft you informally approved several days ago.
This text incorporates a few minor changes and editorial
suggestions received from Assistant Administrators during
the final clearance.process. The paper and .its recommendations
now have the endorsement of the AA's for the Regional Bureaus,
TAB, LEG and GC as well as our own Bureaus. We believe it
re resents a com rehensive statement of Agency policy on
popu at1on-re ate ass1stance w 1C eserves your orma
endorsement.

With your approval we will present the paper to Ambassador Green
and his Interagency Task Force for use in responding to NSDM 314.
We will then distribute the document widely in Washington and
in the field as important policy guidance for use in program •
development. Budget reviews later this year will further
emphasize these directions.

We are currently developing, at Ambassador Green's request,
crude five-year budget projections by goal area to illustrate
the broad components of the total program level of ± $200 million
annually. These numbers will be consistent with the emphases
noted in the recommendations found on pPC[1-47 of the full te~
We will run these heavily caveated numbers by you before providins
them to Ambassador Green.

Recommendation: That you approve the attached text as an
expression of Agency policy directions in the population area.

~.17
Approved:__-=<l.J)(:..;'.:.£) _

Pisapproved: ~-------

Date: f \!:2iP

\.JM/PPC:AShaJcow:cg:X2l594

.' Cl~earance: DAAlPHA. Afuman-#-- 2384.2
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levels of Title X assistance and sharply increased atteption to

the potential impact on fertility of other development programs

or policies.

'Fertility control remains a sensi1ziivesubjectithree

caveatsontt:1is paper are in order. First, it must be seen in

liqht of,AlO's assistance objectives as delineated in our legis

lation., wnlch are in turn grounded in the mutual interests' of

LOC'S and the U. S. Most LDC's take their fundamental develop

ment objective to be improving individual levels. of well-being

~~t~i9u.la,rly.amon9,therural peor -- by encouraging broader

par:t:iC1.i»o,tlQ!\,in development, helping increase.~uppliesof key

Rapid population growth in developing countries· continues

to exacerbate the already difficult'task .of improving the welf~r.e

of millions livinqat:or near subsistence~ While birth rates in

411 developing countries have begun to fall, death rates have also

declined, and resulting a~nual rate$ of natural increase of

around two ,percent threaten to double the population every thirty

five years or so~ The basic question of this analysis is how

to achieve the~ greatest additional voluntary reduction in fertility

at a given program cost in those LOC'$wishinq to slow population

growth. We recommend a "package" approach involving increased
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goods and services, supporting ,their equitable distribution,

and limiting the numbers who must share (through family planning).

This particular paper, however, addresses one aspect of AID's

programs -- their- impact on fertility. The Agency considers

volurttari fertility reduction as only one means, albeit an

important one, for achieving improvements in individual well-

being. This view is compatible with the view of many LDCrs as

expressed at the World Population Conference, the International

Women's Year Conference, and other public fora -~ and with the

implicit priorities ,reflected in development policies and programs

of some LDCts whose public pronouncements on fertility have been

limited. The paper concludes that AID-assisted family planning

services and development programs can all affect fertility.

This'does not suggest', however, that AID programs with little

or no fertility effect should be downgraded, for such programs

may be justified on independent ~rounds.

Seco'rid, the paper does not seek to prescribe any particular

approach to reducing fertility for any particular country. AID

provides population assistance" only when requested, firmly

believes that ultimate responsibility should rest with the LDC

concerned, and implements any assistance in a collaborative

style.

Third, the paper does not address whether the u.s. practices

what it preaches in terms of p6pulation policy. The U.S. lacks

~,._?:0_._,_..: -..

t1,~'_'_-'-'~~-'_

'-'
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(1) the minimum desired number of children that

Population growth rates reflect the sizes of indivicual

families. Couples need not affirmatively decide to have a

*****

parents would want even if the best possible

family planning services were available;

"The number of children parents actually have includes:

(puhlic or pl-iv;\tc) discussed here, and t.h('<lVCn"hlC Llmily Si;:l~

planning to postpone pregnancy eithe~ temporarily or indefinitely.

Consciously or unconsciously they weigh the pros and cons, ns

implied by current tl.S. fertility rates is"slightly less th<tn two

child, but they must affirmatively decide "to Practice family

children.

(2) any additional "insurance" births they may

. want to insure survival of the desired minimum:



available evidence shows that providing good services has

helped siginficantly to reduce birth rates, particularly in Asia. ~

The exact role of AID is difficult to pinpoint, of course. But

where AID has supplied a large part of the wherewithal needed to

•

4

any extra births they don't really consciously
1/

seek.-

No one pretends, of course, that sharp lines divide these
three categories of births. But they do reflect reality
and they.also help to clarify analysis.

y

develop and extend family planning services and information or

primarily to improve and extend service3and infprmation. While

it is difficult to quantify their demographic impact precisely,

Thus most population assistance and domestically financed

Providing better family planning services and information

parent~ seek; as services change family size now, they help

modify future social expectations on appropriate family size.

better family planning services and information. Over the past

decade AID has devoted some $750 million to population assistance,

population programs have concentrated on developing and extending

is perhaps the most obvious way to tip parental decisions in

favor of family planning. Better services and information can

avert extra births that couples do not affirmatively seek.

They can also help reduce insurance births as wider spacing

of pregnancies works to improve the health of existing children.

And they can indirectly influence the minimum number of children

(3)

Sup Dla, HB 2
(TM 2:14)
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supportive mcasun'lg, it can cl.lim considcrabh" crCliit for

subsequent drops in birth rates. (AID proqrams have also

worked .to stimulate the gathering of more accurate demographic

data, inform leaders and policy m~kers on the urgency of

Since services are as ye·t available to only about 15%

of most LDC populations, further extension of better services

should bring substantial further birth rates reduction.

But family plannipg services and information alone may

not suffice to bring birth rates down to current LDC target

levels, much less to stable-population levels. That would

..., require an average family of only· slightly. more than two

children. As emphasized at the World Population Conference

and elsewhere lately, for socio-economic reasons ma.ny parents

may feel they want three, four, or more children at a minimum .

even when safe, effective, acceptable, and affordable family

planning services are made available. A small-scale farmer in

India may want several children, particularly· sons, to provide

reliable labor at planting or harvest, to support him during.

old agei andtodispos~ of his body according to his religious

rituals. The illiterate wife of a Latin campesino may be content

tbkeepbearing and rearing children; it was what she was always

expected to do.. And so on. AID believes de;velopment policies



rates.

families include:

.,:··.1·····.".·...·••.·.·•.•.,6

cost of family planning services ..
Increased education especially for women.
Increased i'emale employment in non-menial occupations

that compete with continual childbearing, bearing in.

~ind the need to ~ssure that children, par~icularly

Policy statements favoring small families and opinion

leaders' support for family planning.

Laws and regulations raising the minimum age of

marriage and easing access to and lowering the

Development policies and programs that can encourage smaller

policies and improved family planning services and information

may be the most effective way to accelerate declines in birth

and programs can be tailored to change the socio-economic milieu

to encourage smaller families, thus effectiveil.y complementing

better family, planning services and information. Indeed such

a package approach involving both development programs and

Sup 01 a;~ HB 2
(TM 2:14)

among the poor, can be eared for.

Increased economic incentives for smallel:" families,

whether for individuals or whole communities.

Rural development promising higher incomes and more

egalitarian ~istribution.

Improved rural organization like multi-purpose cooperatives

and other such vill.georganiz~tions that can be used

for a variety of related purposes like incre.sing

income earning opportunities, improving heal t,h, or

encouraging family planning. •
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The importance of improving the status of women and ~nc~eas~ng

their opportunities deserves special mention.

Focusing on improving the \'lell-being of the rural rl~l'l

will help generally to lower fertility, while lowering fertility

may in turn help improve living conditions particularly in poor,

crowded, rural areas. Thus reducing fertility may itself call

for about the same "package" of development policies and programs

that seem most ~romising as means of generally improving welfare,

though some qualifications on that statement must be made.

The following are our basic reconunendations for both

Title X population a~sistance and other AID and PL-480 assistance

as it may affect fertili~y.~/

A. Title X Program Directions

Since the primary purpose of Title X population assistance

is to encourage voluntary reduction in fertility, decisions on

allocation of these Title X funds should be based on the

cost effectiveness of alternative approaches to reducing

fertility, including (a) more and better family planning

services: (b) more and better family planning information;

(c) exploration of the links between fertility and the

development process; (d) provision of population-related corr-

ponents in broader education, health, nutritic~, rural develcp-

rnent or other programs; and (e) other appropriate measures designed

primarily to limit fertility. At present we believe somewhat

higher Title X funding levels, perhaps around $200 ~illion,

As indicated b~low, \·;e do propose us ing non-Title X
funds to affect fertility, inter alia, as appropriate
given considerations of cost, acceptability, and other
("'1]--.;,1"",... .... .: ~~,""'~



the following program directions within the six functional

categories of Title X population assistancp.

c'.".·'.:.·.··.,
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e) incentives/disincentives to encourage
smaller families;

g) laws and policy statements supporting
.family planning;

f) income growth, distribution, and rural
development (focusing specifically on
food) ;

b) female employment;

a) female education of various types and
levels;

d) nutritiooal status of women and children;

c) health (especially of child:-en)i

Moderately expand efforts to develop more
complete and detailed demographic data at
least on parts of populations to permit
more accurate estimates of the demographic
impact of various programs.

Population Poli~y

Moderately expand LDC-ba~ed research on
the linkages between jertility and various as
pects of development, particularly inclulling:

Demographic Data

Place less emphasis on financing broad-based
but relatively tindetailed censuses in the
future.

Category 2:

Sup 01a, ,H8 2
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better case for precise levels. With that in mind, we suggest

Category 1:

data and refine statistical methodology in order to make a

LDC interest and absorbing capacity, though we need to improve

could be justified over the next several years depending on
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t-Ioderately expand "pbpulation impact" annl ysis
.'md othE"r m('asurC'$ t.o encourage brou~l('r\1nder

stundinq of til,' c1C'v('lopmcnt implicnt ir'l\s ~,r

population growtl) and . thE' potenti:ll for bl"inqinq
development programs to bear on fertility.

Moderately expand pilot projects and experiments
in areas a) - f) above, providing technical
assistance or financial support. (Title X
or other AID funding for expansion of pilot
programs in these areas would depend on such
things as estimated cost-effectiveness, the extent
to which lack of funding constrains progra~/

expansion, and competing demands on funds._

Research

a) sio-medical Research '1:/

Moderately expand projects to field-test
promising new family planning methods.

-"--

b)

Moderately expand research to "develop new
methods (particularly once-monthly methods
and better and more reversible methods of
male and female sterilization) and research
on side effects of available methods,
particularly pills.

Moderately expand research on the relationship
between nutrit~bnal status and fertility.

Operations Research

Sharply expand Lot-based research on the
comparative effectiveness of alternative
approaches to family planning services and
information, focusing particularly on basic,
low-cost, village-based distribution with
short start-up times.

Sharply expandLDC-based research on what
services, health aux:Uiaries, and laymen may
be able to provide.

SharpLy expand research on· whether or under
what conditions village-distribution schemes
using low-level health auxiliaries or lay
personnel can be established without much
clinic backup.

1/

2/

As noted elsewhere, of course, Title X funds would 'not be
used for programs whose primary object i ve is not re<.lucillC)
fertility, except for the parts of such programs that mighL
directly affect fertility. '
Subject to leqislattvl" restrictions. f'!.q. "f"llm~ amC'ndmr:ont..



We expect the major focus of Title X population assistance
to continue to be on extending better family planning services;
within tha·t focus, we shall give priority to providing more low
cost services for the poor, particularly in rural areas where
the vast. majority still lack any but traditional services. We
shall:

Sup Dla. HB 2
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Moderately expand research on prospects for
LDC production of contraceptives and other
family planning supplies.. .

Family Planning Services

Encourage provision of a variety of family
planning methods, particularly pills,
condoms, and sterilization.

Sharply increase efforts to help establish
and expand village-based distribution of
family planning services in rural areas
particularly through low cost systems relying
on health auxiliaries and laymen and promising
short start-up time.

Encourage integration of health, nutrit::bn, and
planning services wherever sensibl~~ .aking
care to encourage movement on either the
health or family planning front where
simultaneous movement may be very difficult.

Seize opportunities to "piggyback" family
planning services on existing delivery systems,
particularly clinics, where they are available
(e.g. some Latin countries).

Encourage allocation of health funds to the
establishment o·f low-cost delivery systems
reaching into rural areas that could add in
family planning where that approach seems
most promising (e.g. some African countries).

Encourage provision of appropriate contraceptives
through private channels (e.g. midwives) or
commercial outlets like pharmacies or small
shops.

Work with intermediaries, public-funded programs,
or both depending on potential effectiveness.
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In terms of country priorit,).es, \o,'e take our primary
objective tobeget.ting family planning services started in
developing countries. We will, of course, give careful
attention to encouraging those countries to assume total respon
sibility for their own programs, including their major contra
ceptive requirements.

\J..

Category 5:

Category 6:

Information, Education, and Communication

Wheie broad-based famiJ,y planning awareness
campaigns have not been undertaken, we would
encourage those; but since many countries

.have undertaken such campaigns, we expect
relatively less emphasis in this area.

Where basic awareness exists, fine-tune
existing IEC efforts so they are:

a) country and culture specific;

b) informative on each specific method of
family planning;

c) related to personal needs and aspirations;

d) focused considerably on the interface
between village family planning worker
and villag~ client; .

e) reliant on relatively inexpensive media
with broad out-reach that require little
reading (e.g~ radio);

Sharply expand ope.rational field testing and
collabor~tion with other agencies, such as
UNESCO and UNDP to better determine which
combinations of the many modern and traditional
media. are more efficient, effective, and
suited to the special and evolving needs of
differing countries and family planning programs.

Manpower and Institutional Development

Sharply expand efforts to help train health
auxiliaries or l.aymen for village-based
distribution. '

,In countries having enough basic family
planning workers at present, focus on ~illins

specific in~titutional,and personnel needs.

Moderately expand e'fforts to strengthen
planning and management capacity at all
program levels.



proqrRm are.1B .1ntl fertility, p,trticulal"1y r0c\l~;inq on th,'

12Sup D1 a I)HB 2
(TM 2:14
B. OTHER AID PROGRAMS ANDPL 480: 'PROGRAM DIRECTIONS
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of individual pr'ojpcts thilt will act in coor,lination t,0 irropn'vc •

", • I Y "I" I".

in each area additional LDC-based research is needed.

Specific suggestions follow. We emphasize, however, that,

fertility.

implementing, and evaluating programs designed to affect

elucidate anct take aclvantaqe of the'. linkaqes b('t\~'E'f"nth('~<,

Other AID programs -- in lood and nutrition (andbl-oader

Food, Nutrition, and Rural Development

--- Give increased attention to projects that will h~lp

fertility indirectly but significantly as discussed above.

funding decisions will of course depend on a1l benefits

and costs.. It shou~d be stated specifically, however ,that

non-Title X population fun~s can be used to explore links

between fertility and development and assist in planning,

rural development), in ~ducation, and in health -- c,an .1ffl'(~t"

fertility reduction, though that may bean important

primary objectives of AlDis other programs do not include

secondary result. It is expected' that due \o:eicaht will be

Except for low-cost health systems designed to provide an

integrated package of health, nutrition, and population

services to larger proportions of tDC populations, the

well-being, lower fertility, etc.J

given to any secondary impact on fertility when the benefits

. and costs of possible programs are considered, though final
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Give increased attention to those programs helping

reduce unequal distribution of income and other goods and

services.

For rural development as a whole, give increased

attention toa "package" of policies designed both to foster

production and slow fertility growth as consistent with LDC

objectives and preferences and with manaqerial capacity.

Give increased attention to projects which

encourage community-based organizations and local managerial

capability.

Give increased attention to potential fertility effects

of any proposed redistribution of the land.

Give increased attention to the use of community or

'-' personal incentives (relevant for either AID or PL 480; major

additional attention should be devoted to this area).

Give increased attention to ways of fostering rural

development that discourage traditional forms of child and

female labor.

Give increased attention to ways to encourage

profitable employment for women in non-traditional, non-menial

occupations.
___ Give increased attention to the problems of planning

1 . r "package,"administering, and evaluating mu t1-purpose 0

programs that may affect fertility inter alia.

Particularly on Nutrition:

Encourage integration with health and family

planning services where appropriate.

Encourage programs with direct impact on lower

fe'rtility, such as promotion of breastfeeding.



Health

.t",!"•

14

all' progra~s that may substantially affect health and fertility.

---Give major attention to maternal and child health.

Country Priorities

Obviously the same type of program' will not do for all

at the planning level, to assure efficient coordination of

countries; thus, our general policy and program strategy must

be adjusted considerably for a given country, and an approach

Encourage development of integrated health, nutrition,

developed that makes sense in that country. TheoveralJ. f.t'are

the planning level) for the majority. Also encourage integration

and family planning services where appropriate (either in"one

organization system particularly at the village level or' at

education programs of all types -- in schools, through rural

extension work, through clubs, etc.

Encourage incorporation of messages on the benefits

and methods of family planning' into formal and non-formal

for girls as well as boys.

and costs of such programs.

Give major attention to expanding basic education

Give increased attention to raising the number of

female,beneficiaries in all programs (especially where males

outnumber females significantly), bearing in mind other benefits

Education

Sup Dla,,~ 2
{TM 2':14} ,
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,of all AID programs actually op-:orating will depend on what

countries we actually assist. Country allocation decisions

naturally reflect both u.s. economic and political interests

and prospects for meeting program objectives in this case,
1/ '

reducing world fertility.- Here we propose to give only

.., rough guidelines as to the countries in which AID may concentrate

its population-related assistance. Special concern exists for

thirteen countries excluding China who contribute most to world'

population growth: Bangladesh, Brazil, Colbrnbia, Ethiopia,

Egypt, India, Indonesia,Mexico, Nigeria, Pakistan, Philippines,

Thailand and Turkey. But AID does not operate major bilateral

popuiation programs in about half of those countries at present;

nor can we mount massive programs through intermediaries of

the scope, design,· and vigor we would want. Thus the Agency is

also determined to pursue opportunities in a limited number

of other countries interested in reducing fertility where

prospects seem bright or where unusually good opportunities

exist for development prototypes of programs that may also

.. ..., prove helpful in other countries. We are continuing our analysis

ot program prospects, requirements, problems, etc. in order to

refine our list of country recipients, assuring adequate program

focus,~nd expect to nake considerable further progress in this

area in the next sC'v€'ralmonths.

1/ It bears emphasizing that reducing fertility is only one of
AID's objectives under the mandate -- and that :it is viewed
as a means of ,facilitating per capita improvements in welfare.
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~. The 11' ;t975 guidelines and the FY 1974 Congressional
Presentation indicate that AID, while continuing to concentrate on
deve~oping and distributing the most effective and attractive
family planning services and information, wil~also give greater
attention to research and pHot programs designed to (1) explain
what affects parenta~ interest in family ~nning, and (2) where
appropriate, foster that interest. This new attention ~ref~ects
~owin.g concern in both developed and developing countries that even
when UIlWantecfpregnancies are la.rge~y e~1m1nated,resldual "desired
family size" may-still be too large to permit reaching ~ow birth rate
targets. Such concern has been' expresseq at last fall's ECAFE meet
ing on population, at the UN preparEitory mee~llgs for the World
Population qonference, and on the part of sever,al governments ~n

Asia. AID's increasing interest has recently been expressed in a
Paper on the Agency's apm--DaCR to. the population· pr()blem, prepared·
at OMS's request. . .

At last summer's Asian Population- Officers meeting, several
mission population and program officers madev1go~us representations
on the need for such expanded research and pilot programs, noting
host government interest, and urged AtD/W. to pay increasedattenticln
to "beyond faJl11ly planning." .

Following· the Asian Popul.ation bfficers rq.eeting, Mr. MacDonald,
AA/AS'].A, has urged Mission Directors in' the regLon to push ahead in·
·this aspect of the. prob~em,·suggesting a wide exchange Of' information,... ,....
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2. There is, of course, considerable uncertainty on what "desired
family size" is in various situations. It appears from experience that
where better family planning services and information are provided,
more parents opt for smaller families, so that "desired family size II

itself faJJ.s when family plannine; services improve. Thus one reason
for apparently high "desired family size II maybe the stiD. inadequate
supp1;y of the most effective an:dattractive family planning services
and information.

....... T.D 4::!J-
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3. There is also growing eV1dence today that more ·than the supply
of family planning services or the aVailab1l1ty of falll.1ly planning
information influences desired family size. Education, lower child
mortal1ty, government and elite support of ithe small family norm,
improved status of women, deyelopmentstrategies that skew the benefits .
of growth toward the poor, and specl:t'ic incentives aimed at family size
can all affect it too. Thus ''desired family size" -- hence interest
in family planning -- al30depends On considerations ''beyond fam1ly
planningll which affect the attractiveness"b parents of different numbers
of children.

4. Individual couples may bave their own reasons -'- given their
econClld.c, i3OCia1 and. health cOIld1tions -- for wanting large families.
A peasant farJiler with no usocialsecurity" may need sons to Care for
him in his. old age j his illiterate wl:t'e may have rio cpportunity to
achieve standing except by bearing children, and so on. European and
As1anexperiencesuggests that.When such consideratianschange to
favor ama.Uer fam1l1es, faiJd,lY. planning may proceed that much faster ..

5. Thus'there is reason to initiate more research and pUot pro
gr~ ()n tt1e question of what. encouragesintei'est. ;l,n baving fewer
cbUdren, especially since there may be considerable lead-time before
thSresUl.tso1' scme of these in1t1aJ.ef'fortsare tran&1ated into
actionable proposa,1JJ. On 't;be otl:ler J;le,nd J !3everal governments have
already taken economic and social policy measures to encquragefamil.y
pJ.ann1ngand strengthen the demand for services prOVided by-their
fam.1ly pJ.ann1ng deUvery serVices.

and ideas as an important first step. Since a substantial amount of
the theorizing, research, and policy and project proposals has been'
developed by economists· (based partly on work done on U.8. fertility
and household decision-making,. under the aegis of Prof. T. Schultz and
of the National Bureau of Economic Research), PPC/PDA has been closely
follO\fing this particular aspect of the population problem for some
time. To help promote the suggested exchange of ideas, and assuming
that Misf!ions in other regions share the concerns of their colleagues
in Asia, we are responding to Mr. MacDonald's request in airgram form.
This first meS3age outlines briefly the latest work thai; has come to
our attention on what influences desired family size. We will issue
more detailed airgrams later on specific influences.
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6. As an initial follow-on to ATIJ's decision to give increasing
attention to the ''beyond family planning" area, 'We plan a series of
airgrams on subjects identified below to cover significant developments
including ne'W ideas, research, experimentation and policy innovations
in motivation. To strengthen and expand host government and AID
experience in this area,'we invite the field (a) to circulate similar
informative material; and (b) to pass these materials OIl to appropriate
family planning finance, and other officials, and encourage governments
to examine these initiatives for possible application locally, and
(c) to report field reactions or ideas to AID/W.

Attached is a brief, non~xhaustive outline of some issues, studies,
and pilot programs 'Which have come to our attention. The outline 'Will
serve as an indication of the kinds of policy and program areas that have
been introduced or discussed. We 'Will report in more detail on some of
these in separate airgrams.

Attachment

RX RUSH
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A':r.CACHMENT

I. DEVELOareNT'1STRATE:GIES AND POLICY PACKAGES TO ENCOURAGE FAMILY PLANNING
A. Development Strategies Resulting in More Even Distribution of the Gains of

GNP Growth May Encourage Lower Fertility.

1. See e.g. Rich, William, "Smaller Families Through Social and Economic
Progress," Overseas Developnent Council, 1973. Paper suggests there may be some
Ilthreshold" of general developnent required in many circumstances before family
planning really takes hold; and it suggests that this threshold for demographic
transition in LDCs may be 10lle~ thl1n it 'Was historically in the mOre developed coun
tries if these LDCs distr1butega,ins of growth more evenly. (Airgram forthcoming)

2. See also Kocher, J'8.1lles E., "Rural Development, Income Distribution, and
Fertility Decline," Population Council, 1973. Paper suggests that the greater extent
to 'Which the rural population participates in d,~velopnent and shares the benefits
of growth, the earlier and more rapid 'Will be the decline in overall population
growth rates. In the absence of 'Widespread rural development, sustained overall
fertility declines in rural areas cannot be expected. One primary mechanism for
stimulating development is increasing effective demand in labor-intensive sectors
through more equal distribution of income. (Airgram forthcoming)

B. The Singapore GOvernment 's Ne'W Policies to Encourage Smaller ,Families

Singapore's extensive family planning services have contributed to a sharp
, reductiOn in birth rates; recently, however, interest in fam11y planning seems to be
falling off. The governmenthElS therefore announced a package of pOlicies 'Which, in
conjunction 'With continued prov:1.sion of family planning services, is meant to encourage
two or, at the most, three -child families. Thene'W policies include:

l)L1Jn1ting income tax l'elief to only the first three children.
2) Limiting paid leave for only the first two confinements.
3) InCreasing chil,dbirth costs ('With gradation based on abllity to. pay).

Government still subsidizes first two births, and all births Of lowest
income parents.

,4) Giving preference in allocation of pUblic housing (over a third of all
housing) to small t,am1Ues.- ,

5) Introducing sexedu~tion as a compulsory sUbject in pr;tmary and secondary
school. ' (Airgram on Singapore's ne'W policies forthcoming.) ,

n. ECONOMIC INCENTIVES TO ENCOURAGE FAMILY PLANNING
A. There are many possibilities for such incentives: they maY be provided

1Jmnediately or in the short tem (a "sp«c1ng l1 incentive) or in the long t€;rm as l1aocial
~curityl'mea.sures (I1re tirment 'pay" or children's educati~ bond); +1~y may be designed
for the :tam1ly planning acceptors, "finders fl

, progralll a.dministrators, or even the
acceptors' cOJllDlunities. For a general discussion of incentive 'possibilities, see, e.g.:

L Pohllnan, Edward,''What,!'l8Y be .o:f'fe~1i QQ Incentives", I'tQ.entives and
Campensations in Birth Planning, North carolina Popula.tioncenter Monograph #1l, 1971 .

.......... 1.."1
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m. IBGAL CHANGES TO ENCOURAGE FAMILY PLADING

Bee e.g. Luke Lee, ."Law and Fam1Jq PJarm'ng," Studies in F!J!11lY PJ.a,nn1ng,
Vol. 2, No.4, April 1971, describing specific legislative changes 'that Can prQllote
interest in fam:Uy pla.nn1ng. Among these are measures to delay marriage and 1mprove
the status of wanen.

See e.g., O.D. Finnegan and T.H .Bun, "Planning, Star'ting, and Operating an
Education Incentives Project" (Studies in Family Plan~ng, January 191'2) under
which interest-bearing bank deposits earmarked for children IS higher education
are provided for parents in l'a1wan who have three or fewer' chUdren. (Airgraxn
forthcoming. )

D. Employer~~rated Proe;rama, providing f81ll11y pl~ng incentives' as "eU
as lervices.

1. See e.g.} R. Ridker, "S.~ Account for Family Planning, an Illustra
tion frcm the Tea Estates of India" Stu.dies inF~ Plannina, Vol. 2,1971, de
scribing a program under which Indian tea estates establish a blocked savings
account for wcmen employees to use during their retirement, which is larger fOr
WQllen with smaller fam1l1es. (Airgram torthcoming.)

B. Social Security PrOgrams

Bee e.g., R. Ridker and R. Mus ca't, "Incentives for Family Welfare and FertU1ty
Reduction: An IDustration for Malays1a" (Studies in Family Planning, VoL 4, No.1, til'
January 1973) which describes a possible incentive in the form of a social security "
account to attract "canen to MeR and family planning facllities; the account, which
could be drawn down only during the wcman IS "re:tirement," would be made larger for
wcmen wi'th smaller faxnUies. (Airgram forthcaning.)

C. Education Incentives

2. A number of industrial concerns in India, such as Tata and far s~er
1'11"ll1a, provide fam1lypl~ services along with incentives to encourage tamily
size JJ.m1tation .

2) Sprehe, l'1mothy , "Incentives in Family Planning: l'1lne for a New Look"
Mimeo, USAID Off'ice of Population1 Washington1 D.C. 20523.

3) Kangas, Lenni, "Integrated Incentives Fertility :Control, n Science,
Vol. 169, September 1970.

4) "Economic Incentives: A Strategy for Family Planning Programs" GE/TEMPO,
10/72.

AI"RGRAM
CONTINUATION

A.' Bee e.g., Singapore goVernment IS new housing policy described above, which
gives preference in allocation ot public housing (a substantial fraction of total

C""....·"...TIOIl



housing) to small families. (Other studies indicate that the scarc1ty of housing in
the tESR has encouraged family size limitation).
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V. MATERNAL CR CHILD NUTRmON AND HEALTH MEASURES TO ENCOURAGE FAMILY PLANNING;
INFLUENCE OF CHILD MCRTALITY ON FERTn.m

Since high child mortality rates may encourage extra births to insure survival
of some minimum number of children, especially sons, measures in health or nutrition
or related areas may lead parents to rest content with fewer ch:IJ.dren and so foster
interest in family planning.

VI. WCMlSN IS SUM AND ECONOMIC EARNmG CAPACITY m COMEETITION WI'J.'H FERTILITY

A. Education

Though many studies tend to confirm a tendency for more educ3ted parents
(especially women) to have fewer children, there is counter-evidenee too; the whole
issue will be summarized in a forthcoming airgrBJll.

ll. Egypt is studying the extent to which women IS employment encourages family
planning, and is experimenting with employment programs involving sewing as a
means of increasing the "opportunity cost" of haVing children in Egyptian circum
stances.

Copies of the referenced materials will be d1stribu~dwith the follow-on airgrams.
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FROM - A:I:Djw
E.O. 11652: N/A
SUBJECT _ Planning and Evaluation of Integrated Health'Delivery

Programs: A 'Systems Approach
REFeRENCE - (a) State 145605 dated 7/24/73

(b) State 140073 dated 7/17/73
FOR MISSION DIRECTORS

As in the functional sectors of food production and nutrition, and
education' and human resources, the thrust of the Foreign Assistance Act of
1974 in the health and population sector is to direct AID I S efforts t:t the
less advantaged elements of LDC societies. This focus on the welfare of
the many rather than the few leads in the health and population sector to
programs designed to improve health and nutrition, particularly of low
income groups which have. been traditionally beyond access to minimal health
services, and to promote increased family planning practices to help slow
population growth.

A number of alternative ways of improving health and nutrition exist 
and many have been tried. For example, ACcess to potable water can have a
major impact on the health status of rural populations; agricultural programs
designed to increase the qualityand quantity at food grown can significantly
improve the health and nutrition of the rural population; and health edu
cation ,may be delivered through the formal education system. The 'integrated
delivery systems concept is thus not the only wayt() achieve health and
nutrition objectives, but because of the potential for making the resources
available to the health. sector ~o further with broader impact by combining
the delivery of three services (health/family planning/nutrition) through
one network, AID is most intrigued by the possibilities for developing

Drej'ting:~/~~~J.A/~~/H ~taft IIL1 ""'PA-"'Gl~~-.P.;r.;6~'7S
'M./H~r,- ,.. OF

.....RRXiiX'Q~~$A' t .1. earances:
AA!'M.:CFarrar dr~t
TA/H:Ulow~d draft
AIO'AND OTH£R CLEA"AH'ES

TA/EHR:RSchmeding draft
AFR/DP:RHuesmann draft
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In addition to ongoing programs, we are according special priority to exploring
the potential advantages of low-cost systems for delivering to broad segmertts of LDC
populations an integrated package of health, family planning, and nutrition infor
mation and services in a number of countries where the host govemment is pursuing
priority goals in these fields. Despite the cost-saving potential and other ad
vantages inherc~t in the integrated approach, local circumstances may still make
single-purpose or non-integrated programs in these fields appropriate in some cases.
Much of the following guidance will be relevant for some' single-purpose programs.

We wish to work together with interested LOG gov.ernments (1) to test alternative
systems for delivering information and services which can make an impact on health
at costs low enough to permit large scale replication, and (2) to explore ways to
carry out such replication with responsible host country instituti~ns. In doing so,
AID inputs should fit in with country plans and be coordinated with the activities
of other, donors (e.g. WHO).

(Note: FOr the sake of brevity in this message, the term "health" iSH under
stood toenaompass nutrition and family planning as well as other aspects of health.

integrated systems in LOGs. This is not to suggest that all family planning and
nutrition programs should be integrated. There will clearly be a continuing need
for separate programs in these areas (such as food fortificatio~, commercial dis
tribution of contraceptives, etc.) which will remain outside of integrated delivery
systems.

UNCIASSIFIED

Five basic points should be considered when planning low-cost delivery activi
ties:

AID's health sector strategy (summarized in AIDTO Circular A 461 dated April 21,
1973 "Program Planning for FY 1975 and Beyond") is now being revised; when issued in
the near future, it will provide a formal statement of overall sector guidance. The
strategy includes an emphasis on bealth planning as well as on systems for low-cost
delivery of health services - two'interrela.ted ways to increase the effectiveness
with whicn a country's available resources are mobilized to deal with its health
problems. Effective planning is a prerequisite for effective action but may be
limited to making the existing system work better. This message discusses the ex
ploration of new ways to extend existing reso~~ces further.

1. The nature of health problems and thus the services required to deal with
them may vary greatly frOlll one geographical &rea ttl another. Making curative
medical services available for the people in a given area may not have much impact
tln their overall health status 'if their real problems have to do with frequent
pregnancies,faulty nutrition practices, an inadequate or polluted water supply or
specific eradicable diseases. Therefore, before trying to develop an effective and

. affordable delivery system the most prevalent health problema should be assessed so
as to determine what sort of services or information are required to affect them.

No.
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2. Integrated delivery projects~st be planned carefully so ,as to reach all or
most of their low-inc~ target groups and attain their objectives ata per capita
cost which will allow possible widespread replication on a n~tional scale within a
limited periOd (perhaps a decade) by a host government without a signific~t increase
in LDC bUdget requirements and without external donor assistance beyond the start-up
period.

3. A major focus of effort should be to motivate key target groups - e.g. mothers
- to specific behavior changes in health, nutrition and family planning. This may
include the education of mothers to recognize health danger signs in children and to
use the services availaQle.

The basic target pop~tion for maxllnUM impact will vary according to the spe
cific country situation and objectives, but will focus on low-income groups. For
family planning, the key target group will be women of reproductive age; for nutrition,
the key target group will be pre-school children and pregnant and lactating women;
for health, the key target group will include pre-school children and fertile-age
women, but may also, include ,others affected by prevalent vector-borne diseases or by
health practices the project seeks to change. In comparing program choices, be~efits

to people outside key target groups should also be taken into account.

4. Specifying precise objectives and choosing among program. alternatives designed
to meet one or more objectives is 11 crucial part of projects designed to deploy 11
mited resources as effectively as possible given manpower, financial, administrative
and other constraints.

5. Given these constraints and objectives,_ the large-scale linear expansion of
clinic-based systems even with relatively low per-capita cost will often,be simply
too expensive a burden for LDC governments to shoulder and may no~ in any event be
tile most et'fective way of encouraging the desired health be,bavior changes; it is
,therefore desirable to consider a range of alternative health delivery methods which
go well beyond the clinic 'to ~nclude not only auxiliary health lI!8Jlpower trained in
local visitation but also existing systems for the distribution of health servic'}s
and information such as midwives, indigenous practitioners, co~unity volunteers and
commercial distribution syst~ma.

, This message sUllllllartzes the elements of AID's strategy to ehcourage the planning
and design of more effective integrated health delivery programs and suggests certain
criteria to be used in developing projects iil this ar'ea..While ArD/W w,ill be using
the criteria in project review, our purpose is not to add requirements ~ut to provide
general guidance to assist in prOject formUlation and design, and to suggest questions
which should be asked at the initial stages of planning and consideration.

Attached is a paper olitliningfactorstq consider in planning and designing more
, effective ways to'deliver health, nutrition and family planning services. You may
wish to discuss this paper with interested host 'gover~nt authorities. You will

UN~ASSIFIED
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It is clearly not-expected that all Missions or host governments will wish to
experiment with low-cost health delivery, which may not accord with current host
government priorities. In several countries,especially in Latin America, health
sector assessments and/or pilot projects that may lead to cost-effective health
delivery programs are already underway and in such cases this message only confirms
existing guidance. Where activities in this area are not underway, we would appre
ciate Mission reaction to the considerations set forth in this message and their
relevance for country conditions. Missions should also assess the extent of host
government interest in exploring the possibilities of affordable health delivery
systems, sharing this message or any part of it at Mission discretion with appro
priate host government authorities.

Effective program action will require a close working partnership between
AID/W and Missions- the more so because we are feeling our way ina relatively
uncharted field. Agency-wide guidance must be refined in the light of field
experience. We need to find clues on what methods seem to work. Some Missions
may be aware of projects now planned or underway, financed by AID or other sources,
which appear promising for low-cost health delivery and which may hold lessons
which should be applied elsewhere. A brief statement of the basic facts in such
cases (it you believe AID/W may not be aware of them) ,will be a useful step in
helping AJJJ/W and Missions jointly to pursue development of improved health
projects.

Where appropriate, Missions should indicate to host government authorities
the U.S. interest in problems of the cost-effective delivery of basic health
services and our willingness to help interested LOe governments ~ improving
their approaches ,bY (1) providing information from time to time about progress
elsewhere on these matters; (2) providing'consUltants, to help LOes with assess
ments, planning assi,stanceor project design; and (3) assisting pilot and ex
perimental projects.

In view of Congress's mandate 'to the Agency tQ increase the proportion of
funding gQing into the major priority areas,AID/Wis encouraging the development
of health sector activities in relation to other elements of,Mission programs
outside of priority areas,and will provide, as appropriate, loan as well as
TA/grant funding through Regional Bureau bUdgets for the development of integrated
health delivery activities.

REQUESTED KrSSION ACTION

short~ receive a follow-up message describing some of AID's current actions (such
as the DEIDS project and similar activitie~ in Africa and Latin America included
in the Accelerated Program Development exercise) to develop and test innovative
approaches to the low-cost delivery of health, nutrition and family planning
service.

END SUMMARY
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Missions should make clear to LDC authorities that we Il;La.n to give funding
priority to the extension of health and relatedserv'ices rather than to support for
additional, high cost health programs. We are interested in assisting LDC ini
tiatives along the lines sketched in this message, particularly through helping
interested host governments in analysis and project design. Missions which have
already proposed or are planning to propose activities in integrated low-cost health
delivery, such as those which have been included under the Accelerated Program De
velopment exercise, should take this guidance into account for project design and
should request whatever AlD/w assistance may be appropriate • ME;!ssage s to Ami'll in
response to this guidance should be designated "Integrated Health Deliveryll.

OBJECTIVES AND STRATEGY GUIDANCE

Agency policies and programs are being redirected to give priority to encouraging
and supporting LDC initiatives to plan, finance and operate low-cost systems for
delivering health, population and nutrition services to the population majority, and
in particular to the lower income groups. Such programs can complement efforts to
deal with problems in these areas by other means - for example, by improving health
and nutrition through better agriculture, reduced rural poverty and safe water and
sewage systems.

Family size, poor health, lOw nutrition and poverty are interrelated. Reduction
in morbidity and mortality offer an important means of improving the quali"by of ·life
and productivity of the disadvantaged groups on which AlD wishes to focus increasingly.
In some cases the availability of health or nutrition services along with family
planning services may help increase the acceptability of family planning services.
Health care and nutrition programs help enhance children's chances for survival and
may thus in the long run ease the. perceived need for large families. (However, we
do not wish to exaggerate the likely effect of health services on' child mortality
rates or to underestimate the likely lag between changes in child mortality and net
reductions in family size.) (For further discussion see AlDTO CIRO A-1118 dated
November 5, 19'73, "Beyond ll'amly Planning: What Influences 'Desired Family Size''?'')
Furthermore, smaller families can lead to better maternal health, better diets for
the whole family, and better chances of survival for the fewer children of the
smaller family. ThUS, ha.ving fC:ler children may well be nne of the quickest ways
to lower mortality rates and improve the well-being of the family. .

The purpose of integrated delivery systems which LDCs can afford is to reach a
majority -- not only to carry information messages and elementary services but also
ultimately to bring ·about an actual im~rovement in health, nutrition and family
planning practices. TPe obstacles in the path of such initiatives may be formidable.
Persuasive evidence o~ succeSSful, replicable programs is scarce and existing health
delivery systems usually reach Only a small percent of the population and absorb
most available government funds. We should .recognize that to an individual LDC ~

experimep.ting with new health delivery; methods may involve political and economic
risks which they may be reluctant to undertake. Host governments may be persuaded
at the po'sitive political, social and econanic advantages of new a.pproa.ches if it
is possible first to strengthen those indigenous institutions. which show potential

UNCDASSIFIED
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for extending low-cost health services and, more important, for motivating target
groups to specific behavior changes in health, nutrition and faridly planning. The
poorest, most backward (often the most prolific) population groups may not demand or
use health, nutrition and population services even when and where they are available.
(While some proportion of the population will probably readily accept family planning
services, this group may not suffice to achieve ambitious target reductions in birth
rates.) Fundamental social and behavioral changes ~ be needed to stimulate demand
for family planning services by the very poor and ill educated who may constitute
a large part of the group still to be reached. It is often possible to r each greater
numbers of these population groups by adapting in-place delivery systems both to
expand their outreach capacity, especially into rural areas where services are not
now av~lable, and to change their character if necessary to better meet the per
ceived needs of the poor and affect major health problems.

In some cases particularly effective and innovative methods already in use on
a small scale may serve as models for extending services at a low enough cost to
allow broad replication and earlier impact with substantial savings in time and
money. The outreach of services should be planned in such a way that it can be
maintained by LDC resources and so that all service elements, Le., LDC government
paid activities, indigenous practitioners, voluntary agencies and other groups are
inclUded in a sYstem or network that will provide services to the target population.
Hence, initial priority will be given to developments that will tend to make existing
networks more effective at low cost or to build networks which make more effective
use of available local resources.

1. The overall cost of maintaining an integrated delivery system must be within
the financial and human resource capability of the cOuntry.

~he term "low cost" should have meaning in a specific country context over
a stated period of time. ·A health service should be accessible and acceptable to
the total population at the level of health technology considered necessary to meet
the problems of a country at a given t~e within the limits of the resources Whi~l

the country is prepared to allocate for that purpose. Thus, the term "low cost
services" is relative, and should bear a direct relation to an LDC's ability to
initiate and continue a level of service that is to be spread in a given pe;t"iod
(a target of ten years is not unreasonable) over an increasing portion of its needy
population.

Neither AD) ror LDCs should invest in medical systems which cannot possibly
reach IIIOst segments of LDC popuia.tions and cannot be broadly replicated on a fairly
early timetable. For all but the highE!st income LDCs, even an extensive clinic
based health system. will usually be too costly to provide effective assistance to
most of the population.

LDOs should therefore be encouraged to consider alternative, innovative health
delivery methods which have usually not. been exploited ef"f'ectively but which would
require little or no expansion of LDC budget support.

IJNC:j;ASSIFIED
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One alternative is the far wider use of indigenous practitioners, who have often
brought some sort of rudimentary paramedical services to far more people than the
current methods have been able to reach and whose effectiveness - in coverage and/or
quality - could be improv~d at little or no cost.

Almost every LDC has some sort of indigenous health delivery system in place.
In many cases these systems may be upgraded and/or used to assist in meeting health,
nutrition and population objectives. If such groups can be used as a channel for
the delivery of basic preventive medical services and advice - e.g., hakims, her
bologists, pharmacists, midwives, acupuncturists, to mention a few - the benefits
could be very large indeed. Incorporating simple information and other elementary
services into an existing network at a low cost may be an efficient way to affect
large numbers of people who now lack access to even basic health, family planning
and nutrition services. Often part of the local modern medical community may voice
objections, but others in that community may recognize the need to consider un
conventional ways of reaching va.st numb,ers of people who are likely to remain largely
beyond access to clinic services the country could afford to provide in the near
future. The latter group must help determine how indigenous practitioners can best
be used and trained. Similarly, objections may be raised to giving apparent official
sanction (or incentives) to indigenous medical systems which may include some un
scientific or possibly harmful practices. Experience ,in several countries (India,
Brazil) indicates that such objection~ can be dealt with and overcome.

Other nonconventional potential components of a low-cost health delivery system
might include the sUbsidi,zed distributions through commercial channels of'contra
ceptives, nutritional supplements and other commodities for health; and the use of
mass media and motivational programs which can structure incentives for behavioral
changes. AID is interested in working with LDCr governments 'to' explore other options
both within and outside the usual government medical networ~ and to strengthen the
indigenous institutions which can contribute to the low-eost delivery of health
services. (Forf'urther discussion of cOlllll.ercial distribution of contraceptives
see AIDTO CJRC A-24, dated January il, 1974.) ,

2. .AlDis prepared to help'LOOs experiment with alternative approaches.

Where it is not clear what form the new programs would take, it may be
appropriate to make. a start with pilot or experilnental progr$llS from which LDCs,
AID and others could'learn. Insane cases these could be on a country-wide scale.
AID can pelp LDC governments test .and evaluate innovative approaches which seem
to shqw some prospect of affecting the behavior of a larger percentage of the popu
lation in matters which concern their health, nutrition and procreation. We expect
that sane of theseexperiments:w~UinV'olveradical departures from current practices.
Clearly we will be most interested in supporting those that offer the greatestassu
ranee of long-term host courttrycommitment, cost-effectiveness, broad replicability
potential, ~power feasibility and long-term viability. AID is prepared within
funds available to make substantial iniestments (including loan-financing and local
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Current conditions which affect the delivery of nutrition, health or family
planning services must be a.ssessed in a systematic way. The extent to Which8.dequate
analysis is possible ~ill certainly vary among countries and projects and will be f"'~

affected by constraints of data, time and m.anpCJWer. A systematic approaCh should ~
not be interpreted as requiring a thoroU&h sectorana.lysis as a prerequisite for
AID support to a. particular project; but we should encourage the kinds of ana.1.ytll::al
work which may well give us - and, more importantly, host countries - a sounder
basis for making choices and an institutional capacity for long-term p1a.nning. We
urge the use of systems approaches to the maximUl1l extent possible, recognizing that
in many ca.ses the simpler and quicker techniques of analysis can make. a real con
tribution. Where health sector assessments are plapned or in progress, some of the

UNCIASSTFTED

In helping host governments to experiment with alternative approaches, AID
encourages collaboration in projects and other activities with other bilateral and
multilateral donors (UNFPA, WHO,UNICEF, etc.) _ WHO ;\,S actively concerned with the
problems of improving health delivery programs, and WHO policy in this area (ex
pressed in a ten page statement - "Organizational study on Methods of Promoting
the Development of Basic Health Services", approved in May 1973 by the WHO Executive
Board) is clearly consistent with the AID approach .outlined in this message. Recent
AID-WHO staff discussions in Geneva on health planning and delivery systems have
made clear that there is considerable WHO interest and mucll to be gained in ex
changing information and coordinating headquarters and field activities concerned
with improving health delivery programs.

As a first step to encourage experimenting in this area, AID has already ear
marked FY 1975 funds for integrated delivery activities in the Accelerated Program
Development exercise (see AIDTO Circular A-l136 dated November 20, 1973). Also
within health sector loans money has been provided to support the costs of a few
such experimental projects. Because the bulk of the effort must come from LDC
sources, these projects should yield results which will be of value for LDC planning.
Because it is unrealistic to expect the extraordinary acceleration in LDC health
budgets that would be required in most cotmtries to achieve near-universal coverage
with expanded conventional delivery systems, it is important that Missions and LDCs
consider programs to make greater use of non-conventional services like those
mentioned above.

Project proposals may include not only direct low-cost health delivery system
activities per se, but also technical assistance, training, etc. in areas closely
related to loW-cost health deliv~ry systems. (In addition, on request, 'mjH is
prepared to provide assistance in analysis and plann~ng to increase the efficiency
of health systems in general - not just low-cost health delivery systems - as a
part of the Agency key priority area of health planning.) .

costs in accordance with local cost fin&lCing policy applicable to other sectors)
in helping LDCs replicate and expand succes.sful pilot projects into appropriate
programs Which they are prepared to carry on.
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5. AID/W can help withana.lysis, design and evaluation.

possible approaches mentioned here can be investigated. In a number of cases groundwork
for project action has. already been laid and a relatively modest survey and analysis
effort OVer a short period maybe all that is required to address the kind of planning
questions raised in this message. In other cases it may be possible to adjust an
existing project's design to include an analytic and evaluative component which could
provide a basis for planning a future experimental program. Where agricultural sector
analyses have been completed or are'in progress, the data generated may be useful in
analyzing health and nutrition8.l status of rural popUlations.

In short, analysis is essential and should be specifically structured to confonn
to time and other resource constraints.

4. Projects should be designed so that outputs can be evaluated to allow com
parison among different approaches as a basis for planning decisions.

The 'purpose of this message is to encourage experimentation -- that is, de
monstration of a wide variety of specific prototypes for low-cost delivery systems
comprising different packages and different modes of delivery. Evaluation is critical
to decisions on what works best. Evaluation should permit ready comparison of the
cost of the prototypical programs and impact on coverage, health practices, and other
health variables of the broad target groups reached through the different prototypes.
It is also essential that the country context to which each experimental approach is
adapted be made explicit to assist in choosing among alternatives for replicability
elsewnere. Benchmark data (perhaps gained through sample surveys) can help establish
the starting point. To help measure the marginal cost-effectiveness of the new pro
totypes, attention must be given to specifying the target -- the intended output in
terms of changes in health/family planning/nutrition practices, or for the longer rWl
in terms of reductions in morbidity and mortality, not just the "quantity" of services
or information to be passed on. Then the cost of obtaining a particular "output"
through& a particular program must be recorded. There are reasonably easy-to-implement
methods for getting a basic grasp of this problem, and AID/W stands ready to provide
assistance as required. '~

V
As a first steptow8.rd developing low-cost health delivery projects, it is

suggested that the following questions be addressed:

a, Identification of the main critical rural health problems that the low
cost health delivery system should be designed to meet (indicating
priorities) "

b. A statement of specific goals of the low-cost health delivery system
including health, family planning and nutrition activities,

c. An assessment ofre$ources available to the country for this low-cost
health delivery system to deal with health problems (to incluo.e institu
tional, manpower, bUdgetary, logistics).

UNCIASSlFIED
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Detailed project planning (to include desi~ and evaluation for in
tegration of delivery services in api10t/~emonstrationarea).
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:f. An examination of the potential efficiency of the various projects or
mixes of projects to accomplish the goals. One simple but sometimes
underused test of budgetary feasibility is to multiply expected per
capita average cost times the target population (taking into account
scale economies) and see if that- cost can be financed within a reasonable
period of time.

e. An assessment of social and political feasibility of the various projects.

d. A listing of alternative projects available to realize the extension of
affordable health delivery systems in support of the specified goals.

AID has some recent experience in implementing the activities listed above.

Bucha schedule should provide adequately for full consideration of possible
alternative approaches to integrated delivery systems suitable to individual LDC
situations. As indicated previously, it is recognized that time constraints may
require abbreviating this schedule. But even when time restrictions require briefer
preparation, it is important that consideration be given to the range of relevant
options and issues be:fore commitment is made to a particular program strategy.

r
Responsibility in planning and designing any health delivery activity should

rest in the LDC government supplemented as needed by' outside Am consultants. To
the extent possible this planning,evaluation and project design work should be
incorporated into other activities of national planning.

b. site visits, selection, agreements of country approaches and necessary
approvals: 2-6 man months (Resources available: Amjw staff consultants
and institutional contract resources).

c. detailed project planning and presentation: 4-12 man months· (Resources
available: ConsultaniB and 1nstitutional contracts).

Missions that have population officers should utilize their ca.pabilities where
practicable in analyzing, designing and evaluating integrated delivery systems,
particularly the family planning elements.

g. The selection of the most effective project or projects.

lIfCLASSIFIED

In general it is felt that a staged. procedure for carrying out the assessment
and planning activities is appropriate. The stages might be as follows:

a. collection of general background information: 1-3 man months (Resources
available: AID/W staff consultants and institutional contract resources).
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The AID Nutrition strategy handbook (which Missions have received with AIDTO
CircularA-996 dated September 29. 1973), will be helpful in planning nutrition ac
tiVities in relation to health and family plannIng. '.CAB can also provide direct
hire and contract assistance in applying a systems approach to designing projects
in low-cost health delivery.

Am/W has developed several mechanisms for assisting USAIDs and LDC governments
through TA/H, FHA and other bureau staff and various institutional contracts. Missions
deslringtheir assista.ncemay request thrOUgh the Regional Bureau~.

As more information becomes available about specific innovative delivery systems,
and about· expertise available, to assist host coUntries in exploring low-cost health
alternatives, AID/W will endeavor to keep Missions informed.

Attachment:
Planning and Evaluation of Integrated Health Delivery?ro~ams:

Factors to Consider

Send to List rtp"

Send 20 cys to l're/DPRE, RD1. 2637 NS
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Planning and Evaluation of Integrated Health

Delivery Programs: Factors to Consider

Specifying Problems, Goals, Programs and Costs

This paper suggests factors to consider in analyzing health/nutrition/family planning
problems, and in structuring a systematic means for attacking these problems effective
ly within a country's budgetary capability without excessive expenditure of time and
funds for a formal and pre.cise "systems a,nalysis."

The discussion below is meant for use by develop5.ng countries, AID Missions, and others
working on developing country health problems. Some of the questions and issues raised
may seem obvious and based on common sense, and yet there are many health programs now
underway which are weakened by not having taken them into account. The purpose of' this
guidance is not to set up a check list of questions that must each be answered bef'ore
a sound low-cost delivery system can be designed. Rather it is to raise for those
considering, or designing, sl.lch systems a range of program options and some of the
keyk points to be considered in determining whether a given option is relevant and
feasible for a particular country situation. AlD/Washington is prepared (as indicated
in the preceding airgram) to assist in applying these principles to specific situations
to provide consultant assistance in the range of analytical planning and design ques
tions related to low-cost delivery systems and their r~lationship to other aspects of
the health sector.

Major t~sks confronting program planners in these areas include: (1) definition of
critical health/nutrition/family planning probl~s, assessment of their importance
to specified target groups and identification of priority goals based on this problem
assessment; (2) determination of available manpower and institutional capacities and
available bUdget resources; (3) identification of programs that o.f'fect a particular
goal or goals (and trade-offs among programs).

L Definition of Problems. and Goals

Problem and goal identification for planning purposes requires more than general
categorization (Le., "malnutrition," "excess fertility," etc.). The nature and
dimension of the problem or goal should be described as specifically as possible,
given the limits of data, time and manpoWer available. When set down in rank order 
according to their soei'al as weil as economic .importance to the target popula.tion 
this specific itemization should afford an initial approach to ascertaining program
priorities. For example, a rank-ordering of goals relating to reduction of mortality
and morbidity might require estimating the impact of alternative health activities.
on priority target groups (by age, occupation, location or ethnic affiliation)
through basic information normally available in host countries or obtainable from
sample household surveys.

WCIASSIFIED
""'NTm ....



(.....•".\\'.'~......

PRINTeD ....
CLoA••IP'ICATIOH

WC!ASSD'lED

AnalyZing the causes of "quality of life" constraints is equally important in program
priority determination. The prevalence of certain diseases and malnutrition may be
readily apparent and directly related to attackableconditions: impure water, faulty
midwife practices, disease-bearing vectors, weaning customs, etc. In other cases
the chief causal factors may be further removed (housing conditions, production
practices) or may suggest activities indirectly associated with "quality of life"
deficiencies-- far example, the possibility of effecting positive changes in popular
customs thrOugh the influence of social leaders within a target population. In such
cases, a multifaceted program may offer an optimal solution for each of the problems
individually. (In other situations where a solution seems precluded by resource
constraints, the nature and cause of the deficienci~s should be spelled out.)

Cost estimates of the proposed actions should then be made in order to determine
whether 100 budgets can sustain them. These estimates may range £'rom simple per
capita costs for pragr8JllS affecting a single goal to more complicated estimates for
multi-goal programs. Estimates of unit or per capita cost should b'e multiplied by
the size of the entire target population (taking into account any economies of sc~e)
in order to ascertain whether an extended program is within the host countryt s fi
nancial capability. In this context, it is important to ultimate acceptance and
continued support by the host country that total program costs, both capital and
recurring, be projected as far as possible into the future. Recurring cast estimates
in particular should reflect anticipated changes in prices of consumable supplies;
salary adjustluents necessary to attract and. retain suitable manpower under foresee
able labor market shifts;' costs of equipment maintenance; energy costs; inflation
factors and similar elements. If the program under consideration is pilot, the
Mission should also ascertain the most likely total recurring cost burden if the
program eventually were to be extended to similar target populations throughout
the country.

2. Detennination of Available Resources - Generating Improvements at Low-Cost

"Quality of Life" benefits are genet-ally regarded as end-products of economic
development, but they~ alao contribute to the success of general development
effort, or 'in turn be amplified through coordination with other development effort.

A rank-ordering of nutrition program goals might place emphasis on alleviating con
ditions which interfere with maintaining or elevating a populations' nutritional
level, e.g., educational/motivational work on changing infant feeding practices;
control of intestinal parasites; availability of basic food supply; food enrichments
and supplements and treatment programs for specific problems with high incidence.
Family planning goals might give priority to motivation of and/or direct delivery
of services to special target groups, with emphasis or selective barriers to under
standing and successful and continued use of contraception methods of their choice
(*- i.e., post-partum, teenage, and regular health center clients); and such barriers
as those presented by other family members including those reflecting needs for
personal discipline and those related to a economic/culture support for life style
changes.
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When considering low-cost approaches to integrated health/nutrition/family planning
delivery systems, one should inquire intoothel' types ot development efforts to
which delivery system~ might be added. Incorporating eiementary information services
into another kind of activity may permit greater number of peOple 1D be reached at a
lower cost than would be possible by building a completely new delivery structure.
-Options permitting services to be added onto existing structures should be thoroughly
examined. For example.) could curri.cula in health and sanitation, nutrition, and.
family planning be combined into expanding school programs? Could wells and latrines
be dug at lower costs as part of other construction projects where'similar equipment
and construction material are used.
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Cost-effectiveness and other comparisons of alternative routes for achieving "change
in health status" objectives need not necessarily require large investments of time
and money, nor precise health sector analyses •. Often valuable information can be
sifted out of routine local data, basic informa~ion gathered for project action,
baseline data generated for unrelated projects, agriculture sector analyses that
may have been underway, and ,UNICEF, WHO, IBRD and other international organization
studies of the target area, and needs merely to be supplemented with very specific
analyses or household surveys.

What collabora,tive planning is now in operation? What is the interdisciplinary input
(each agency) in the planning and program development? What community input has been
developed, especially in respect to problem analysis, definition of needs, interests
and attitudes of the}il pUblic? .

Is there a. system which assures cQntinuity for planning and progrem development at
each'level from national pla.nningto local, and ,from local to national? Does this
information reflect all interests and viewpoints involved?

Deficiencies in Planning, Organization or Administration

Established health delivery systems are often constrained in their ability to deliver
health services by deficiencies in planning, administrative, and/or supervisory ca
pability. This may be evidenced through circumstances li)te conflicting spheres of
influence within command channels; logistical shortcomings such as irregular or
inadequate delivery of drugs and supplies to health stations, procurement and ware
bousingdifficulties or 1ack of transport for construction teams, technical advisors,
debilitated patients, etc.; lack of cOlllllunication and referral; failure to provide
for maintenance and depreciatll.on' of equipment; ill conceived or poorly executed
personnel policies; inefficient coordination amongs~ key personnel or operating
units; and so on. Circumstances like these may constrain utilization of existing
bealtb resources to a level substantially below actual capacity. Alleviation of
such constraints may succeed in expanding service delivery at a cost considerably
lower than the cost of equivalent expansion through increase of resources; or it
may attract contributions fl'0III otber donors Which were beiIlg withheld .because of

_sucb·dif'ficulties. Missions should be attentive to opportunities ·for significantly
enhancing service delivery to target populations, by improving a. system I s efficiency
or increasing its absorbtive ca.pacity, at relative.1¥ small cost in technical
assistance.
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3. Possible Program Approaches - Persuasion and Motivation

Many health and nutrition problems are avoidable. Often ,they are rooted in, or
aggravated by, practices and customs amenable to improvc.nent; It is particularly
important that mothers be persuaded to make simple behavioral changes which have a
bearing on their health and their existing or expected children. Control of many
health and'nutrition problems depend on comprehension and motivation, therefore,
the uses and potential of behavioral stimuli should be explored among a target
population.

Attempts to assesst the behavioral influences of persons and media within target
populations and their potential usefulneBs in affecting changes in health status
.should be explored. For example, would the tribal or social leaders in a target
population be willing to attend short courses dir§!ctedtoward nutrition, family
planning and health education; and if so, how effectively could they communicate
their learning through their tribe or community? What institutions -- religious,
educational, voluntary -- function in the area; what part of the population do they
reach; and how persuasive are they? What would it take to interest such institu
tions in participating in an integrated delivery program; what commodities and
materials would be required for their success; would additional manpower be reqUired,
and would they need training?

What measures would be incentives to self-help projects beneficial to health, nutri
tion or family planning? Simple latrines require about $3 in materials; what pro
portion of households would undertake their construction if materials and instructions
were supplied? A simple, durable pump could be mass-produced for about $18; what
demand could be generated for such a pump? Would' it be sufficient to justify local
production; and what inputs would be required to stimulate production? Is family
planning a sensitive subject at village level? If so, can social~eaders within
villages be encouraged to organize various groups to de-sensitize inhabitants and
to disseminate family planning information?

In this regard, the concept of interdisciplinary teams for sector ana.l¥sis is now
fairly well established; but the interdiscip~ary teams that have been assembled
to date h8.vebeen notably lllLCking in behavioral scientists. The inclusion of
eXperts in motivation might be a worthy add!tion to future consultant teams. charged
with recOllll1ending integrated delivery programs. .

Media

In saneLDCs, radio and other mass media are available to villages and rural
areas as welias urban areas. Where radio (or TV or movie theater) time or pub
lished media. space can be co-opted for pUblic service messages, the cost of disse
minatinginformation on health, nutrition anQ. family 'planning SUbjects can be quite
low ~- ot'ten merely the production cost. Questions to be addressed are: to what'
extent do target populations believe information that reaches them through exist~ng

media? ~ Are there ways of improving the 'credibility of'such information such as
endorsements by popular and religious figUres" respected experts and org~izations

enjoying close rapport with target populations? Traditional media (puppet shows,
ete.) may also be promising. How do these media compare in cost-effectiveness w~th
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other types of delivery systems?

Utilization of Indigenous Practitioners

Rudimentary health care and childbirth assistance have evolved out of necessity
in manw LDCs. Native midwives, curandaros, herbalists and other indigenous prac
titioners constitute networks for ~reatment and communication in areas where scientific
care and education do not reach the people. The major advantages in the use of in
digenous practitioners is that they already cover large portions of populations, that
some systems cost little or nothing to resource-constrained governments since the
practitioners are paid by their clients, and, in some cases, that their advice is
listened to more than that of the official health workers. It is worth investigating
the extent to which this indigenous cultural and social network can be utilized, by
provision of training (and possibly commodities or financial incentives),to provide
greater access to the integrated health!nutrition!familYplanning services that the
host country is able to support. Should such an effort be used in areas where it is
~ot now feasible to cover the target population with clinical services or as a supple
ment to clinical services? In what ways can this be done? What would be the cost of
expanding the services and information that indigenous practitioners are able to
offer? Which of the indigenous practitioners would be interested in augmenting their
present expertise by disseminating information on preventive health, nutrition and
childspacing? Do they still attract significant numbers of clients among target
populations? Do any legal restrictions constrain their involvement? Can these be
changed? What combination of. advice and services can they deliver for the .purpose
of maximizing impact on hea.lth, nutrition and family planning goals? In what ways
should indigenous practitioners supplement, substitute for, a clinic-bases system?
What would be the training costs, per practitioner, and per "client" reached? What
fees, if any should the government pay to the practitioners, e.g., xeferral fees for
sending clients for long-term or terminal contraceptive measures? How well would
indigenous practitioner~ accept coordination with physicians, and physicians with them?

What objections to use of indigenous practitioners can be expected ~om elements within
medical associations, health ministries,or others? How can these objections be over
come? For example, can leading doctors or medical institutions be' involved in de
signing or implementing tra.ining for indigenous practitioners? How can attention be
drawn to the harsh facts in many countries about how long it willta.ke to expand
government clinics to cover the total population? Would a study by a respected local
health figure of the advantages and disadvantages of using indigenous practitioners
be helpful? If there is concern about appearing to give an official stamp of approval
to indigenous practitioners (Who, in many countries, are likely to continue recommend
ing many ineffective arid even harmful remedies), how can training be provided to them
without appearing to give such official approval?

utilizing Private Vendors

Distribution of family planning supplies, information, nutrients and some health
supplies may be facilitated at low cost through arrangements with comercial vendors
-- tea shops, fuel outlets, etc. -- serving the target area. Where such possibility
exists, an assessment should be made of ,whether the target population is likely to
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use pur.chased commodities more effectively or less effectively than free commodities.
Estimates should also be made of (a) Price levels for the selected commodities nece
ssary to stimulate broad demand; (b) profit margins necessary to assure aggressive
merchandising; (c) Bubsidiesthatz may be deemed necessary to meet these criteria;
(d) cost-effectiveness of distribution through available commercial and non-commercial
channels.

MissiObs .
Where subsidies are favored, iix~ should indicate possible sources of funds and
should estimate the likelihood of this burden shifting to the hos~ country.

If merchants are to be paid for distributing informational material or subsidized for
distributing commodities, some sort of control or audit may be appropriate to assure
their actually reaching the target population. Proposals for subsidizing private

·vendor distribution channels shOuld include plans for control.
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A"..LlTO CIRC 'lXX A 230

Many s9cieties draw on central processing at some point in their food supply. In
Central America it may be a village maize grinder, in Iran a regional baker, and so
on. Arrangements can often be made for including nutrition supplements in processing,
and for utilizing the processing plant as a channel for education in food preparation,
sanita.tion, preventive health and family planning. In some cases processing may be

·done individually for customers, permitting voluntary test and control populations
for purposes of evaluation.
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A. AID's Congressional legislation, Secretary Kissinger's initiative
in his speech of last September to the Seventh Special Se8sion of the
U.N.G.A. (ref. B), and our own convictions as to what now constitutes
effective health programming compel the Agency to give greater atten
tion to determining what package of programs (including LDC effort8
as well as those of other donors or our own) work most effectively to
improve health. As you know. in this context we ar~ giving special
attention to the integration of health, nutrition and family planning
services. We are encouraging integrated delivery of related services
throu~h oneot'ganizational network at various levela--village, mOre
central clinic, district health center, etc. We are alao encouraging
integration in a broader sense: the coordinated planning of all
programs or priv~te efforts with a major impact on heal~h, including
integrated delivery of services.

B. We believe health sector assessments--HSA's--may be a useful tool
in aChieving such eoordinated planning, which will in turn indicate
the types of organizationally integrated services or free-standing
programs that can be pursued most effectively, given current re80urce.,
current public and private programs and services available in the
private commercial sector,and current int.rests of both LDC and
donors. We further believe HSA's are a u8eful vehicle for collabora-
tive planning of health programs betlleen AID and LDC which WrO-~~!_ .. _ ..__ _.
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o. This airgram includes an outline of the "how to" of HSA's. Additional guidelines
will be available in the form of "how to" manuals in the next several monthe.

C. We believe that coll.1borative assessments are a virtual prerequisite to forming
an adequate LOC constituency of interest to support the marked innovations our
congressional guidance requires.

AIR6UMOF STATEDEPARTMENT

E. HSAs should form the definitive basis for specific AIO programming in health.
A collaborative HSA should therefore ideally precede other health programming
activities although we understand that in practice some AIO programming decisions
must ordinarily be made before a collaborative HSA is completed. i.e. OAP preparation,
ASS preparation and in many instances PID preparation. Normally the sector aasessment
is scheduled between PIO submission and PP preparation.
r. Guidance in this message wi 11 be included in HB· 2 - Program Plamling & Budgeting.

indire('.tly but l! t fectively to strengthen the LOC's capacity to plan and implement its
own future hedth measures. HSAs should alao auist Loee 'in identifying local sources
of rundin~ (eR. community level) for health projects.
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I. Basic Purpose of HSA's

A. HSA a. Pre-cursor of Health Projects:

The basic purpose of HSA's is to pave the way for more effective planning and &::::.
implementation of both AID and LDe measures affecting health. This occurs as a ..
direct result of the analysis which cDnstitutes the assessment and indirectly as LDC
analytic capacity is strengthened by collaborating in the assessment. While a HSA
should ideally precede major health programming, such an assessment requires aeveral
person-months at a minimum to accomplish. As the programming process is continual, we
understand that some programming decisions should be made before such an HSA is
completed.

B. HSA's: Integrated Planning of Measures Affecting Health:

We are familiar with many different measures that influence health: medical care,
disease vector control,sanitation, imp~oved diets, and family planning, as well
as improvements in education and income. The array of possible programs always
goes far beyond funding capabilities. But since the best programs are sO far
superior to average ones, how they may be identified warrants careful study. That
is the purpose of HSA. Essentially it is one type of integrated planning mentioned
above; it reveals the ~ost effective package of measures affecting health, given
resources available. The best program alternatives may not necessarily be those
that appeal most to professional health organizations. Thus the health assessment
must also help develop a national commitment and a constituency to support recommended
changes and new departures in health programs.
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C. General Procedures for HSA's:
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This airgram explains general procedures for HSA's. It encourages collaborative
HSA's c~refully designed according to existing LDe analytic capability. With greater
understanding of procedures commonly utilized, resulting HSA's (and the concomitant
strengthening of LDC health plannning capacity) should stimulate greater LDC
interest in pursuing innovative measures to improve health.

D. Integrated Services:

We expect these measures may often include integrated delivery of basic health,
nutrition and family planning services as mentioned above, though the most promising
measures may not always include or may range far beyond such integrated services.
For example, free-standing clinics in private family planning programs may be
ilppropriate. The modern or traditional commercial sector may offer effective health
services alternatives. Clean water or disease-vector control programs are other
possibilities. But in situations where the rural poor remain largely beyond access
to any modern H/N/FP services, where health resources are severly limited, and where
ill health is widespread, we expect that HSA's will often yield recommendations for
integrated services.

Most available health clinics do provide services integrated to a greater or lesser
degree. But budget limitations prevent putting a clinic within easy reach of the
whole poor majority in many LDC's. In such countries the most promising course
may be to focus on providing quite elementary but still effective services at the
village level through health auxiliaries, traditional practitioners like midwives,
or even laypersons with only rudimentary training. (Even in countries with a
fairly widespread network of clinics, such village-based services may also be useful.)
A village network can hook into any available clinic network as backup. Just what
b,1ckup may be needed-and indeed how the whole array of health measures may best be
organized from top to bottom--is, of course, one of the key questions to be addressed
through the HSA.

II. Introduction to Health Sector Assessment

This airgram presents d general overview of goals, content, priorities for, and
administrative procedures for health sector assessments. It is not a standard
format or model to which all health sector assessments should conform. Many
methods and techniques exist to address the specific areas of assessment or analysis
presented in this document. Some of these methods are described in the attached
documents. Other methods and techniques can be found in the annotated bibliography
also attached to this document.

This need to choose the techniques and methods most appropriate to problems of it

particular country and to the analytical resources, data and time available for the
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lIe'11th sector assessments should usually be completed prior to the completion of
project papers in health. Obviously if such assessments can be completed earlier
and submitted with the OAP, the Mission and LOC governments can devote more attention
to 'the details of project planning. Experience to date indicates that once national
enthusiasm is generated for a collaborative assessment the process may continue for ~
some time as new problem areas are defined, etc.

The second central theme is tlldt of the importoinc:e of carrying out health sector
assessments in collaboration with Loe institutions. (Both country variability
.tndcolll.lboration have been demonstrated to be of critical importance in five
countries where assessments have been completed.)

The third central theme of these guidelines is the multi-sectoral nature of health
sector assessment. Many health problems are caused or conditioned by problems in
other sector. and health can often be most efficiently influenced by activities in
other sectors. These guidelines indicate how such extrasectoral causes and potential
interventions can be identified.

In some instances significant components of a HSA may have already been completed
as the result of a country health programming exercise or similar health planning
activity. HSAs should obviously not require duplication of these activities instead
all efforts should be made to identify and utilize such studies and to coordinate
assessments with other donors to the maximal extent feasible.

At this point. it is appropriate to indicate what experience suggests may reasonably
be expected to result from health sector assessments:

A.Health sector assessments should develop new knowledge concerning how
national health goals can be accomplished most efficiently. If sensi
bly planned and administered. the assessment is likely to develop a
broader commitment to national health goals among national and inter
national institutions as well as a greater constituency for AID
supported activities. Sector assesments will study national goals to
determine if new or different sectoral goals would be more appropri:lte
to the health problems and resource constraints of that country.

i\lf....'...•..,..

,...1"•.•".'.•....
B. Health sector assessments are likely to identify ways in which feasible

programs and mixes of programs can markedly improve sectoral performance
through a more explicit understanding of alternative program cost and
impacts.

•
C. Assessments will make more explicit the results of various levels of

investment in terms of changes expected in health sector. but will not
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resolve the question of optimal amount of miuion support for the health
sector.

I), AUl't88lnent8 will help identify bottlenecks or likely implement'ttion
problems tllilt in turn allow missions .tnd LDC oHicids to addreu
critieal problems in the health sector.

E. Assessments can encourage signifieant upgrading of national institutional
and personnel skills in applied health planning if time and care are
taken in development of an appropriate scope of work for the asseS8ment.

F. Assessments will address resource requirements and potential sources
including communities involved.

The remainder of the guidelines will discuss the objectives of health sector aS8essment
in section III, determination of assessment priorities in section IV, the general
content of health sector assessment in section V, and procedures for undertaking
health sector assessment in section VI.

III. Objectives of Realth Sector Assessments

Within the AID context there are several objectives of Ii health sector aS8essment.
They are:

A. To provide ~n improved basis for programming LOC investments within the
health sector (including population and nutrition) in the context of
national development goals.

B. To provide a more factual basis for programming AID support to the health
sector (including population and nutrition).

C. To contribute to the improvement of LOC institutional capability in health
planning by (a) demonstration of a structured analysis of health sector
problems and alternative solutions; and (b) assessment of the health
planning requirements of the LDC and development of estimates of the man
power and resource requirements to accomplish the health planning
activities identified.

D. To establish a national constituency necessary for support of innovations
suggested by the assessment.

A basic assumption of these four objectives is that health, population, and nutrition
goals are so interrelated that joint analysis is required.

The health sector assessment process described in the remainder of this document is
one specifically designed to address the objectives \outlined above within the time
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available in the AID program cycle. The intent is to take full advantage of the
time available to do assessment work while not delaying the initiation of AID
prograllllllatic support to the health ·sector.

IV. ldentific.ltion ·of priorities for Health Sector Assessment Activities
The probtemsof setting up priorities for the content of a collaborative health
sector assessment must be vigorously addressed if a focus on ~he most important
issues.is to be accomplished. In planning the aasessment, choiees must be made
between both.tlternative problem areas and the type of information gathering
and analysis ~ctivities to be applied to a given problems areas.

A principiil focus of the assessment must be on planning for the poo.r majority.
The assessment must address the problems and.alternative measures suited to the
target groups of infants, children and pregnant and laetating women. The
assessment must attempt to identify least-cost alternatives mitigating the health
problems of the target groups. (These alternatives should include private conuner
cial and/or indigenous sectors as they can be used in conjunction with public sector
programs.)

The priority problem areas should be chosen from among: (1) major health problems
of the poor as indicated by available data on morbidity and mortality, LDC interests,
and AID program objectives; (2) the subset of those problems for whieh technological
alternatives exist; and (3) the still smaller subset which are likely to be socially
and politically feasible.

Once the problem areas are defined where scope exi$ts for influencing policy,
the following Keneric types of information must be considered:

A. The identification of health problems which affect the poor majority;

B. Social, economic and behavioral determinants of health status;

c. Specification of potential health programs;

D. The.relationship of health problems and programs with the problems and
programs of other sectors of the economy;

E. Resources available and their costs;

F. The resourc~s required to produce units of health services or other
health programs;

G. The impact of health programs on health status; and

H. The impact of health programs on population growth.

Experience to. date indicates that generally, little addition'il effort is. required in
the areas of information on health status or identification of government priorities .
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The point is an importdnt one to make because no::-mdUy health pl41nnin)ll. .u.. tiviti.ll
get 80 bogged down in collecting inform.ition on m41gnitude of hedth problems that
they n~ver proRre8s beyond this point.

Ordinarily, however, considerdble attention should go to gathering information
concerning the socLil, economic and environmentalc:auses of poor health; new data
may be required to elucidate these relationships. The area of social and cultural
perc:eptions of health problems should be addressed vigorously if viable strategies
are to result from the assessment process.

Most assessments have tended to concentrate on the economies of choices between
program alternatives because of the historic dearth of information on the economies
of production of health services or the impact of programs on health status.
This is also the area where assessment-like activiti~s of other organizations are
weakest.

Assessments have also concentrated on administrative capacity of health institutions.
This concentration partly reflects the significant gains of efficienty that can
be made in health services in LDCs through improved management. Assessments must
provide AID with knowledge of the capacity of host institutions to manage the
financial and other inputs from foreign assistance.

A related need is that of choosing between the various data sources or data gathering
activities to be utilized. Choices have to be made between (1) existing data,
(2) expert judgement estimates, or (3) collection of new data. Normally SOme new
data gathering activities' are incorporated into health sector assessments.

v. General Content and Organization of Health Seetor Assessments

1. Health sector assessments should be structured in sueh a way as to:

A. Accurately identify national health polieies and health problems of the
population and their causes;

B. Estimate the resources available.to the nation and to address health
problems, considering both community and government resources;

c. Identify and study alternative technical soultions to health problems;

D. Identify and study administrative and other infrastructure bottlenecks
to the improvement of health; and

E. Synthesize the proceeding stages to develop a health sector strategy or
alternative strategies.

UNCLASSIFIED
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3. Each programmatic area diagrammed above in the assessment should be analyzed
taking into consideration the conceptual elements identified in the following
outline:

•UNCWSllUlL.._._.
C ... A••',.IC .... TlO~

a)

1) determination of relative magnitude of health problems;
2) description of epidemiological, social, economic and

cultural causes of health problems;
3) description of social and cultural perceptions of health

problems by the population and health care providers;
4) identification of factors to be modified in order to

ameliorate health problems.

* In health sector assessments nutrition and population are integral elements.
Specific examples i.e. nutrition assessment in Costa Rica and family planning
evaluation in Nicaragua are available for distribution.

1.111-11-391. (9-e2/
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description of current programs to impact on health
problems;
evaluation of impact of program activities;
identification of population affected;
identification of resources available and utilized;
identification of bottlenecks to improving services
description of social and cultural acceptability of
existing programs;
identification of probable impacts of program
activities on the target population.

1) identification of national policy objectives which
influence health problems and interventions to solve
problems

2) description of decision making process in health,
analysis of factors which have influenced health
sector decisions;

3) description of bureaucratic processes and their
effect on implementation of health sector programs

c)

1)

2)

~
3)
4)
5)
6)

7)

d)

1) identification of new technical alternatives;
2) description of probable program activities, resources

and costs;
3) prediction of social and cultural acceptability of

proposed new program alternatives;
4) description of probable program impacts;
5) estimate of new infrastructure requirements.

UNCLASSIFIED
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development of health manpower projections and currl!nt
distribution;
inventory and description of equipment available to the
sector and its distribution;
inventory and dl!scription of hospitals and other
facilities and their current distribution;
idl!ntific~tion and study of critical resource con
straints and bottlenecks.
Description of possible financial resources in both
community and various levels of government.

UNCLASSlFIEPh__.
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1) identification of aspects of other sectors which
influence health and estimate of the extent of impact;

2) study of programs which could ameliorate or improve
the effect of other sectors on health and specification
of their cost and probable impact;

3) identification of health program impacts on other sectors;
4) estimates of benefits or disbenefits of extrdsectorill

impacts

1) identification of administrative bottlenecks including
logistics and supply systems;

2) study of financing systems, projections of finances
available and impact of various systems on utilization
and efficiency of health care;

3) study of health information systl!m.

g)

Dl!scription
e) Rl!sourcl!s

1)

2)

3)

4)

5)

Study
of other

f) Infrilstructure
Elements
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1) scheduling of projects;
2) determination of AID-National and other donor inputs.

1) synthesis of proceeding stages;
2) elaboration of alternative strategies and program mixes;
3) analysis of alternative strategies and program mixes
4) identification of dominating strategy;
5) determination of required program activities and estimate

of resources required to implement program activities.

(

Project Plan
Development

~~

AID TO CIRCULAR 611

The degeription of assessment activities above is cursory. Given the variety of ways
in wlli,'h e.ich tdsk listed can be accomplished and the necessity of selecting the
~ppropriate technique for the particular national context the following section describes
procedures for conducting a health sector assessment.

Always, difficult decisions must be made regarding the most useful content for the
~S9~ssment. since even in the larger ones it is impossible to address the entire sector.
Thi8 recognition has led to the procedure for implementing health sector assessments
d~5cribed in Section VI,

VI, P:-ocedures for Implementation of Health Sector Assessment

It is assumed that the first health sector study activity performed in conjunction with
AID w~ll normally be the preparation of a background document which provides .!

synthesis 0 f descriptive materials currently available concerning the country .mll
identifies tilt! existing information sources, their completeness, etc. The document
would serve to orient AID or contractor personnel to the problems of the cOl1ntry
existing programs, information availability, etc., so they can rapidly undertake
sector assessment tasks. HEW under contract to AID has prepared such literature
searches in 16 countries to date upon request from the field. The advantage of this
mechanism is that background searches can be completed well in advance of field sector

UNCLASSIFIED_..__ .__.~~~_._---
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Mor.e detailed assessments could extend the minimal program of sector assessments,
and are ordinarily warranted due to the complexity and wide variety of health sector ~
problems and programs resources required for intermediate programs, would of course
,;'.:p'md on th~nl\mber and specif:i.c types of nnalyses desired but normally incorporate
Sl'VN!ll 1ll3n-yt'llrs of p f fort from LDCs personnel. Sophist i.eated quantitative analysis
.'ITt' 'lot ordinarily desirabl~ due to lack of familiarity by LDC personnel with the
l0chll1:ques.

iiYt..··.••'7A·.·...,

A ~uilable team to define the scope of work might consist of:

a) health-planner-economist
b) a physician-epidemiologist
c) a sociologist/anthropologist
d) a specialist in public administration
e) an experi.ence AID program officer;
f) nutrition planner; and
g) population planner

i'r:i.or lo the site Vl.Sl.l. discussions between AID/W, the AID Mission, and sponsoring
hosl country agencies should clearly establish the desire for an assessment on all
parts, and lhe role of the team.

The content and magnitude of assessment, of course, are most importantly dependent
upon th~ health problems, national health objectives and capacity of national planning
~nstitutions. A minimal assessment might include 2 or 3 professionals for a period
of six months to one year. Such a program could not be profoundly quantitative.
It would, of courses, collate and synthesize data relating to the health sector.
Hore important, such a team could perform a relatively detailed conceptual analysis
of currenl health and socio-economic status. Such a program could also analyze
in depth the current health plan 0 f the country. The analysis could be extended
tu £mproving the presentation or modifying the health plan.

Following the hackground document preparation a team will visit the country for two
to tllrpp W~pkR to discuss assessment alternatives with the USAID and national institu
tlOIlH .111,1 to arrive At all agreed upon scope of work for the next phase - usually a
"IIl'flllh !::lector assesllment". The scope of work teams may, of course, also advise
al!.ulnst a health sector assessment, or on short term health program support, or
po,.,.ntiRl direction of long term program support.

a8sessm~~t activiti~s.

Dm:DA'M.· HB 2,N,nunn Sup 03a
CONTINUAtfrdN 4)
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Such a team should be provided with a local research asistant and with secretarial
support. Additional personnel may be added if there are special requirements for
health, nutrition and population planning expertise identified by the AID mission.

The scope of work team and field health, population and nutrition personnel will
normally begin work in the country with a number of formal visits to officials of
key health agencies and of the AID mission. These will be followed by interviews.
with the top technical officials of these same agencies. It is suggested that the
health officer of the AID mission take special care that all factions of the health
sector are represented in the set of meetings. The scope of work team can work with
the AID office to assure this coverage.

The team will be expected to make site visits with local counterparts to assure that
they observe the different regions of the country, and to familiarize themselves
with the administrative system, and to see the health service delivery system in
operation.

The team should then spend the major portion of their time in discussion with national
counlerparts in the specification of a sector assessment scope of work, identification
of national resources and personnel to carry out the scope of work and identification
of national institutional responsibility for and organization of the sector assess
ment that will be recommended to AID and the national government.

Experience to date indicates that the most critical element of the determination of
scope of work for collaborative assessments is matching the scarce resources
available to do assessments with the enthusiasm and broad interest in assessment
activiLies engendered in national planners. Ordinarily, little resistance is met
from Ministries of Health or Planning once the collaborative nature of health sector
assessment is understood.

A final d~bri~fing should be planned to present to AID officials the conclusions
reached by the team. Similar meetings should be held for the host country officials
and for AID Washington. The written report of the group should probably be prepared
in drafl after these debriefings, and in final form after comment of the AID mission
staff. While intermediate briefings may be held to discuss team progress, it
is suggested that the team take care not to commit themselves to any project
recommendations too early ••• the period of two to three weeks is itself a very short
time in which to make overall judgements on a total health system.

If the health sector assessment is to realize stated objectives of upgrading the
capahili~y of host cduntry planning institutions and personnel, considerable time
aod effort must be taken to identify LDC institutions and personnel, as well as
to orient them to the purpose and value of proposed assessment activities. Normally
the assessment should be coordinated by a national institution and will be carried
out chiefly by LDC personnel, and directed by a series of national coordinating and

UNCLASSIFIED
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Although in principle data coll~ction should be reduced to a minimum, experience
with field teams to date has resulted in the need to collect some information.
Resources are included in the budgets of assessments to. provide for research
assistants for such purposes. Doring such efforts, vehicles will normally be
required for field work, data processing may also be a problem where statistical
clerks and computer facilities are required. Survey and data processing administa
tive requirements are usually very intense, if only for a short period of time.

If the assessment is to be based in a national institution, it is desirable that
the mission consider assistance requirements in relation to the institution's

UNCLASSIFIED

Administroftive requirements for a full health sector assessment must be planned.
Vehicles, offices and secretarial support are all required. It is suggested that
the majority of nationals involved in the assessment be assigned on a full time
basis, or at least half time. Separate and adequate office space should be provided
to the staff. Demands for secretarial services will be particularly great at the
end of the assessment, and provision should be made for this activity. Similar
provision for xerox and publication/duplication services must be made.

The health, population dnd nutrition officers will have considerable interest in
the .1ssessment, even if ol full tiTtle assessment coordinator is employed, the officer
will prob,ibly be required to devote a considerable amount of time to the activity.
A major portion of their responsibility will be continuing policy negotiations
with the government. Such negotiations will relate to reforms to be undertaken,
and the incentives appropriate to stimulate those reforms.

workin~ committees with technicill .uist,mce requirements from AID norm,.lly no
~rp.ltpr th.tn 15% of tot.ll effort.

The mission will have various responsibilities in conjunction with the health sector
assessment. Prior to the initiation of the assessment, the mission should assure staff
that th~re is in fact an area of mutual agreement on health policy and the desire
for donor assistance in th~ health field. Mission should also initiate contact
with other donor organizations--e.g. WHO/PAHO, IBRD, IDB--to ascertain if they have
similar or conflicting plans. Considerable efficiency may be achieved piggybacking
a sector assessment on a parallel activity of another donor, if it is certain that
coordination can be achieved. This may lead to a better assessment product and
avoid spreading national capacity too thinly through competing efforts.

since tl\~ minimum collabortive s~ctor assessment which has been planned to date is
of )-4 man-years i.n magnitude I ,iOd normally is substantially greater, the workload
on the mission to administer such an activity can be quite large. An additional
benefit to encourage maximal involvement of national institutions and personnel
is that the assessment can then be funded and administered as a project through
a p~oject agreement.
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capacity to ddminister such a program. Experience to date sugge.t. that the .ts.ion8
which carefully monitor the assesament, dod provide ti..ly ad.iftl.t~ative .I.i.tanee,
obtain d better assessment. If a miasion ehoo••• to .et up .n ad hoe, O~ p.re.t~.

difficulty in providing administrative suppo~t fo~ con.ult~nt't-.••ll~nt of ~
t~e assessment coordinator should be considered either through & teraoft*l ••r~i(••
or institutional contract.

Analytic responsibilities that normally must be carried out by the mission include:

a) submission of scope of work for AID/W review;
b) evaluation of past health sector experiences of AID and development of

strategies to take advantage of their lessons;
c) evaluation of the assessment itself, and agreement on mission strategy in

light of the assessment; and
d) submission of completed assessment for AID/W review.

These activities may require loan and program officers from the mission, a8 well a8
the health, nutrition and population officers. It is suggested that continued policy
supervision of the assessment by top officials of the mission is required to assure
midmum quality.

VII. Consultant Personnel for Health Assessment

A variety of external consultant personnel are normally required for health sector
assessments. Several sources and mechanisms exist to mobilize the required con8ultant
expertise. AID, through a RSSA with the Office of International Health/DREW can
normally provide 25 percent of one individualls time in the field with Spanish or
French language competence is required, to maintain continuity between consultants
as well as provide general advise to mission and national personnel on asseS8ment
issues. In addition, AID has a small number of consultants who are frequently utilized
in a8sessment activities. Contractual relationships with The American PubIc Health
Association, The American Hospital Association, The Johns Hopkins University School
of Hygiene and Public Health, and The University of Michigan Sehool of Public Health,
sometimes allow ready access to personnel to provide assistance in assessments.
Through Indefinite Quantity Contracts and other arrangements, supplementary personnel
can be made available for assessment and other health planning activities.
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....... Section 114 of the Foreign Assistance Act of 1961, as amended,
adds for the first time to this legislation restrictions on the use of
funds relative to abortions. The new provision reads as follows:

Address questions about this policy determination to:

2. Institutional and Program Development

(TM 2; 1)

PD-56
June 10, 1974

Sup 04 to HB 2

A.I.D. POLICIES

RELATIVE 1D ABORTION-RElATED ACTIVITIES

INTRODUCTION:

"Section 114. Limiting use of funds for abortion-
None of the funds made available to carry out this
part (Part I of the Act) shall be used to pay for the
performance of abortions as a method of family
planning or to motivate or coerce any person to
practice abortions. "

A. 1. D. Policy - A. 1. D. funds will not be used for the direct
support of abortion activities in LDC's. However, A. 1. D. may
provide general population assistance program support to LDC's and
institutions so long as A. 1. D. funds are wholly attributable to the
permissible aspects of such programs.

1. Procurement and Distribution of Equipment

A.1. D. Policy - No funds available to carry out the
Foreign Assistance Act will be used to procure or distribute equipment
provided for the purpose of inducing abortions as a method of family
planning.

The indicated policy positions represent the best legal and policy
judgment in A. 1. D. on a desirable stance the Agency should have at
this time relative to this subject. The A. 1. D. policies relative to
abortion dealt with here involve the following programmatic aspects-
Procurement and Distribution of Equipment; Institutional and Program
Development; Motivation, Promotion, and Training; Research; Fees
for Abortion Services; and Coercion.
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6. Coercion

Sup 04 to HB 2

A. I. D. Policy - Pursuant to the Foreign Assistance Act
and A. 1. D. policy, A.!. D. activities in family planning and population
assistance to developing countries cannot incorporate coercive features
relative to the practice of family planning or any mode thereof.

APproved:_~_~~~?,.............,~--=----..~_
Daniel Parker
Administrator

A. I. D. Policy - A. I. D. will continue to support research
programs designed to identify safer, simpler, and more effective
means of fertility control. This work includes research on both
foresight and hindsight methods of fertility control.

4. Research

A.!. D. Policy - A.1. D. does not and will not fund
information, education, training, or communication programs that
seek to promote abortion as a method of family planning. A. 1. D.
will finance training of developing country doctors in the latest .::;;)
techniques used in OB-GYN practice. A.1. D. will not disqualify such
training programs if they include pregnancy termination within the
overall curriculum. However, A. I. D. funds will not be used to
initiate or expand the pregnancy termination component of such
programs, and A. I. D. will pay only the extra costs of financing the
participation of developing country doctors in existing programs.
Such training is provided only at the election of the participants.

3. Motivation, Promotion, and Training

2

PD-56
June 10, 1974

5. Fees for Abortion Services

A.!. D. Policy - A. 1. D. funds are not and will not be used
to pay women in the less developed countries to have abortions as
a method of family planning. Likewise, A.!. D. funds are not and
will not be used to pay persons to perform abortions or to solicit
persons to undergo abortions.
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A.I.D. POLICY GUIDELINES ON VOLUNTARY STERILIZATION

I. Overview

The World Population Plan of Action of the World popula
tion Conference of 1974 observed that: "All couples and
individuals have the basic right to decide freely and responsi
bly the number and spacing of their children, and to have the
information, education and means to do so.. II

The Foreign Assistance Act (FAA) of 1961 (as amended)
reflects additional considerations:

(1) the process of economic and social development a66ec£¢
and is in turn affected by the pace, magnitude and
direction of population growth; and,

(2) in many LDCs high rates of population growth
limit attainment of broader development goals,
contribute to economic hardship and hazardous health
conditions, and deny opportunities for improved
quality of life for many parents and their children.

In carrying out a comprehensive population assistance
program authorized by the FAA, A.I.D. has responded
to the growing number of LDC requests for assistance
and has helped to make the various methods of family
planning permitted by our legislation available on
a broader scale to the rural and urban popUlation
for use on a strictly voluntary basis.

More recently, LDC governments and non-government organi
zations have requested assistance to extend the availability
of voluntary sterilization services.* Such requests are

~ partially in response to the preparatory work conducted by

'vs service programs include those activities which are pri
marily intended to provide voluntary male and female
sterilizations to persons requesting this type of contra
ceptive procedure. For purposes of this discussion, however,
VS training programs are included, since training generally
requires that trainees conduct supervised procedures on
patients who have voluntarily presented themselves at a
service/training facility for sterilization.
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various organizations which have received A.I.D. support,
including the Association for Voluntary Sterilization (AVS),
the Pathfinder Fund, the International Fertility Research
Program (IFRP), and the Johns Hopkins University Program for
International Education in Gynecology and Obstetrics (PIEGO)
as part of its broad program of advance training in obstetrics
and gynecology. These organizations have contributed to
significant advances in the development of new surgical techni
ques which make sterilization safer, simpler and less expensive
as an outpatient procedure. They have developed specialized
equipment and given LDC medical personnel specialized training
in the practice of obstetrics and gynecology, including endo
crinology, identification of cancerous conditions, maternal
care, and the management of infertilitY,and fertility, including
sterilization procedures.

In providing support for sterilization services, A.I.D.
must reaffirm its long-standing and complete commitment to the
basic principle of voluntary acceptance of family planning
methods and determine basic conditions and safeguards within
which A.I.D. support for sterilization activities can be pro
vided. These conditions and safeguards are needed because of
the special nature of sterilization as a highly personal,
permanent surgical procedure and to ensure that the needs
and rights of individuals are scrupulously protected.

The official positions of national governments are mixed.
While voluntary sterilization has become a basic part of
comprehensive family planning services in many countries, in
some there is only unofficial approval for action by non
government agencies while in other countries there is opposition
to the method. A.I.D. staff and A.I.D.-funded grantees and
contractors must be fully aware of national sensi~ivities and
must receive AID/Wand mission approval before making any
commitments on commencing support for sterilization activities
in any context.

II. General Guidelines

A.I.D. acknowledges that each host country is free to
determine its own policies and practices concerning the provision

~,.. ".'.',.(V
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of sterilization services. However, A.I.D. support for VS pro
gram activities can be provided only if they comply with these
guidelines in every respect.

A. Informed Consent: A.I.D. assistance to VS service
programs shall be contingent on satisfactory determination
by the USAID (bilateral programs) and/or A.I.D.-funded
grantees or contractors that surgical sterilization pro
cedures, supported in whole or in part by A.I.D. funds,
are performed only after the individual has voluntarily
presented himself or herself at the treatment facility and
given his or her informed consent to the sterilization
procedure. '

Informed consent means the voluntary, knowing assent from
the individual after he or she has been advised of the
surgical procedures to be followed, the attendant dis
comforts and possible risks, the benefits to be expected,
the availability of alternative methods of family planning,
the purpose of the operation and its irreversibility, and
his or her option to withdraw consent anytime prior to the
operation. An individual's consent is considered voluntary
if it is based upon the exercise of free choice and is not
obtained by any special inducement or any element of force,
fraud, deceit, duress or other forms of coercion or
misrepresentation.

Further, the recipient of A.I.D. funds used all or in
part for performance of VS procedures must be required
to document the patient's informed consent by (a) a
written consent document in a language the patient
understands and speaks, which explains the basic elements
of informed consent, as set out above, and which is
signed by the individual and by the attending physician
or by the authorized assistant of the attending physician;
or (b) when a patient is unable to read adequately a
written certification by the attending physician or by
the authorized assistant of the attending physician that
the basic elements of informed consent above were orally
presented to the patient, and that the patient thereafter
consented to the performance of the operation. The receipt
of the oral explanation shall be acknowledged by the
patient's mark on the certification and by the signature
or mark of a witness who shall be of the same sex and speak
the same lanqaage as the patient.
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B. Read~ Access to Other Methods: Where VS services are
made ava1lable, other means of family planning should also
be readily available at a common location, thus enabling a
choice on the part of the acceptor.

C. Incentive Payments: No A.I.D. funds can be used to
pay potential acceptors of sterilization to induce their
acceptance of VS. Further, the fee or patient cost
structure applied to VS and other contraceptive services
shall be established in such a way that no financial
incentive is created for sterilization over another method.

Copies of these informed consent forms and certification
documents for each VS procedure must be retained by the
operating medical facility, or by the host government,
for a period of three years after performance of the
sterilization procedure.

USAID Missions should note their responsibility to monitor
A.I.D.-assisted VS programs -- whether such programs are
funded bilaterally or by A.I.D.-funded grantees or con
tractors -- to ensure continuing adherence to the principle
of informed consent. In order to carry out this monitoring
function effectively, all proposed programs -- either
bilaterally funded or funded by A.I.D.-supported inter
mediaries -- shall be approved by the mission and AID/W
prior to any commitment of funds or promise to commit funds
for VS activities. In carrying out this responsibility,
USAID staff should be thoroughly familiar with local
circumstances and government administrative patterns and
be able to communicate effectively with host country
representatives.

D. Quality of VS Services: Medical personnel who operate
on sterilization patients must be well-trained and qualified
in accordance with local medical standards. Equipment ~
provided will be the best available and suitable to the .
field situations in which it will be used.

E. Sterilization and Health Services: To the fullest
possible extent, VS programs -- whether bilaterally funded
or conducted by A.I.D.-funded private organizations --
shall be conducted as an integral part of the total health
care services of the recipient country and shall be performed
with respect to the overall health and well-being of pro
spective acceptors. In addition, opportunities for
extending health care to participants in VS programs should
be exploited to the fullest. Consideration must also be

page 4
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given to the impact that expanded VS services might have
on existing general health services of the recipient
country with regard to the employment of physicians and
related medical personnel and the use of buildings or
facilities.

F. Country Policies: In the absence of a stated affirma
tive policy or explicit acceptance of A.I.D. support for
VS activities, USAIDs should take appropriate precautions
through consultation with host country officials in order
to minimize the prospect of misunderstandings concerning
potential VS activities. In monitoring the consistency
of A.I.D.-supported VS programs with local policy and
practice, USAIDs and A.I.D.-funded donor agencies shall
also take particular note of program activities among
cultural, ethnic, religious or political minorities to
ensure that the principles of informed consent discussed
under "A" above are being observed and that undue emphasis
is not given to such minority groups.
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PREFACE

The central role of education in national developnent
is clearly recognized by developing cOlmtries and by developnent
assistance agencies. The basic issue, therefore, is to decide
through what kinds of education, for which people and at what
costs the objectives of national development are best attained.
A collateral issue, but one of central importance to the Agency
for International Development, is to decide how our resources
may most usef'ully contribute to the improvement of education for
development.

This Sector Statement on Education is in no sense a
definitive response to either of these issues; it is rather a
thoughtful. analysis of our past experience, and an indication of
the main directions our support of educational development will
take in the future.

(1M 2:1)

These directions are based on our perceptions of the
evolving problems of educational development, and of the relatively
l1m1ted role which this Agency can play in it. They are put forward
without dogmatism, but with the conviction that'the approach indicated
and the program emphases identified constitute an important and
distinctive role for the Agency to play in education for developnent.

The Statement indicates significant past achievements in
education by LDCs through use of their own resources, and with the
help of developnent assistance agencies. It also identifies sane
of the major problems remaining to be solved, particularly those
in which the Agency has, or can create, the resources necessary to
make an important contribution. It recommends redoubled efforts to
relate learning, both in and out of schools, to overall develop:nent
goals.

The objective of helping to provide more useful. education for
more people at feasible costs is not a new one in AID. The real
significance of the Statement is that it defines an ap,proaeh and a
set of priorities for AID through which this object!ve may be more
effectively achieved.

~H~+(-~
'8ni~trator
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AGENCY FOR TIiTERNATIONAL DEVELOFMENT

SECTOR STATEMENT <EEDUCATICIi

I. INTRODUCTION

(1M 2:1)

CUe measure of the difficulty of jUdging wh&tshould or can be
done about ed\1cation in the future is that we cannot perceive very
clearly what has happened in education in the recent past. Even
in a much longer perspective, it is hard to link causes and effects,
costs and benefits, inputs and outputs in a clee.rcut and definite
way. Few human endeavors e.re as beset by variables , inconstants
and unknowns as education. Its proper objectives and content have
been in dispute throughout history, and remain so. Fran the hermetic
lee.rning of ancient Egypt to the "learning to be II of the Faure
Commission, the PurPoses of education have been contested ground.

Even those who could approximately agree on the proper aims of
education have often· found themselves in strenuous argument with
regard to how these. objectives were to be achieved, and this also
continues.

In the crucible of science, education, in many of its fundamental
aSPects, rem&ine. a mystery - how and why people learn .(or fail to
lee.rn), the var.iables of learning endowment, the cultural
imperatives which govern motivation, the strange biological curve
which describes the progress of learning.

Education is an ill-defined and elusive thing, pe.rt mystical
and pe.rt scientific, pe.rt knowledge and part value. In the broad
sense of assimilated human experience, education remains essentially
a secular theology, partaking of emotion and intellect, symbolism
and reality, faith and knowledge, ritu&landrationaJ. method.

Nevertheless, every successful society has grasped the essential
fact that a reasonably effective and realistic learning system is
essential for its survival. and growth. Every modern nation, more
over, has acknowledged that its learning system must reach a large
proportion of its citizens, with knowledge useful to them as
individuals, and· to enable them. to participate in solving the
internal and en.vironmental problems of their societies.

The central. role of education .(or lee.rning) in development is
therefore not in dispute. The basic issue is that of what kinds
of "learning e.re to be provided for how many people, at costs a given



country is able to pay. A secondary, but nonetheless vital issue,
is that of the most appropriate role of external assistance to
developing countries in meeting their learning needs and objectives.

Perhaps the most fUnd8m.ental revisions are in our earlier
assumptions about what education is, who could and should profit
from it, how it should be conducted, how long it takes and what it
costs. Pllt more succinctly, we must modify sane of our past
assumptions about the relationship between education and national
development.

-2-
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'lbese issues are not new; they have been major concerns of both
developing countries and development assistance agencies from the
beginning. But the perceptions of both developing countries and
development assistance agencies with respect to the proper responses
to these issues have gradually changed. In fact, they have now
changed so radically that both face the need for substantial
revision of their strategies for development of learning systems.

Sup E1 to HB 2

In the early stages of development, it was widely assumed that
when education became a national priority, supported by high policy
and large scale canmitment of funds, i twould rapidly permeate whole
populations and, in a fairly brief time, transform "old" societies
into "new" societies. It was believed that education would be the
catalyst for a wider and more eqUitable distribution of opportunity
and income, he8.l.th and security, within the context of improved
political systems and social orders. It was to be the touchstone
for the social,economic and technOlogical skills necessary to
create and maintain modernized, self-generating econanieswithin
two or three decades: .

It is, now clear that none of these things has happened on the
scale or within the time we assumed. BOth developing countries
and development assistance agencies un~stimated the problems
of societal change, and over-estimated the role which education could
play in it. 0Jr earlier assumptions about the nature, costs, time
required and role of education in development have not been borne
out.

This does not indicate that educat,ion as an· instrument of
development hasfalled; it does indicate that education did not
aahieve all the goals which might reasonably have been expected of
it, and that we have held unreasonable expectations about what it
could produce. It suggests. that serious efforts must be made to
strike a bett~ balance between the potentials of education and the
goals we assign to it.

'!he optimism of the First Developnent Decade has tended ,to give
way to a pervasive pessimism which may well be no more realist~c

than our past assumptions. In our concern about the many and
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manifest problems of education in the developing countries, we
tend 'to overJ:.QoA: the real and substantial achieveIllents of the
past twodecadee.

If we consider the educational base fran which the developing
countries began, their progress has been .remarkable, both
quantitatively and qualitatively. If, in~tead, we consider it
fran the standpoint of their current and· future educational
needs, it falls far short in quantity, quality and rate of progress.
Greater reaJ..iS'Ol can be achieved only by a candid examination of
both.

Both the achievements and the problems of educational development
are shared by the development assistance agencies. They have
helped the developing countries, in sane cases, to find the high
road to progress; in others, they have joined them in exploring
what proved to be blind alleys. The aims and priorities of develop
ment assistance agencies were related to but never fully congruent
with those of the. developing countries. The developing countries
were reqUired to give attention to aJ..l the areas of educational
development; the assistance agencieS-Were required, by their roles
and resources, to beselective in the areas to which they woUld
make major canmitments. .An analytical look at the nature and
consequences of these similarities and differences can perhaps be
helpful in charting collaborative efforts in the future.

The amount of AID investment in education has remained relatively
stable for the past twelve years, but as a fra,ction of investment
in LDC educatiOI1 it has declined sUbstantially. MOreover, the
distribution of tlli.s investment, by purpose, category and country
has changed sigp.:ificantly. It appears essential that if the Agency
is to make tlle most effective use of its educational investments in
the future, fUrther well-conceived changes are required.

The purpose of this $ector statement is therefOre threefold:
(1) to examine some of the indices, evidence and trends of
educationaJ.. development during the past decade, (2) to examine sane
of the more important AID activities in education during that same
Perioci, ,aDd (3) to suggest sane basic concepts, Principles and
actionswhi~h should guide the Agency in its educational activities
of the 1970s.

II. EDUCATICEAL DEVELOPMENT niTRE 1960s

serious, widespread concern about educational. development began
in the 194Os. The 1950s marked a period of str.enuous effort to
exge;ftd education at all levels, primarily bu1.1dingupon traditional
andoutto.oded systems. By the beginnina: of the 1960s, however,lt
had becane evident that there were sharp limitations to the expansion
of traditional education, and, even more important, much of it was
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irrelevant to the most urgent needs of national development. This
led to a restatement of educational priorities as a component of
the'United Nations Development Decade.

JUdging by their stated canmitments, and, largely supported by
their camnitments of resources, the primary educational goals of
the developing countries in the First Development Decade were:

1. To prtld.uce the high-level professiorial, technical and
administrative manpower required for national development,
and to create the institutions necessary "for producing such
manpower.

2. To bring about universal literacy - defined as basic
competence in reading, writing and arithJnetic; and a basic
system for maintaining such literacy,

3. To increase educational opportunity at all levels to meet
the growing social and economic demand for it, and

4. To provide for greater equity in access to education at
all levels, far all economic and. social groups.

That these goals were more in the nature of statements of national
aspiration than realistic educational goals for a single decade is
now clear. Moreover, the definitions o"f education and literacy
were based on'concepts of education which have proved, in ma.ny ways,
unrelated to the most urgent learning needs of development. These
definitions are changing but the new meanings of education are slow
to be reflected in the re-orientatioll of national education systems.
Moreover, any effort to appraise progress toward these several goals
is confronted by an astonishing inadequacy of knowledge which can
be brought to bear upon them. The facts we have about ed\1cational
development l'rovlde only a crude and'· unreliable' profIle of what has
actUally happened.

For example, we have rough indications of the magnitude of public
expenditures for education (estimate~ vary from $12 to $18 billion),
but we know virtually nothing about private expenditures for educ~tion.

Least o"f all do we know the educative effects of more modern agriculture
and industry, urbanization, political independence and mass communica
tions.

Scanty as ourknawledge is about the inputs to education, it looms
large by comparison with our knowledge of the ou.tcomes. We know tbat
higher education makes disproportionate demands on public expen4.ithres
"for education-; we are by no means' sure of the relative value Of this
investm.ent as compared with investment in other levels or modes of
education, or in other development sectors.

,t;,..··.·.·.,
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In short, we heLve only limited indices of schoolinS in developing
countries, and even less knowledge about learning in those
countries •

. A further but related problem is that no two countries start
fran the same point, move in the same direction or achieve the same
rate of progress. As a consequence, overall data frequently conceal
more relevant information than they disclose . To lump all the
developing countries together, or all countries within a developing
region, or even all areas in a large country, can be almost as
misleading.

Although general indices have these defects, they nevertheless
have value in identifying broad camnon problems and achievements of
the developing countries. It is, therefore, worthwhile to review
sane of the standard (though by no means precise) statistical infor
mation related to educational development.

School Enrollments

In total quantitative terms, the increase in numbers· of school
age children enrolled in school is impressive. Between 1960 and
1970, school enrollments increased in all regions at about 6 per cent
annually, almost doubling the number in schools.

There is substantial evidence to show that education fran grade 1
through 5 is the most cost effective of all edu.~ation, provided that
the five grades a.re successfully canpleted. This unfortunately is
not the case in many.of the developing countries; in half the
countries of the world, about 50 per cent of the children enrolled
fail to canplete the third year in school. other studies show that
the incidence· of dropouts and repeaters necessitates fran 12 to 17
school years to produce one sixth grade graduate.

The most dramatic increases in enrollments occurred at secondary
and higher levels of education during the decade.

Univm-sity level enrollments more than doubled in all three
regions.

The education of wanen showed a historic change. During the
decade, the enrollment of females kept pace with total. enrollments,
and at the level of higher education in,creased at· an even faster
rate than total enrollments.

'lhese achievements are substantial by any standard; However, two
factors tend to obscure their real significance. First, the very
narrow base of education at the beginning of the decade suggests
growth rates out of proportion to the absolute numbers involved;
and second, the school age population increased more rapidly than
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the population at large. As a result, while enrollments at all
levels increased by around 100 per cent, the percentage of school age
youth enrolled in school increased by only 6 per cent in Africa,
9 per cent in Asia and 10 per cent in Latin America. The percentage
of school age youth in school for the three developing regions was
about 40 per cent; if we assume the same rates of population growth
and school enrollments during the 1970s, and the same modes of
education, by 1980 there will still be no more than 50 per cent of
school-age youth in school. At the present time, more than half the
populations of developing countries have never been to school, less
than 30 per cent of their young people go to secondary school, and
less than 5 per cent go on to higher education.

The inescapable conclusion is that unless developing countries
resorttosipificantlY different and more efficient educational
systems, thel, will fall farther behind 1nmeeting their own national
needs fareducat10n.

QUality and Relevance of Education

As disconcerting as the above figures may be, the current concern
of development assistance agencies - and developing countries - turns
more upon the "relevance" and "qUality" of the education provided
than upon the numbers exposed to it.

In expressing concern about the sUbject matter and qUality of
education in. the LDCs, it is quite possible that the problem is being
both ill-defined and over-stated. There is no doubt that many develop
ing country school systems remain trapped in 19th century educational
curricula andmethodoiLogies. But it is highly questionable that the
overall qUality of education has declined, or that the subject matter
is wholly irrelevant.

As a generalization, it seems certain that the quality of LDC
education has improved during the past decade, and in some countries
it has improved sUbstantially. (This observation relates to national
education systems, not to the few schools available only to the well-to-do
families). Rote learning persists, but it is widely undergoing reform.
Teacher education has been re-oriented, new materials and methodologies
are gradually being introduced. The quality of education at the
university level, around the world, not only has been greatly expanded,
it has improved substantially in breadth, quality and relevance.

Recently there has arisen a growing awareness of the divergence
between what LDC schools teach and the knowledge required by LDC
people to improve their "quality of life." This is, without doubt,
a serious problem, but it also can be over-stated.

i.·..".'.·.··.·.•·.···..
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For e~~e, th~e is a tendenoy to blame the kind, and queJ.ity
of edq.c~;t~Qn far a whole host of problems, such as unemployment.,
urban migratiOll ..a.pd ill-health.

AI.though education can bear on all these pro:blems,the1r real
origin liea in .structural imbalancfits and Qonl:DaJ.ies - politic&l,
economic, and cultural. When these are attacked effectively
through direct _etion, education can be a powerful instrument for
facilitating change. When they are not, education is relatively
ineffective in pr,oducing change, or does so only over unacceptable
periods of time.

lJhere is, of cour~e, no question about the need and the possi-
.bilities ofre+ating education more reali.stically to econanic and
social requirements. But it is equally 1mpor;ant to umerstand what
education cannot do. <XLe of the great disabU.ities under which
education l'iLb?Fs istbe tendency to assumet1lat it can 'ar should solve
problems which arise from factors entirw outside- its purview.

It would probably sUJ'Pl'ise many critics of developing country
education to know bow much is, in fact, taught about health, hygiene
and the social skills required for adjusting .to a changing society.
The fact that such instruction does not overwhelm the family pattern
of behavior, or the cultural verities in which the children live,
simply .. corroborates what American educati~ research has discovered
here at home.

These observat'ions are in no way a defepseof" schoOl systems which
teach less useful things to too few people at costs a poor country
can ill-afford. It is a reminder that while scl1oo1ing in the developing
countries is tar·. less; effective, for th,. Uulividual and for society,
th8tii we would 1$ it to be, it is probabil far more q,setul than we
tead to concede.. This seems to be borne out by research, which shows
a high correlation between number of years ~f LDC schooling and
propensity for adapting to new ideas and practices in agriculture,
industry, and, indeed, almost every aspect of' ''modernization.''

Costs and Benefits,

PubJ.ic e~nditure for education in the developing countries
increased at an annual rate of about 11.8 ]?er. cent throughout the
decade of thel960s. It was highest in Asia, at 14.1 per cent, with
Latin America at 11.3 per cent and Af'rtealOper cent. Asa percGtage
of public budgets, education expenditures in the develapingcountries
compare favorJl,bly with those of the united States, Europe'8l)d the
Soviet Union.. , For all countrif!ts qf the>worl.d,the figure is about ;1.6
per cent. For Africa it is about 16.~ per ,cent, Latin .Am.erica15.4
pe7: cent 'and Asia 13.2 per cent. ' .

.But with 75 per cent of' the young people in the world, the developing
countries were able to spend only 10 pereent of the amount ccmnitted
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by the developed countries for education. Although public expenditures
for education increased by upward of 100 per cent, rapidly rising
population and costs per pupil held the increase in the percentage of
school age youth enrolled in school to about 8 per cent.

There are few reliable cost/benefit indicators for education in
the developed countries; and those we have are even less applicable
in the deteloping countries. <De consequence is that there is a
continuing controversy with regard to whether the developing countries
invest too much, too little or incorr~ctly in education. It is
generally agreed that LDC education is internally inefficient and
externally far less effective than it should be. While this juBgment
is no doubt partially correct , it must-be tempered by two considerations :
resources require that the per pupil expenditure of funds be kept very
low, and judgments based upon econanic hypotheses can be very misleading
when applied to LDC education.

Fo1' example, sane econanists insist that vocational .training in
formal educational institutions makes little sense on either
educational or econanic grounds, and there is considerable empirical
evidence that this is true in manY countries. What is frequently
overlooked is that the problem arose in large part because many of
the early assumptions about growth and diversification in the economy 
Particularly' in the modern sector - were unrealistic.

The main problem with vocational education, as we see it now~

appears to be that it was conceived, conducted and financed far too
much in the mode of the devel d countries rather than as an' ad unct
to sp!c 'icdevelopnentgoals and 'activities.

Another case in point is rural education. Here again, there are
fewindicatora which bear directly on the great diSParity ofeduca't1onal
opp6rtunity between urban and rural populat.ions. Thus 1'ar, a very large
proportion of educational expenditures has been in urban areas, despite
the fact that most of the people in the LDCs live in rural areas. In
total numbers ,rural' populations cohtinue to grow more rapidly than
urban ones, and this trend appears likely to continue for the rest of
this century.

'lhe costs of. -extending' equal ed.ucational opportunity to large
widely dispersed ~opulations are high, particularly through use of
traditionalmethods . And it is not at all clear what the benefits of
such an investment would be. In sane instances it has produced gre8.tly
enhanced acceptance of more modern agricultural practices; in others
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increased migration to urban centers of the brightest yOWlg
people in the countryside.

(1M 2:1)

But the most interesting, and, in some w","s, the most
controversial of all·a.re· deVeloping country·investments in higher
education. This is so :fb'r two reasons :(1) it ,r,epresents one of the
largest investments and m,ostdramatic grdWths ofw-aspectof educa
'tion, and (2) it bears most iJmnediately and most directly upon all
aspects of development •

In 1960, there were approximately 150 universities in Asia, 28 in
Atrica and 141 in Latin America for a total of 319. In the single
decade of the 1960s, this number increased, by 263 inetitutions, 84
in Asia, 52 in Africa and 127 in Latin America. The'legitimacy of
their claim to univerl!iity status varied widely, but all these
institutions asserted the claim and many deserved it.

At the same time, substantial numbers of new research institutes
were being established - 25 in Asia, 45 in Africa and 37 in Latin
America.

In sbort, during tbis ten-year period, the number of university-level
institutions in the developing regions almost doubled - from 431 to 801.

At the same time this enormous growth in tbe number of new universities
and research institutes was taking place, almost alltbe older institu
tions were engaged in major modernization and renewal. Both new and
old received large-scale support from their national governments and,
many of them, very substantial assistance from external donor agencies.

There are allegations, in sane cases probably justified,that the
universities are simplY building new elites, not m&rkedlydifferent
in motivation or behaviot:fran the old ones. SCQ.e of them have a
growing number of unemplQYed graduates, trained in disciplines with
little relevance to devel~~t, or refusing to move to the towns,
villages and countryside where their skills are' needed. The methods
of financing them produce serious inequities between those who benefit
tx'an higher education and those who pay for it.

Q1 the other hand, the absolute requirements for strategic manpower
and institutions have been ~ryBubstantiallyameliorated. The great
majority of the developing countries now have universities and prof
fessional institutions capable of producing most of their requirements
for highly trained manpower. A large 8bd growing se8lllent of leadership
in every aspect of developnent 1s now being provided by graduates of
developing, country universities.

During the past few years, universities and research institutes
haVe assumed increasing responsibility, as institutions, for greater
contributions to national development. In the field of agriculture,
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<De of the remaining pervasive problems of LDC education is that
of teaching materials and methodologies geared to their uses.

Despite the doubling of students in school during the decade,
the ratio ·of teachers to student kept pace reasonably well. Using
the developed countries as a measure - 1 teacher to 25 students 
Latin America has 1 for 32, Asia 1 for 36 and Africa 1 for 40.

Teachers

This development of higher education may be viewed fran many
standpoints -as an unwise and unwarranted investment of scarce
resources, or as far-signted,necessary action to accelerate
development and achieve intellectual parity in the world caumunity.
Or, of course, sanething in between-, depending upon the circumstances
of each individual country. The fact· appears to be that no one can
say with any certainty what the consequences have been or will be,
ten or twenty Years in the future, of this massive investment in
higher education, or what the benefits and costs would have been of
alternative forms of investment.

it seems clear that many developing countries would now be facing
famine if these institutions did not exist.

It has becane increasingly clear that one of the keys to both
quantitative expansion and quaJ.itativa improvement of education is
shifting more of the initiative in learning to the learner. Yet
there is no way of doing this without the materials by which self
instruction can take place.

It seems clear, however, that inasmuch as many LDC institutions
of higher education now exist, with trained staff and reasonably modern
facilities, that further investments in higher education should be
designed to capitalize upon what exists - to strengthen weak spots, to
ma.k.e programs and curricula more relevant to national development needs 
in short, to get the most and the best fran what is in place.

As in the case of teachers, every developing country has made
~a. to improW' the quality and availability of learning materials,
so far without any marked success.
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<he basic problem is that the education budsets of developing
countries areaimost totally absorbed by the salaries and other
fixed operating coSt'S of their school 'systems. Any growth in budgets
is instantly devoured by inexorably rising costs of education.

Another problem is that few countries have people qualified to
create high qUality instructional materials, or publishing and
distribution systems to make them widely and inexpensively
available.

Many developnent assistance agencies, including AID, have
attempted to help developing countries solve, or at least substantially
ameliorate, the educational materi al.s problem. Although there have
been a few relative successes, and recentl.ysane pranisiNs new approaches
have been tried, the problem remains one of fundamental importance to
educational development.

Methodologies - Technologies

'lhe issue of methodologies and technologies of education does not,
of course, stand apart fran teachers orlea.rningmaterials. In fact,
throughout the decade, nearly all LDCs considered that methodological
and technological changes could be effected only through improvements
in teacher education and use' of teaching materials. While deVelopment
ass~stance agencies frequently had higher expectations from such
improvements than were apparently warranted, there nevertheless were
significant gains in the quality of instruction through these improve
ments.

Toward the end of the decade, however, it became increasingly clear
that two things were happening: (1) the marginal improvements in
methodology and technology of education were not making education
effective enough, or attractive enough, to hold and provide acceptable
education for the children in school, and (2) the sloW rate at which
the proportion of school age youth in school was growing meant that
in many countries there was no prospect in the foreseeable future
of education for more than fifty to sixty per cent of the young
people needing it.

It was at this point that two major concepts began to be taken
seriously - radical. educational. reform in the schools, based upon
extensive and systematic use of new ccmnunications and instructional
technologies, and application of these same technologies, in diff~ent

ways, to reach large out-or-school populations both young and adult,
with useful learning opportunities.

'lhese concepts have steadily gained ground conceptually, but only
a few countries have found ways to 1.mpl.ement them on a,significant
scale. And there are important problems associated with both.
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development has improved enormously. t.·"'.".·.;'.·.~'····
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There are a few countries in every developing region which have
gained valuable experience with the neW educational technologies;
many countries are now seriously investigating the potential of out
of-school education for development; and nearly all of them are more
realistically facing the issue of educational finance, .cost and
efficiency.

Other Factors Bearing on Educational Development

In many ways, the most significant development in education duriIlfi
the past decade has been the lea.min§e~ienceof educationaJ. and
political leaders. All the problems wh~have been discussed here
are now well known to them. TheobjeC:tives,. methods and subject
matter of.deducationare more open to question than they nave ever
been before, by developing country leaders themselves.

They no longer have to depend on imported wisdom or foreign
experience. They have all been through at least a decade of struggle
with the costs, deficiencies and consequences of their school systems.
Nearly all of them now recognize that more useful education, for more
people, at costs they can even hope to pay require not only the reform
of school systems, but a more systematic and sustained effort to create
national learning systems, in which nearly everybody has access to
some form of useful learning. Moreover, in almost every country there
is a substantial number of highly qualified professionals who are
fully aware of the problems, constraints and alternatives which cont'ront
them. Compe.rative knowledse and experience are being more widely sh&t-ed;
reform and innovation have become accepted as educational imperatives.

Tnere is however, accumulatiIli experience which tends to show
that the new instructional media and technologies do have great
potential for both in,..school and out-of-school populations. ~
unless' this potential is fully developed and utilized, the prospects
for more and better education for the people of the developing
countries are dim indeed. .

This does not mean that solutions to educationaJ. pr.ob1ems will
be easy or assured. Experience has shown. that there is no quick,
inexpensiva way of prarlding useful education for whole populations;
that development of ''human resources" is the most expensive, cooxp1ex
and lengthy process in any society.

Educational leaders in the developing countries have learned these
things the hard way. '!bey, and we, know that educational development
in the decade of the 1960s did not fully succeed, but neither did it
fail. It succeeded in that the developing countries built better
traditional educational systems for far larger numbers of their
people than ever had access to education before.

Sup El to HB 2
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The problem of thilJ>dec&de is twofold. 9leparl iato build non
traditionallearn1Iiftislstems that can r~aCb.very large proportIOns
of their people, 'Wi useful knowledge, at acceptable costs. This
will require neweducat10nal coneepts,thedesign of new systems,
testing of those systems before they are fully designed&nd appli
cation before they are fully tested. The other Par&1.1el need is
to make significant incremental improvmnents in the traditional
systems, which will continue to bear much of the educational load.
A third implicit need is to develop appropriate divisions of labor
and mutually supportive linkages between the "traditional" or formal
learning systems and greatly strengthened non-formal systems.
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(Note: The Appendix to this statement contains a
number of tables which show in sane detail the
magnitude, nature and distribution of AID's past
and. projected expenditures in education for
FY 1960-75.)
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Examined by the three main obligation categories, cbligations for the
education sector were 6.2 per cent of the grants, 2.5 per cent of the
loans and 8.1 per cent of the local currency.

Because of the many different w~s in which technical assistance funds
have been made available, and the inadequacy of the records accounting
fbr them, it is not'possible to 'specifY the percentage of technical
assistance project funds obligated for education. An inspection of such
records as are available and relevant suggests that education accounted
for roughly 20 per cent of such funds.

Fran FY 1962 through FY lenO, AID obligations for the education sector
remained relatively stable--aversging around $142 million a year.

Of the total obligations for the education sector for the decade, the
obligation by Region was ;In Asia $503.5 million, followed by Latin
America at $407.6 million, Africa at $266.1, and SUpporting Assistance
countries at 87.7 million. AID/W obligations. accounted for $137.8 million.

In the period 1960-70, the Agency for International Development invested
about $1.8 billion in education in 70 developing countries. Of this
amount $1.38 billion was directly in the,Education "sector" (Code 600)
and $423 million was in clearly identifiable education components of
other developnent sectors, principally agriculture, health and sanitation,
labor and public administration.

Although AID investment in education was substantial, as a percentage
of total econanic assistance it was very small. During the FY 1960-70
period, AID's obligations for all econanicassistance totailed $27.3 billion;
obligations for the education sector were $1.3 billion, or 5 per cent of
the total. If we include the education canponents of development sectors
other than education, the percentage rises to only 6.6 per cent.

The General Profile
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Neither is there any ob~ective way of evaluating the results of AID's
investments in education. As we have seen, even. the monetary obligations
are, in III8D1' cases, iJnpossible to quantify accurately. When we enter
the area of qualitative results, we must depend almost entirely on reason
and informed ~udgment.

tis is true in large part because, as has been noted earlier, in education
the relationsbipsbetweencauses and effects, inputs and outputs are hard
to establish. Alth~ sane significant evaluation efforts have been
made over the years, they do not add up to dei'initive conclusions regard
ing AID's assistance to 'education.

There are sane generallzations, however, which seem to be supported by
facts, reason and ~udgment: (1) AID's inves-qnents in the 1960' s were
a ma~or aDd, on the whole, positive force for educational developnent,
(2) despite sane legitimate differences of view, their main emphases
were fWldamentall.y sound,and (3) the magnitude of AID's obUg.tions
and methods of implementing them, largely through non-governmental
institutions, paid great dividends to both developing countries and to
American' education.

These generalizations are in no way intended to obs cure the fact that
there were indi'V1.dual pro~ect failures; sane of these resulted fran ill
conceived pro~ects, poor management or bad luck. In other instances,
develop1ng countries s1mp3¥ did not have the stability, administrative
talent or perseverance to 1'o~low-·through on well-conceived programs.

Bevertheless, looked .t in· the hrge,. the numerous, diverse and long
\em ectUCatlonaJ. devel.opent enterprises supported by AID have been
sUbstant1!l1l successful. Insane cases, AID assistance has been crucial
to the acb1evement of'· ma~or educational object!ves.

ZLeve:a. M1m1X'W!r- ,lIiIf' ot our total obligations 1'01.' education were for thedevelopnent
of iJuI't:ltutions· of' professional and higher .. education. This was clearly
respoaai'ft to a ma~or educational need of the !,DC's in the 1960' s: to
produce the. pro1'essional, technical and administrative manpower required
for uat:lODal developnent, Bld to create the instituUons necessary for
Prodtlc1D& such manpower.
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At the middle manpower level, AID invested $94 million in technical
education, including teacher education, in 59 developing countries.
Although the evidence is not clear regarding the effect of these invest
ments on the quantity andquallty of technical manpower, they undOUbtedly
were highly"benef1cial in'many countries.

Nearly all; tbeseefforts were designed to achieve qualitative ,,improve
ment in teaching, research and professional services in sectors critical
to development. In terms of funds and tecbnicalassistance,~iculture

ranked first, as fundamental to the lives and livelihoods of most of the
people in all the developing countries. Few, if any, would challenge the
proposition that the Agency's investments in agricultural development,
through education, research, and :i.ristitutional services was its single
most important contribution to development in the 1960's.

Expansion and improvemm t of higher edncationto produce the professiona.l
and tectmicaJ. leadership for whole systems of education was a ccmpe.rable
priority. Wbile:measurement of progress in education is more difficUlt
than in agriculture, it seems clear that the assistance provided by AID
significantly improved the capabilities of the developing countries to
educate their own leaders for political, economic, technological and
social. developnent.

•

Through the expenditure of these funds, same of the best professional
and educationaltal.en,tof American uniV'ersit1es was brought to bear
directly'up~ the rapi:d developnentofscme 100 LDC universities, pro
fessionalschools and. higher research institutes.

In addition to participating in development of higher education in the
developing countries, same 170 U.S!un1versitiesprovided, under AID .{'itt
contracts, undergraduate and graduate education for around 70,000 develop- W
ing country nationals.

Elementary and Secondary Education

-In __these areas also, AID's efforts were directed primarily at quaUtative
1mpro~-~n system management, curriculum reform, learning materials
and educationa1-~hodolog1es. A substantial part of these efforts were
through teacher training and education'l?rograms.

The degree to which elementary and secondary education, were perceived as
an AID priority varied considerably within and between Regional BUreaus.
For example, the Latin America Bureau obUgated $14 million for elementary
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education but slight1¥ less than half that 8lll01JJ,1:t; forsecondar'Y education.
en the other hand, the Africa Bureau obligated twice as much ($30 million)
for secondary education. The Asia Bureau obligated small amounts for both,
except in two countries where large amounts of U.S. owned local currencies
were used in elementary education. These figures probably do not reflect
accurately all the investments AID made in elementary and secondary education.
Many educational activities were conducted and coded under other sectors;
teacher education was considered a sub-category under "technical education,"
and a number of important teacher education projects were of a composite
type and classified as "other - Miscellaneous."

The result of all this was that students in many LDC's had access to higher
quality education ~ha.n otherwise would have been available. Thus AID
contributed signifi~tl¥ to achievement of another LDC educational goal-
improvemellt in educational opportunity at all levels to meet the growing
social and economic need for education.

Literacy and Eq'lii.ty in Education

These two major educational objectives of the LDC's at the start Gf the
Second Development Decade have proved, perhaps, the most elusive of all.

Most countries, with the aid of UNESCO and other agencies, have mounted
literacy programs of substantial size, but the present judgment is that
few of these have achieved the real objectives of the struggle against
illiteracy. Despite the fact that in 1970 the number of literates had
increased and the illiteracy rate had. declined, there were 50 million more
i111terates than a decade earlier.

Neither has there been attained anything approaching equal access to
education in most developing countries. .The very poor, the rural popula
tions and the sociall.yor ethnically isolated continue to have least
access and the lowest quality of education.

In retrospect, it appears thatPEEnaps the Agency espoused too completely
the "fran the top down" concepto£ educationaJ. development. In any event,
only minor obligations were made for basic ( literacy) education, for rural
populations, women and girls or mi~ts to urban areas. Few efforts were
directed at achieving more equitabl,esharing of education costs and benefits,
or in reaching out-of-schoolpopulat1ons with useful learning opportunities.

These problems were reocgnized, but they are open to direct action by
developnentassistance agencies anlywhen there is greater recognition
of thepI'Q:blems and priorities for action by the developing countries
themselves. AID therefore sought to assist the LDC's in formUlating
concepts, building institutions and evolving delivery systems which enable
them to attack these problems more effectively.
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The small and tentative nature of efforts to develop educational technology
in the 1960's is understandable, for several reasons. Experiments with
and applications of camnunications media for education ha.d proved both
expensive and inconclusive in the tJnited states. The skills and knowledge
for introducing educational technology effectively in the LOO' s were minimal.

However, during the decade, three important new elements entered the
picture (1) evidence mounted that traditional, even marginally improved
and expanded,sChooling could no~ even ameliorate substantially the
problems of education in the LDC' s, (2) new communications and instruc
tional systems entered a period of extraordinary growth and developnent,
and (3) developing countries were acquiring modern communications systems,
and the ability to manage them, for purposes other than educatiol'lal
development.

Costs and Benefits of Education

As in the case of technology, worldwide concern about the costs and
benefits of education did not arise until relatively late in the 1960' s.

Instructional Technology

For the first half of the decade, the attention of all developing countries
and development assistance agencies was focused upon the building of
traditional systems of education, albeit adapted to local needs. Considerable
attention was given to improved teaching materials and methodologies. But
the fact that these would prove shortly to be inadequate in terms of quality
and wholly unable to cope with the need for providing access to learning
for large proportions of LDC populations was not widely perceived until
late in the 1960's.

A few countries experimented with .specialized applications of modern
ccmnunications media, and AID provided assistance to a number of them.
In 1965 AID began support of a substantial program to introduce instruc
tional TV in E1 Salvador, and in 1968 funded a major evaluation of the
program. In 1967, the Agency provided support for a sizeable rad1o~

correspondence program. in teacher. education in KenYa. In 1966 major
support was provided to the Government of South Vietnam in the develop..
ment of instructional materials and technology. In all, by 1970, the
Agency had funded 14 projects in communications technology for develop-
ment, totaling $4.5 million. .
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Earlier in the decade,publ1c budgets tor education were expanding s.t the
rate. of 12. J>er centpe~year;internationalassistaaee agttn<:ies were
proV1dingsubstantial;sUIDB for education development; per capita costs
of education were still relatively low; enrollments in secondary and
higher education, where costs were higher, were still a minute proportion
of total enrollment.

The benefits of education--almost any kind of educatian--were assumed to
be great. Education was generally regarded as the touchstone of "moderni
zation" and developnent, and was therefore believed to be worth whatever'
it cost. Fa!th was particularly placed in the benetits of tech nical and
higher education, the two most expensive forms.

Development assistance agencies, including AID, tended to share these views.
The long land grant college tradition of the United states provided AID
with a strong bias in favor of agricultural, engineering and technical
education; but the doctrine of universal literacy as a prerequisite to
social and econanic development also was largely accepted.

One consequence of this was that the Agency invested essentially all its
education funds--probably in excess of 90 per cent--in formal schooling/
education, and well over half of it in higher and technical education.
Since it was obvious that no external agency could begin to assume in
every country the costs of large-scale expansion of education, the quali
tative improvement of formal education/schooling was accepted as the proper
role for AID. (It should be noted, however, that AID did contribute
significantly to non-formal learning through technical assistance in other
sectors.) While this focus on quality was undoubtedly correct, one result
was that the benefits of better education were accompanied by rapidly
increasing unit and total costs.

In the second half of the decade expanding budgets for education began
to collide with budgets tor other essential development sectors. Annual
rates of increase in educational expenditures leveled off, then began to
taper off.

Concurrently, the phenanenon of the "educated unemployed" began to appear
in more and more countries. The inordinate costs of technic al and higher
education became more obvious when graduates could not find acceptable jobs •.

For tbeseand other reasons, the second half of the decade produced the
growing "crisis in education. II. However, even after the financial problems
of educational developnent were recognized, our knowledge base was totally
inadequate to provide useful guidance to the developing countries in this
area. Both LDC's and development assistance agencies had growing appre
hensions about the benefits of schooling/education, while every system
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During the decade, 15 countries of Asia receivededueational grants and
loans. Six of these countries (India, Afgha.nistan".Philipplnes, Indonesia,
Korea and Turkey) received 56 per cent of the fUnds programmed by country.
Ten percent of the total fUnds were programmed for regional projects and
the ~ning 10 countries received 34 per cent of the total.

Of the 32 African countries receiving aid in education, 6 (Nigeria,
Ethiopia, Liberia, Sudan, Guinea and Libya) received 50 per cent of the
funds programmed by country. Eighteen of the countries received only
5 per cent of the total and the remaining 8 received 19 per cent.

However, 26 per cent of the total funds obligated for education in Africa
were for regional activities. Even these regional funds tended to benefit
most the countries receiving large direet;grants· and loans. )bat of the
eighteen rece1ving least asaistance did participate substantially in
regional. educational development projects and in training abroad.

AFRICA BUREAU

During the decade, the Agency obligated funds for educational developnent
in 25 countries ot Latin America. Large loans, made late in the deeade,
radically increased AID assistance to three countries--Brazil, Chile and

At the other end of the seale, there were many countries which received
so little assistance tbat they could not have benefited materially unless
the projects were of a partiCUlarly creative research and development type.
This does not appear to be the case. Moreover, these tended to ,be the
very least advanced countries whose main benetit from AID projects was
participation in the relatively large ~ounts of funds programmedona
regional basis.

LATIN AMERICA

Distribution by Country

In all Regio,ns, investments in education were largely concentrated in a
few countries. In general, these appear to have been selected because
they were wge, relatively ad.vanced educationally and, therefore, capable
of pace-setting in their region. In some instances ,these considerations
apparently do not apply, and there were presumably other reasons for large
educational investments in them.

remained caught in the iron grip ot ris1ng coats. It was not until the
last year at ··the decade that AID· andother.ASs1stance agencielJformalq
addressed themselves to the centralissueot· costs, benef'itsand efficiency
of education.

Sup E1 to HB 2
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Colombia. These three countries received 50 per'cent of the educational
funds AID invested in Latin America. Another nine countries received
25 per cent of the total and 5 per cent was obligated for regional projects.
The remaining 13 countries received 20 per cent of the total.

Supporting Assistance Countries

The shifting of countries among Bureaus makes securing precise overall
data very difficult. However, the countries now incl uded in the Support
ing Assistance Bureau--Jordan, Laos, Khmer Republic, Thailand and South
Vietnam, received AID assistance for education. All received substantial
amounts, with 52 per cent in South Vietnam, 23 per cent in Thailand,
13 per cent in Laos and the remaining 12 per cent shared by Jordan and
the Khmer Republic.

Loans

Late in the decade, the Latin America Bureau began making substantial
loans in education. This very significlll1tly increased the funds obligated
for education in Latin America. But the bulk of these- funds was authorized
in FY 1969-70 and disbursements are very largely scheduled for FY 1971-75.

Of the $300 million in 51 loans authorized, 83 per cent was in Latin
America, 10 per cent in Africa and 7 per cent in Asia.

Participant Training

The participant training program was (and is) one of the largest and
most su stained educational programs supported by AID. It began in 1942
when Latin Americans were brought to the united States fer training.
In 1948 it was expanded under the Marshall Plan, as part of the re
habilitation of Europe following World War II.

In the decade of the 1960's, an average of about 15,000 participants per
year, from the developing countries, received training under this program,
in the United States and third countries. The costs of this program
averaged in excess of $40 million per year. A very significant aspect
of this program is that cooperating countries share in the total costs
of participant training. Most countries pay the costs of international
travel of their participants, bear most of the costs of preparing parti
cipants for departure,' and many countries maintain the participant's
family through continuing salary payments during the training period.
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It would be impossible to quantify this contribution or to specify
its educative effects. Nevertheless, any sensible appraisal of
the Agency's investments in education must take serious account
of its overall technical assistance program.

By its very nature, all technical assistance is in sane degree
an educational activity. The sharing of knowledge andexperience
j,ndealing with specific problems is undoubtedly one of the most {'~

effective of all modes of learning. ..,

VirtuaJ.J.y all the obligations for participant training were
investments in LOC education. However" these were spread over
all sectors and were fora great variety of education"ranging
fran short term specialized or on-the-job training to academic
graduate and even post-doctoral programs.

During the decade, AID invested $11.6 billion in development grants,
about 25-30 per cent of which was in the form of technical assistance.
Of the total development grants only 6.2 per cent was classified
as "education." It therefore seems reasonable to assume that
technical assistance activities, other than those classified as
e4ucation, made a very important contribution to the learning of
developing countries, in fields central to national developnent.

SUp E1 to HB 2
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IV. AID INVESTMENTS IN EDUCATION - FY 1971-75
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There Juoe significant similarities and differences in the pattern
of AID investments in education for the periods FY 1960-70 and FY 1971-75.
To some extent these arise from the fact that half of the latter period
constitutes projections in which firm program commitments have not been
made. However, certain trends can be detected which merit examination.

The General Profile

The total A.I.D. program in support of education during FY 1971-75
is expected to be at about the same level on an annual basis as the
1960-1970 period - $166 million per year for 1971/75 versus $164 million
for 1960/70 (see tables II and X). The largest part of this will be
loans ($307 million), and of the loans, sector loans will make up the
bulk. Technical assistance outlays directly in the education sector are
projected to be $174 million during the period but an additional $195
million is projected for education technical assistance through other
sectors.

Active technical assistance ro ects, funded by Regional Bureaus,
total ion or t e ive-year per1od. Projected technical as-
sistance projects bring this total to $174 million, or an average obli
gation rate of about $35 million per year. This is roughly half the
amount obligated for such projects annually during the FY 1960-70
period.

Since three of the five years in this period were projections, it
seEllls likely that obligations for this period are under-stated. More
over, with the present thrust of the Agency toward new and more innovative
modes of educational activity, obligations during this period are less
predictable than would normally be the case.

Same increase in centrally funded research anddeve16pment projects
is contemplated, but these amount to only 2-3 per cent of the total.

The one very significant new fact revealed by this analYsis is
that the Bureau of Population and Humanitarian Assistance has become a
very major factor in AID supported educational activities. The obli
gations of FHA in education require further analysis, but the basic
figures have been reviewed and validated by that Bureau.

It is rather startling to note that during the five years beginning
FY 1971, FHA obligations and projects for education total almost ~s much
as the technical .. assistance obligationBdof the four Regional Bureaus com'"
bined. (PHA $162 million as compared with $174 Minion or all Regional .
Bureaus.) -
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Among the several major similarities between the program in educa
tion during FY 1960-70 and FY 1971-75, is first, the continuing emphasis·
on professional and higher education, and relatively stable obligations
for technical education. Second is the continuing trend in Latin America,
and lack of it ill other Regions, towards large scale funding .of education
through project and sector loans. fij

A third is the tendency to extend old projects and a concomitant
small number of new starts. Of the 104 active technical assistance
projects in education in FY 1972, 69 were over five years old and 32
were 10 years old or older. Only 24 new technical assistance projects
were initiated by Regional Bureaus in FY 1971-73. Ten of these were in
Africa, 9 in Asia, 4 in Latin America and 1 in Supporting Assistance.

•

The age of a project, of course, is not a good single criterion
of its merit. Significant institution building projects usually should
have a carrmitment of five years, and in sane cases even more. However,
there are other types of projects in which five years should see the
project phased out as completed ornot worth continuing. Even institu
tion building projects should be required to present very special justi-
fication after ten years. .

This trend has profound implications for Agency strategy in
education; it seems to indicate that the Agency's investments in edu
cation have became increasingly deVelopment problem oriented rather
than education oriented.

S1m11arities and Differences

Another remarkable feature of the FY 1971-7, trend is that the
percentage of Am I s investments. in education through other sectors
shows a sharp rise. During the period FY 1966~70, such oblIgations
were 2:3 per cent of the total obligations for education while in the
1971/15 period they amounted to 44 per cent.
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There were also marked differences. One of the most important has
been nQ.ted - the large scale obligations for education through other
development sectors,· particularly in population•.

It should also be noted that total expenditures for education in
the 1960s included large amounts of U.S. owned local currency. During
the FY 1971-75 period, such expenditures will be minor.

Another important: dissimilarity is the emphasis during the current
period on educat1onal. innovation, res earch and development, and concen
tration by TAB (and to some extent by Regional Bureaus) on the key
problem areas of educational technology, non-formal education and edu-

'-' cationa1 finance, costs and efficiency. However, these new program con
cepts are still evolving and are not yet significantly represented in
the Agency's total obligations for education.

In fact these new concepts account in SOMe measure for the paucity
of new project starts in education since F'l 1971. Traditional educa
tional projects have been increasingly looked upon with skepticism, and
neither the Agency nor the developing countries have made the transition
from new concepts to new programs 0

v. TOWARD AN AID STRATEGY IN EDUCATION

The concepts, principles and actio~ proposed in this Section do
not constitute a strate for LDC educatiow deve10 ant. Such a strat-
egy must e pr y es gn y t ose w: 0 ve e au or~ y to make
strategic decisions and the resources with which to implement them.
This means that educational strategy properly rests with the leaders of
the developing countries.

The role of the Agency for International rsve10pment is, therefore,
not to design educational strategy, but to influence and facilitate it,
in areas in which our lmow1edge, experience and financial resources can
be a constructive force in helping to achieve strategic goals.

To play this role effectively, however, requires that we join with
the developing countries in a continuing search for more realistic goals
in education, for more effective methodologies to achieve those goals,
and for better instruments for measuring results. The concepts and
principles by which we are guided, and the actions we take can become an
evolving AID strategy in education.

Even in this limited definition of strategy, regional and countrY'
variations are necessary. Although there are worldwide commonalities
in educational development, there are also important differences.



The educational strategy of each country, to be successful, must be
based on a realistic assessment of its particular objectives, resources
and constraints. To the extent a country strategy appears wisely con
ceived, the AID response should become a helpful element in iJlplementing
that strategy. When it appears ill-conceived, the AID role should be to
assist in evolving modifications or alternative strategies.

£... '.,...'..•.'..,
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This type of analysis is, of course, not easy, but neither is it
impossible. It need not necessarily be, highly technical or require
carrplete data. It must be a systematic and rigorous examination of
all the component parts of an educatioD/learning systeJILJ their relation
ships .to each other; their critical intersections with other sectors,
and the ways and degrees to which they contribute to achievement of the
goals of national. development.

It is equally important that sector analysis in education lead to a
balanced view of its external relationships.

Most professional educators (and this 1s largely true in all sectors)
focus their attention upon educational develOPment as a relatively self- ~f':~~

contained system. The fact that education is only a part, although an •
important one, of the larger system of na:ti<maldeveloPment is often in-
sufficiently recognized in educationalptann!ni and practice.

More than perhaps any other development sector, the internal function
ing of education affects its external relationships with all other sectors.
Indeed, it is at these points of intersection that education succeeds or
faUs.

Sup E1 to HB 2

The concept of sector analysis in education therefore must include
not only the whole system of education but its multiple intersections
with other sectors, such as agriculture, industry, health and public
service.

Sector·Ana1ysis

Al.though the methodology of sector analysis is still relatively un
developed, its basic concepts are absolutely critical to a~ well-conveived
strategy in education. A careful, systematic analysis of each education!
learning system (formal and non-formal) is necessary to gain a balanced
view of its goals, resources, constraints and internal relationships.
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There has been some tendency by developing countries, and in
AID, to regard sector. 81'18l;rsis as a passing rad,~anew obstacle
to be overoome. in proVid!tJg or receivingeduc~tioiialassistance.
This is not the case. Actually it is a belated recognition that the
only possible solution to the problem of proViding better education
for more people at bearable costs is more effective analysis of the
goals, inputs, delivery systems and outputs of education/learning
systems, leading to wiser decisions regarding availability of resources,.
their utilization and comparative benefits. To view sector anal~is as
an exercise to ustif external assistance is tomss the main· ·1nt -
t tear est ain ar 1S 1n more e ec ve Ut1 iza on 0 a
country's own resources. onsequent y, s ress s ou e on assist ng
Loos to build sector analysis capabilities, so they can get better answers
for themselves regarding effects of alternativa actions.

Without these kinds of analyses, sound strategies of educational
development .camot be constructed by developing countries; without them
AID has no dependable basis for appraising the validity of country
strategies or of detennining where and how its own resources can most
fruitfUlly be invested. -

~ect and Program.Criteria

Competent sector analysis is essential but it is not a sufficient
guide to AID priorities in educational development.

At the present time AID investment in LDC education is roughly
1 per cent of the total invested by the developing countries themselves,
and only about 10 per cent of the total provided by all external develop
ment assistance agencies. Although these percent&gesvary substantially
from country to country, in no case are they more than a very small
fraction of the total investment in any country.

This simple equation defines the basic element in any AID strategy
- each project must be based upon a significant potential gain from a
relatively or absolutely small investment of funds. The question of·
whether aD7 specific project has merit within itself, while still an
essential criterion, does little to establish its clatmforAID support.
The real issue is that of whether the strategic investment of AID
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Improving articulation of components of the education system 
(between levels of formal system and between fonna! and non
fonnal.)

Improving "holding power" ot schools to reduce drop-outs
and repeaters. (Making. learning more real, more interesting,
more participatory_)

4.

Sup El to HB 2

2. Providing useful education to a significantly 18tl"ger
cUentele at acceptable unit and total costs. (Relevant.
ma~rials, mass media.)

3. Reaching populations which are disadvantaged educationaJ.ly 
(Rural, urban poor, women, families.)

Among these criteria, the folloW:l.ng deservecaretu1 consideration.

Does the project, or cluster of projects, appear to have a signi.
ficant potential for:

1. Providing more useful· (re1evant}education/l.earningon an
~nding scale. (SUbject matter, quality, metl1odo10gy,
aerrvery systems.)

This leverage principle is, of course, a familiar one in AID, but
it has been better enunciated as a doctrine than applied as a program
rule. However, there are now several factors which make more rigorous
application necessary and possible.

First, the reduced availability of development assistanoe funds
places a: high premium. upon investing more wisely in high pIliority
projects, with great potential multiplier effects. Second, the Agency's
view of educational development objectives and of our role ,in helping
LDCs achieve them is more sharply focused than it has been before. This
is increasingly true, as well, for developing countries. _reover, our
continuing attention to project and programeVBluation techniques, and
methods of improving analysis of cost/benefit factors shoulJdstrengt,hen
progressively our ability to assess the comparative leverage of various
kinds of educational support activities.
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6•. Improving the content, methodo;J.QS1.~~··technologyof school
systems or out-of-school edu6ation~(Educationalsystem
reform.)

7. Introducing innovations for the foregoing purposes in
delivery of knowledge, skills and attitudes in respect to
crttical development sectors .. (Effective components of
education in other sector projects - health, population,
nutrition, agriculture)•..

8. Providing more effective approaohes to financing, cost
reduction and efficiency of school systems. (New resources,
more effective allocation and utilization, greater equity in
educational costs.)

9. Encouraging and assisting institutie>nB in evolving and play
ing a more effective role in education for develQPment (Univer
sities, industries, labor unions, cooperatives).

10. Advancing the "state of the art" in any of· the above, with
particular reference to cOJllllunicationstechnology for develop
ment,out-of-school education/learning, and educational
finance, costs and efficiency.

Obviously, no~.oject or groupofre:l;f.te<i projects is likely to
meet more than af~ot such criteria. ButeveI'Y' project Should clearly
meet at least some of them, and in so doing include a generativeormulti
plier effect which will continue with or without further AID funding.

The Research and DevelOpment Approach

During the 1960s, there were many instances of i.maginative program
ming in education•.· Although the concept of innovation had not been as
explicitly stated as it has been more recently, there was considerable
innovation in many AID-supported projects.

Nevertheless, in retrospect, thes~.~~t:tons can ·be .. seen as
relatively minor variations on old thElne~. The plain and qrgent
problems of education today require innovations of a different order,
in which risks are incurred to achieve large potential gains. Thus far,
the Agency has been willing to take them only in isolated cases.

The risks of lnnovationcan beminiJB:tzed by building research,
deVelopment and evaluation components into every project. At the ve't'y
least, there is a gain in knowledge, "hich if positive, is of great
value; and, if negative, indicates what should be avoided or donedif
fttrently in the future.
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Of the total. obligations made by AID for education, central funds
for general technical services, research ·anddevelqpment, inst!tuRon
build.ing and evaluation are only 1-2 pel' cent. This clearly requires
upward,~ustmElIlt-.s>apercentage of total obligations for education,
notl1$CessarUY>¥08lltral funds, but as a pM-orit1 component in all
Agencyflands invested in education.. . . -

Substantial technical assistance funds have also been invested in
these areas, and in non-tormal education.

In the 1960s,c:entxoalll £l.n1ded technical &Sf:'lstance, re$earch and
institutional development projectf:' in education were minimal and produced
relatively little of creative value. The reasons for this are various
and somewhat controversial, although the basic reason would appear to be
undue dispersion of very limited resources.

These activities represent significant forward movement in the
key prob+_ areas, but can in no real sense be considered adequate
responses to the. problems. .

It nOW' appe~s that with concentration on a few key problem areas,
begun in>1970, these central funds are being more fruitfully utilized.
Three institutional development grants/have been approved by the Agency,.
one in instructional technology (Florida State University), one in
alternatives to traditional educational programs .>(UCLA) and one in educa
tional. finanCEl, costs and efficiElncy (U. of California at Berkeley).
Another sllch grant in low cost instructional technologies is now pending
(Stanford University).

In adctl.t10Il.1;o the b,ulk of.'tJle funds, the Regional·Bureaus .. have
a continuing planning and management capability in the field, major
respoZlSibllit, for project des~ and implEllltintatioD;ciay-tQ-dq
relationships w1~ 11osttnstitutionsand, thus, apowertuloppol"tunity
to encourage an4 ass:i:sti,n develop1nga resear'Ch, development and
eval~tion outlOOk. Ins!Uch an emi.roxaent,central fUIids for these
purposes could become tar more useful. I~ would provide readier access



to trials and full-scale applications in the fi~~d~~nd. more intimate
association with AID Missions and host country:fnBtittitions.··· Produc
tive ne~ks ot.re,ea~h andd~velopment effOr1t,.~ed1noperating
LOO education SystEIDS and providing mutualre:ljitorcEmlent between InalV
LDC organi~ations and selected developed countrj· ipstitutions, would
becOll'1e feasible.

- 31 -
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. .
A corollary of coq,arable importance ~s the building up of research·

and development capab1.lities in 100 institutions. In education, thishaB
been very largely neglected. Probably the most ilrportant single observa
tion of the Faure Commission bears directly on tbiS subject.

"We propose that agencies assisting education, national and
international, private and public, review-the present state
of 'research and develolDent' in educatiqn w:lth a view to
strengthening the capacities of indiVidual. countries to im
prove their present educational systems 4Jld. to invent, design
and test new edUcational experiments appropriate to their
cultures and. resources. We believe that if nations, regiOnal
bodies and assisting agencies make the strengthening of these
capacities their first order of business Over the next ten
years, they will enable. a ntDllber of countries to begin becoming
true 'learning societies' .."
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•
This program emphasis addresses the need for 1.mproved analysis of the

education sector, leading to better diagnosis of deficiencies; improved

!he basic reasons for such progrUl' emphasis areas are (l) to concentrate
our erforts and thereby facilitate mobil~zation of the best possible u.s.
capability to respond to LOC requests; (2) to direct more coherent attention
to them as areas, and to the points at whioh they can be made to reinforce
each other more effectively, and (.3) to bring to bear in an integrated way
the various assistance tools available, in paokages appropriate' to specific
pro j ects or programs.

In each emphasis area, there are three strategic aims: (1) strength
ening LDC capabilities in solving key educational problems, (2)
strengthening U.8. capabilities to assist the LDCs in key program areas,
and (3) facilitating and supporting interaction between the best
capabilities OD both sides in solving problems. Developing our "networka
mode of operating is seen as an effective organizing strategy to serve all
these purposes simultaneously.

Program PuIJAPJ!l!ll1;lPzab',es

ID 1970, !JB ,established, e.fter wideconsul.tatioD. in and outside
the .Ag8l1OTL thr..e ,'. "kq problem areas" .in which to concentra~e its
efforts. .These were educational technology, non-formal education and
educational finance, costs and efficiency. As demonstrated by its
obligations off'unds, the Agency had alreaeu established university
development as a worldwide area of concentration for AID.

It is thllrefore proposed that the Agency formal.ly des;tgD4te.t2Y£
areas ot program deytlOD~nt .hAft;' in education a (1) Education
Economios and Analysis, 2) Educational Technology, (.3) Bon-Formal ,(~
Education, and (4) Strengthening Higher Eduoation for National Development. ..

The rationale for this is s1.mple. They are, in fact program emphases
by action or del1berate decision of the .Agency. They are all related to
central obJecti"es ot educational and natiorl8J. development; they-are all
related sigDitioantl1 to each other; the problems associated witbthem
are inoreasingly.of concern to developini countries; and the expeJ:"ience
and talent of the 11.8. are at least equal to, and in some oases hold a
oomparative advantage over, other development \assistance agenciEt". These
areal get at the heart of the educational development problem ot the
19708.
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i JOW designot, andplann1ngtor change; and more .caref'ulattention. to what
we ,ball c4!£l". th~economics ot education- embraoing sttchthings as
fundi ng, cost.~.'s%1Q' ettlci.ency, as well as emploYment and income "distri-
bution ettects otedu.cationprograms. .

EdY.9ltion Economics. The growing disparity between educational
. needs and educational resoUrces is oneotthe most ". dramatio developments
ot the' past decade • This occurred even with rapidly growing investments
in education bydeve1opingc9untries. With the l$1'e+1ng ott otedttca:tional.
expend1tures, the gap betveeneducational needs'·and .resouroes continues
to widen. This dilemma arises from several interrelated factors' (1)
gross inadequacy of totaltUnds available for education,· (2) serious
inefficiency in the allocation and utilization of the educational resources
available 1 and (3) lack of knowledge regarding practical alternatives in
funding, reduction of costs and measurement of outputs.

The basic problem is by no means one of resources alone. Archaic
systems of education are costly; but the subjeot matter and methods of
instruction ot suoh systems are such that the educational. produot is orten
of relatively low value to social and economic development.

On the side of the eXternal effioiency of educations1stems, the riBe
of the problems'of the edUcated unemployed has put "into sharp focus the
very complex issues of therel;!yance of education.to·· dsveJ.opment. Look
ing at education as an eeonGmicinvestment, it is Olear that the specific
intellectual 'and manual sldlls' needed in particular economies will vary
over time as the economies develop.

Systemsot difterentkinds, of differing l!te-spans and flexibility
will be needed if scarce8dU.cational resources are to make an adequate
input into each oountrt's human resource development requirements •
Education also has numbers of other •outputs • not directly' related to
individual economic pl'bductivity, but which are also very important tor
the deve~opment process and development objectives..An outstanding
examPle is the observed strong inverse relationsbip between levels ot
education of women and their fertility_

In all these aspects of the relation between education and d~velopment,

surprisingly little can be said Vi1;h any authOrity as to the correct
choioesthat ought to be made ·among. many- alternatives. However, now
that the questions are emerging with greater clarity, it will be important
for the LOOs, and interested donors, 1;0 undertak"~ research and 9XpEtrimentation
that can throw more light on some of the major choices conce:rningeducational
systems, technologies, and content •

.'
.!ID's, ettort'"to make progress in this crucially important and dift1cult

area eonsists'of four major' elements t
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1. To deveJ.op .. new knowledge and insights with respeot to eduoation
al finanoe, oost" and etfioi8nCl. in develop1.D.8oountries, tlu'gugb
problem-oriented researoh, field investigations, and disseIll1nation ot
knowledge and oomparative experience. .

2. To develop new or improved tools fo.r analyzing present and
potentilUreso~oes ·foreduoation;for lIl8&suring eduoational. ~puts,

resource allocation and utUizatiQn, ..ff.Ddq~tputa; and for cqmparative
studies of CQsts and benefits ofvariQusldnds IUld modes of education for
d1fferentl~c1ienteles(e.g., r'tU"aJ. PQpulations, fudlles)1n
eluding attention to the emplo)'lD.&nt and 1ncome distribution effeots of
ditferentldndsof educational progl"ams.

3. To improve the capacity- to provIde LOO and u.s. ~tiO~8 with
education, training and experienoe in ori~ioal aspeots of eduoation
economios.

4. Topartioipate.in a tunotioningnetwork of 1nstitutions 1n bot~

developing and developed countries in this. field.

Trued AgelY81, tor the Eduoat~DSeotolj. AID has det~ that
it w11l~pproaob, dtr,elopment problems through ,a ftseotor emplulsis·, aDd
has estab+ished sector 'pAlysis as a mee.nstothis,end. For those who
are conoerned witht;be eduoation aeotor,1thas.become more and DIOJ:'e t.t."~'.•".
obvious that the things that oan be done to, ,expaI1d learningoppol"tunities ...
and improve delivery- of education servioes must.be planned .in a larger
framework, designed to take advantage of latest research and development
efforts. Evenrelat1vel1 small, s1ng1e prq.jecteducationaldevelopment
endeavors DlUSt., be more oaretully .planned and integrated into the total
national development fabrio. The .reasons for this are threefold. First,
f'unds for Elduo:e.tional development fSSiStanoe are limited and. new in-
vestments of a1J.1'. type must be oare~,planned for max1mumpay~tf and
multiplier ef',feot~ ~oo,J;1d, when substantial ohaDges are oontemplated in
one part of the education seot()r, they w11l affect other parts • The inter
relationships must be oonsidered and the total.Elffeots of modif;O&tlons
antioipated and understood as ful.ly as PQssible. Third, innovations and
new direotions must be oOntinual.ly sought and, when they have promise,

=:e::a~~o::::s;~~~;a::i~~;irU::~:~:i:es::~:;~~n;D=a~. .,

ProbabJ,yi~d.14Jt~tionshould be,.a.e betw~ analysis st{a seotor
(usually terme<1Se(l,1;QrA.na4rsis), and IUla11sis within aseotor. BQth
kinds of analy'sis hold muoh promise.

seoto1"~1tJ refers here to the eoployment of a .lAde rangeQf meu
ures that ~SUlt in a comprehensive appraisal of aU the JDAjqr
elements of the total eduoation sector. In its most highly- developed form._
it may involve 'Complioated model-building and extensive quantifioation.
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In most cases, however, it will ccnsist cf a more, s;ystematic and
analytical appraisal" ofth8education system, its "component"~s,
their inter-relationships, external effects,ccsts J etticiency and
relevance to national (or local) needs and problems. '

Within-sectgr a.na.lt;pis refers to a great many activities, from
quite modest efforts with little quantification, to more complex
endeavors, but not as broad as sector analysis in soope. It has to
do with designing smaUprojects of low cost, to larger projects
requiriilg substantial investments and having potent1aUy tar-reaching
effects.

ThtdP'P9rtant thi pe Is'~G we not' roOUl on' 02m!!Aensiv8 sector
,pA'y;le to ,the' exclusion and detriment or imprOYed"AnA'ysis within
the eduQ,tion s,otgr. It is frequently more feasible and desirable
to improve key elements of a system than to attempt to improve a system
as a whole. B,y emphasizing the whole range of analysis possibili~ies

for the education sector, we will be in a more flexible position to
help solve sJlla1ler specific problems, or to focus on key points for
intervention, as well as to assist in plAnn' ng reforms of systems as
a whole. Our work in analysis should include, therefore, a systematic look
at the relation of objectives,whether addressed to the education system
as a whole or to one or more of its component Parts.

While' several development assistance agencies ljaTe, vorkedout ap
proaches that' have promise,there is no DdogmaDthat requires that sector
analysis embrace a given number of measures or depend upon certain
kinds of techniques • :rAe r8gWements or the ,.tua1«1on;hou1d diok1«e
how tar anal:ysis goes. what '1«ools it emplOYs. and whit measures it
produces.

Above all, it must lw olear tha1« improved anAlysis for the 8ducation
@eow hi' the purpos, ot ,,'mprny1ng decision::!!lflls1Pffi ' 11« 1s not sometb1Pff
engaf'd1Dew 11«8 own sHe.
Program E!!!J?lwis Two: Edug,tion,' Techno1oGY

This 'program emphas1sessentially addresses the need to make the
learning process more effeotive and aocessible, whether informal. or
non-fo!'1Dal pl'Ograms of eduoation.

We define eduoationaltecbnology as a systematio Wq otdeaign1ng,
carrying out,,' and evaluatiDg the tota1 process or teaching' and lea.rninC,
in ~of 'specUio objeotivea,'based on res,earchin/human learning and
co~caticm,and employtns a 'oombination othuDtl.nandteohnical
resouroes to bring about more etreotive instruotion.



2. Providing qualified professl,.onalsto help make these pilot efforts
sucoessful.
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3. As81s'to1Q.g~ the development of programe that are probl-...o:t:'ientec;l,
DOt ~JD1catioD8~dia-oriented..The approach is to work towardeolving \a
kel probleme rather than searching fo.r uses of available technology.

4. Assisting in th_ development of professional oompetenceon the
part of LOO pttrsonnel, with partiCUlar stress on slst~ms-ori8ntedproJeot
planning, project administration, qualitl content, careful evaluation, and
p18DD1Di tor oontinll1Dg innovation.

Sup Ell to HB 2,

Ourove:r-all etfort, then, is essentia1.lJ' a research anddnel.mptpt
program, directed toward assisting the LDCs to choose,. try out,perteot,
and evaluate slstems which hold signif'ioant promise.

The deve).oping countries are .turn1ng more aDd more to education tech-
DOlogies as a pro~ing W81' of aUevi.ting ~eire<lu0ation/learrd.n& {,,.
problems for both in-echool and out~f-eohool~~tiQDB. AID~saps "'"
a significant step-up in research, development·and 'XperiDentation with
educational t_chnology dur1ngt!lEt.DAlXt ff/IW l ears .. .19Y1YIA· Wrl QID bear
fruit only.1I the u.r ....yl$. "i•• , fka ••3.p1;, a·bgth
POliCl apd PJYgr.p "tiP a SlaP JPQtt JFPQ8'N "'l1RQ911sgOWiP'-
CAt1.oM· teobwggy .#Qf ,,*,19memt.a.n'1:W "QW. §wiA.BlRiQ .81'1;. of
cours', tpclud. r1f(grOue 'Delni' at COSt.. re1atiu !t(ic!UAY.· 'U.et!
on &P4oyinent and other eCQDOmic 18Sll1••
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Program EJpbgl. !h£eel lon-F9t!'lMltcation

This proSt:am emphasis addresses the need to oreate a rioher variety
of learning opportunities in addition to those afforded by existing
graded Bchools1stems.

The potential of non-formal education haabeen amply demonstrated in
in the more developed societies. In such diverse 'countries as the
United States and the Soviet Union, non-formal educat.ional activities are
as varied as and oomparable in scale to those of f'orlllB1 education.

With regard to LOOa, we know that non-formal education historically
has been the priJDarymode of learning. However, we are just beginning
to understand how these modes have carried over and been modified to meet
modern problems. Studies which have been made thus far by AID, IBRD,
lDflSOO and the LDCs themselves broadly suggest that, properly developed
and supported, non-formal education is perhaps th.e only way that widespread
d1tfusion and appllcation of practical koowledge and skills for develop-
mentcan effective]J"be achieved. .

Experience in both developed and developing countries has demonstrated
that I

1. Ion-formal education can be valid, high qualitTeclucation forim
parting "lite· skills and knowledge. It need not be third-rate eduoation.

2,. Itean reach large numbers of people whereth'7live and work.
It can iDlpart useful knowledge, skills and reC1"ut1.onwithout removing
people trom their normil environments and responsibilities •

.3. IOn-f'Qrmal education can be highly diverse in organization, fund
ing and management. It can emphasize local initiative, self-help and



innovation on the part of large numbers of people and their
local institutions. Every successful. learner can becane in sane
!iegree a teacher.
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studies :tis azt4 when a
non-f'Ol'81 ecJu.cation projects. projects 1tOUld be cast in the
research, clevelepaentand evaluatiOl1 mould,- and supported 'by U.S.
inati'tutiona UDder contract to AID for develotment of the I non-formal
educatim &Tea.

. .

'1. To establish the concept ot non:...f01'lll8!l edueatiOl1 as a
type ot education, distinct fran formal. edueatiQn syst.s, but
potentially capable of providing non-school populations with edueatic:maJ.
services systematically and in ways which significantly serve individuals,
societies. and the purposes of national developm,ent.

2. To study, document and disseminate information on successful. LDe
eDmples of non-formal education which appear suitable for experimenta
tion and application in other LDCs.

3. To provide professional and financial .. support for research,
ex,per"-entationand implementation of those 1q.odels which appear most
praa1si!lg, or for new concepts which appear worthy of testing.

'Jhe LDC need is to establish the concept of. national education/learning
sys'tEll8, enc~Sing both formal and non-formal cauponents, with· a
suitable division' of labor and coordinition between them.

4. It can pay at least part of its o,m way initially and.
in the longer term increase employment, productivity and social
participation.

5. It canmalte learning a natiOnal, life-~ong experience,
canpatible with the interests of individuals and canmunities, for
all econanic levels of a society.

Mlch of what has been said of the strategyfo~ educationaJ.tecbnology
is equaJ.ly appli.cable to non-formal ed~c.•tion. However, there are
significant added d1m.el1sions encompassed. by AID strategy in this
area.

1Tosr-. ""aais :roar: str~ Higher Education far National
Developaent

'Jhis prOfP'Ul srpbaais a4d:resses the need to strengthen UJldversity
oapabilities to (a) produce hip-caliber 1eaders with ~otes8ional

Sup E1 to HB 2
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and technical .... CQllPetence required for natic:me;l. 'd,vel9lDent, ana
(b) proyidemore r~levant researCh and services in identifying
and helptngtosolve the reeJ. and iDmediate problems of develapnent.

Fran the outset of the U.S. developnent assistance program, the
un1versities in the LDCs were perceived as being one of the main
engines of develapnent. As indicated earlier, since 1960 AID' tunds
obligated for higher education were of the order of ~ million, or
about half of our total expenditures in education. The largest part
of these ttmds was for contracts with U.S. universities to provide'
institutional development assistance to LDC universities. Many
other develdpment a.ssistance agencies, ,public and private, have also
made major contributions to LDC university developnent.

There can be 11ttle doubt that these investments have enabled
many LDC universities to achieve a capability in teaChing, research
and, potentially, in canmunity and national services which would have
been entirely out of the question had these investments not been made.
Although our support has declined sanewhat, higher education in the
LDCs is still.one of our largest technical. assistance activities.

A few of these universities are beginning to play the major role
in national developnent envisaged for them by their own countries
and by externeJ. agencies which provided assistance. Many are
reaching a level of institutional maturity and professional competence
which can enable them to play such a role.

'Ihe transition fran. internal development to effective, problem
oriented service to their societies is not easy for universities
anywhere. For developing country universities, this transition
presents specieJ. problems: for many, the concept of an externally
oriented university is new; most lack experience with non-academic
services in a community or national context; they frequently have
difficulty in ,f'indingcanmon ground for Understanding and cooperation
with their governments and with politiceJ.. econanic and socieJ.
institutions; and, of course, they are all confronted with limited
resources to do an 1ncr.-slDsly large and canplex job.

'Ihe magnitude otAD's :P&dSa:~estments and the growing potentieJ.
of LDC universities for corit:rib\lting to national development a.rgue
strongly for our continuing support, but with & different concept
and in a different mode.

'Ihe leagthand nature.of tb.e ,engagement of American higher
edUMt1;9l1with real-life pro'blemsin our society suggest that they
havemueh to offer LDC universities in achieving this transition.
Man~< U~S. universities have, ,ge.ined great experience and interest in
collaborating with LDC institutions. '!bere is great mutuality ot
interest and value in fostering effective relationships between
U.S. and LDC universities. 'Ihere are few people in the U.S. or LDCs



'!bis is not a newior untried concept. 'lbe Africa Bureau has employed
s,QI\lthini.. very similar to it for fostering U. S. -LDC university relations,
w1t;h. a specific focus on the role of the university in developnent, through

~'.·.1''r•.,.,

1'~..·.··.·.·"".;..
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'!bis progremarea therefore envisages majol' changes in concept,
management a.ndfunding rather than developnient of a new field. '!be
heavy inVestments preyiOl1s1y made by the Agency, and the relation
ships built between U.S. and LDC institut;tons, make thiS feasible
and desirable.

'!bat the Agency is now at a point of decis;1.on regarding our
fUture role in their ac1ivities is clearly indicated by the present
nature and trends of oUr investments in them. At the beginning of
FY 19'73,AII> was providing support to 42LDCuniv.ersities - 18 Asia,
13 in A:f'ricaand' 11 in Latin America. However, of the contracts .
with U.S. institutions for providing these services, 37 were due
to expire or'be renewed in FY 19'73 or 1974.

JUdging by projectiOIismade by the Regional Bureaus, many of
thesewUl be continued on a declining scale: for the five ye8.1"S
FY 19'71-75, the total projected f0l' professional and higher education
is abOl1t $So million, or roughly $12 million per year. '!his compares
with an annual rate of obligations of $36 million for the preceding
eleven years.

We have already ''phased out" support of a sizable number of LDC
universities in which AID made substantial investments in the past.
'!be present trend, if continued, cto'IU.d result in severe d~age to
the links forged between U.S. andLDC universities through invest
ment of over one-half billion dollars in AID tunds.

who believe that an abrogation of these .. rela,tic;msh1ps would be
in the interest of either, and it clearly leaves lhcanplete~
role which this country bas sought to play in 11J1iversity develop,..
ment over the past two decades. '!be final phase is to effect a
tr8D8ition trom large-scale institutional develOPJD.ent support of
individual LDC universities to a long term. aild mutually advantageou,l
relationship between U.S. and LDC universities, in contributing to
national developnent.

'!bough there are exceptions, what LDCuniversities need and want is
not a return to (or continuation of) the relationship of th~ 1960s
but a different, more economical and suste.1ned·· set of relationships
for the 1970s and 1980s.
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the Overseas Liaison Committee of the American Council on Education.
Sane elements of th$;concept are present in the arrangements of
the Asia Bureau with the Asia Society. The Latin America Bureau has
fostered such relationships in a variety of ways.

For many years Britain has supported U.K.-LDC university relations
through the Inter-University Council on Higher Education Overseas,
and recently this progrem has been expanded and f'unded by the U. K.
Overseas Development Administration. The testimony of the ruc and
LDC university officials is that this arrangement has tremendous
value at relatively modest costs.

There are still important but uncompleted tasks of university
development· in thetDCs to which AID shOUld give continUing attention
through traditional or new types of contracts with u.s. institutions.
However, with the phasing down of AID investments in higher education
abroad, the growth of competence of LDC institutions, and transition
to a collaborative style of U. S. -LDC relationship in development, new
and imaginative ways of establishing effective, permanent links
between U.S. and LDC universities can be of great mutual advantage.

Some of the types of f\u1ctions that should be provided for are ~

1) To maintain on-going dialogue between U.S•. andLDC
universities on their institutional development and role in national
development;

2) To develop highly nexible capabilities for responding to
specific short-termtechnical.collaboration needs ~d problems as
expressed by the 1OOs, including getting people together who work
on canmon problems;

3) To maintain more purposeful concern with the in-nows and
out-nows of LDC and U.S. university stUdents and scholars, inclUding
analysis of the consequences of these nows and of changes needed;

4)- To establish effective mechanisms for providing the margin
of assistance needed to make pOBsiblecollaborative programs between
U.S. and LDC university elementa wbere'the collaborating institutions
each participate because of their own program self interest, where the
primary support is from their own resources, and there are significant
benefits for both; and

'5) To b,uild a suitable knowledge be·se for carrying on the
foregoing activities, as well as the necessary base for high level
relationships between the university communities in the U.S. and
LDCs.



Education in other Sectors

In all development sectors, education is a major component necessary
to long range solutions. While any definition of what constitutes
"education" must be somewhat arbitrary, it is clearly a major part of most
development programs. As noted previously there has been a sharp rise
in AID'S investments in education through other sectors.

•
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This trend indicates that a major portion of the Agency's investlnent
in education is becaaingoriented more broadly' toward s~cific develop..
ment concems. This is, desirable. Altnoughsuch investments are fully
justified in terms of the priorities and goals of other sectors, they
are, in fact, part of AID's education strategy.

We need ~o to keep in mind that ourbusine$s is people not. systems.
In considering educational purposes, this means focusing on the leamer ...
being especially' senBitive to segments of LDC populations who frequently
are byRpaBsed. These include bundredsof millions of people who cannot be
acccamodated in schools, to wanen, to whole rural enclaves of men and
wanen, ch1ldren and adults. . C011Sequently, every activitysupportedby
AID should bave bu:1.ltinto it asip:tf:lc-.nt learmngcamponent, designed
to encourage and .help people whose liftS are tCNChed bytbeactivity to
learn useful things, to cope more effectively with their problems, talive
more froi ttUl liYes. .

This concept was discussed in general tel'DlS by the Heads of Agency
Conference on Education at Bell~o in June 1972. In OCtober 1973,
it will be before the Second Conference of Agency Heads for their
exi>licit review and approval as a development priority for joint s~ort
by a number of.assistaace .. !Sencies. Should this' proposal be approve; it
will proVide AID with the extraordinal'1advantaae of sharing with other
aaencies the opportunity aad responsibility for helping LDC universities
achieve the crucial trenBition fram academic institutions to that of
vital forces for nationaldevelopnent.

nns concept poses d:U'ficult problems of ccmnun1cation andcoordina.tion
within AID, aad between AID and the developing countries. Within the
Agency, it suggests less canpartmentation by sector, more collaboration
between technical offices, and between those offices and regiopal bureaus
8Z1d missions. At the developing country level, it suggests a heightened
emphasis on practical improvements in quality of life and a humanistic
as well as econan1c approach to developnent.

The fostering of such relationships between U.S. and LDC universities
has a natural corollary in special direct support of selectedLDC
universities which demonstrate a sighificant camm1tment to and potential
competence in contributing distinctively to national development. A
few universities now Clearly' are at this point, and many more are
approaching it. Well conceived assistance to them could accelerate
the process and provide a larger probability of success.

Sup El to HB 2:
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Although the Bureau for Technical Assistance has certain responsibili
ties for intra-Agency cc::rmnuni.cation and coordination, these can best be
served when all elements of the Agency share acamnon set of objectives
and concepts of development. While this is important in all sectors,
it is crucial in the education sector, which is a f"undamental ingredient
of all development activities.

This internal coordination function can be enhanced by increased
efforts at "networking", building linkages of joint research, information
sharing and training/advisory services among LDC, developed-country
and intennediate organizations with camnon interests in a particular
problem area. Th1sprovides a framework for coordination and mutual
support lDlong disparate efforts, by different institutions, and between
countries. AID's country missions should make Particular efforts to
encourage and assist LDC institutions in building linkages with worldwide
networks of activity on problems of concern to local and national
institutions.

AID Staff Orientation in Education

The concepts, principles and actions considered in this paper should
be widely discussed by the staff of AID/Wand by AID Missions. The
dwindling nmnber of education officers, the greatly reduced rotation
of personnel between Washington and the field,and the uncertainties
associated with any transition have resulted in serious problems of
camnunication and prograzmrdng in education. Thus special efforts are
needed to bring into greater congruence the views of AID/w and field
Missions. Although field experience has contributed heavily to the
preparation of this paper, a th,oughttul review of it by AID's field
staff will be highly beneficial.

Accordingly, it is proposed that a series of seminars be organized
which, over the next six months, will provide an opportunity for an
exchange of views among all education and program officers having
significant present or prospective responsibilities in education.

There are at present about 71 AID education officers, including sane
multisector officers, in the field, 31 in Latin America, 27 in Supporting
Assistance countries, 8 in Africa and 5 in Asia. Consideration should
be given to both re-orientation and possibly re-deployment of education
officers in a manner consistent with the philosophy, emphasis and
management of AID's present outlook on educational development.

The involvement of program officers in Am/Wand in the field, and
of selected Mission Directors, is essential to an effective understanding
and direction of AID programs in education. unless this is done, the
Agency will encounter great difficulty in introducing new concepts into
projects and programs.



Collaboration becanes real not through a change of "style" but through
bona fide partnerships in finding solutions to problems.
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SUch collaborative efforts are time-consuming and sometimes produce
limited results. Nevertheless, the fact remains that intelligent
cooperation em<mg the development assistance agencies can multiply
their effectiveness in educational development, and jointly they can
provide a more rational design for, helPing develoPing countries utilize
their own resources as well as external assistance.

With regard to collaboration with other developnent assistance agencies,
sane progress is being made. However, it is still far from sufficient.

During the past year, significant steps have been taken toward more
effective coorperation with the World Bank and UNESCO, and with the
Rockefeller and Ford Foundations. These need to be strengthened in specific t.'i~

key problem areas. ..,

Finally, it should again be emphasized that there·is a need for greater
collaboration within the Agency - between and among the several Bureaus
and field missions. Though there are manifestly differences between the AID
Regions and individual countries, the philosphy, objectives and Principles
which guide AID in its support of educational developnent can and should
be more commonly shared and better understood than they are today.

The Conference on Education by Heads of Agencies, initiated in 1972,
gave concrete premise of fostering greater mutual understanding, sharing
of knowledge and joint support of selected projects by a variety of
donor agencies, bi-lateral and multi-lateral, public and private.
Important as these conferences are, however, they can mean very little
unless their thrust 'toward collaboration is taken seriously at all levels
of each agency, and particularly at the country and mission level.

ReferencEl6 to ucollaborative style" usually imply more responsiveness
by AID to the views and priorities of developing countries. This is
clearly essential and, indeed, there has been more of it in the past
than is sanetimes acknowledged. However, responsiveness does not
necessarily mean agreement or acquiescence. It does mean more open
mindedness, less dogmatism, a willingness to listen, to learn and to
act together. It means a candid recognition that developing countries
have the right and responsibility for the1rown decisions, and that
frequently tl!e weight o't knowledge and wisdan is on their side. But it
also means that we must bear the final responsibility for deciding where
and how AID funds Can contribute most effectively to educational develop
ment.

Collaborative '. style

Although the Bureau for Technical Assistance has special responsibility
for leadership in developing educational concepts, policies, research
and evaluation, all the other Bureaus share this responsibility. Moreover,

the primary responsibility for assisting the developing countries to achieve
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acceptable educational developnent rests with the Regional
Bureaus.

(TM 2:1)

It should also be recognized that as the direct-hire staff of
the Agency declines, increased reliance must be place on the U. s.
institutions selected by AID to provide the technical assistance
and research for educational developnent. A closer and more
fruitful. partnership with them is absolutely essential to the successful
performance of the aission of the Agency.



Sup E1 to HB 2

APPENDIX

A Note on the Data

(1M 2: 1)

1

Quantitative analyses of AID investments in education are
difficult to make on the basis of data collected over the years.
The problem arises primarily fran the nature of education. It
takes place in e.great multiplicity of ways, at every point where
deveiopnent assistance investments are made. In some, it is the
primary objective, in others a secondary aim, and in yet others
is an incidental 'but important canponent.

Further complicating the problem is the Agency's classification
and code strocture for developnent sectors. Substantial numbers
of projects are'multi-purpose and are classified as miscellaneous,
even though their canponent parts are clearly classifiable under
specific sub-sectors.

Modification of the Agency's classification, coding, reporting
and accounting system is required to permit better and more timely
analysis of education program planning, implementation, evaluation
and accounting.
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TABLE I

'roTAL AHJUlft'S OBLIOATmV lOR mJCATIOll ACTIVITIES BY SEm'OR, FY 1960 - l"Y 1970
(In Thousands of Dollars)

~ 1960 1961 1962 1963 1964 1965 1966 1961 1968 1969 1970 Total

Pood • .&criculture 5,599 5,003 17,904 16,875 U,650 12;624 8,812 10,425 7,663 6,518 8,368 ll2,441

Industry " MI.n1nI 3,148 2,136 2,275 1,632 227 1,231 $,341 3,060 3,137 233 - 22,456

Health" Sanitation 4,310 3,701 12,687 12,043 8,OSO 2,02S 4,756 9,8$8 3,222 5,686 3,564 69,902

Transportation 598 195 1,419 702 519 196 157 1,276 65 548 - 5,675

Labo~ 1,193 2,082 3,049 19,407 40,588 n3 22,401 16,865 890 1,236 724 109,148

Public AdaI:i:01atration 6,242 3,921 4,484 2,513 1,016 1,232 2,302 1,501 3,435 1,862 624 29,132

CcanmiV DrnIlopaent 43 337 190 720 128 35 457 238 160 287 488 3,083
and. Houa1Dl

5,955 6,362 5,846GeDeral and. Mlec. 8,562 7,44S 5,657 2,837 6,509 5,348 8,953 4,220 67,694

Public Safety - 193 510 1,005 917 508 282 81 137 165 76 3,874

SllB-TOTALS 27,124 26,130 48,880 62,S42 69,752 21,401 51,017 48,652 24,555 25,488 18,064 423,4OS

EDuClTIOI 50,324 46,946 158,461 191,378 lll,28, 144,1,4 127,153 150,735 151,551 95,236 152,224 1,379,447

'roTALS 77,448 73,076 207,3U 253,720 181,037 165,555 178,170 199,387 176,106 120,724 170,288 1,802,852

1/ Amounts represent 8UIIIl!I of all individual projects reported in the armu8l project sUJllll&l'y publications (W-132) for the fiscal years 1960 through
- 1970, with the exception of loans (authorizations) data obtained from other sources'. Dollar equivalents for projects lIboll7 or partially funded

with U.S.-owned local currency are included in the 8lllounts reported in this table, except for 1969 and 1970, for which local currency amounts
could DOt be obtained.

Y Fteures shown for each sector represent amounts obligated for projects which could be considered as unmistakably education or training activities.
In those cases lIbare SaD8 doubt arose, as for example lIbare education .. one cOlllpOneDt 81110lIl several enCOlllP&Ssed in the s8llle project
(e.g., qricultural research, eetucation and &neDllion), such prqjects .... excluded. .'

JI PluctuatiODS in 8lllounts for years 1963-61, and particularly low figure for 1965 ~ to heavy local currency funding of Crattlllll8n Training Project
for India. !Jo local currency :lnvesbDent liaS IIIIde in the project for Fr 1965, or attar PI 1967.

- ."...' '.·""Yi
,.., 6!"'i,J., "i,.,
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TABLE II
OBLIGATIONS FOR EDUCATION ACTIVITIES FOR ALL SECTORS AND FOR EDUCATION SECTOR ONLY AS CCMPARED

TO TOTAL ECONQoIlC ASSISTANCE PROGRAM, FY 1960 - FY 1970
(In Thousands of Do11ars)J.I

y

AID EO IN(If'lC ASSIS~ ANCE PRQGlU ~ OBLIGATIONS FOR EDUCATION OBLlCATIONS FOR EDUCATION ACTIVITIES: EDUCATION SECTOR <In.Y (ABSOLUTE
I1.S.-cNned

ALL SECTORS AND RELATIVE)

Fiscal Local Cur- Per Cent Per Cent Per Cent Local Cur- Per Cent I~er cen1;

Year Grants Loans ency l! Tots1 'rotal Amount (5)~ (4) Grants (7)7(1) Loans (9)·H2) rency l! (11)-f.(3) Total f13)":"(,h
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) <1\)

1960 1,255,200 515,900 165,025 1,936.125 77.448 4.0 44.274 3.5 0 - 6.050 3.7 50,324 2.6

1961 . 1,272,200 659,300 304.705 2.236.205 73.076 3.3 46.100 3.6 0 - 846 i/ 46.946 2.1

1962 1,180,000 1,314,800 704.522 3.199.322 207.341 6.5 90.589 7.7 540 11 67,332 9.6 158.461 S.o

1963 954,000 1,346,000 626,740 2,926,740 253, 7~0 8.7 74.767 7.8 13,300 1.0 103.311 16.5 191.378 6.5

1964 808,000 1,333.000 698,259 2,839,259 181.037 6.4 67.483 8.4 20.450 1.5 23.352 3.3 111,285 3.9

1965 904,000 1,129.000 667.534 2,700.534 165,555 6.1 66.638 7.4 9.400 1.0 68.116 10.2 144,154 S.3

1966 1,326.000 1.228,000 473,812 3.027,812 178.170 5.9 58.767 4.4 4.750 ]j 63.636 13.4 127.153 4.2

1967 1.162.000 1,091,000 702.466 2,955.466 199,387 6.7 67.704 5.8 37.165 3.4 45.866 6.5 150.735 5.1

1968 963,000 929.000 502,011 2.394,011 176,106 7.4 63.771 6.6 74.400 8.0 13.380 2.7 151.551 6.3

1969 879,000 570.000 - 1,449,000 120.724 8.3 69.686 7.9 25.550 4.5 - - 95.236 6.6

1970 988,000 680,000 - 1.668,000 170,288 10.2 71,074 7.2 81,150 11.9 - - 152.224 9.1'~

'"

TOTALS 11.691,400 10,796.000 4,845,074 27.332.474 1,802,852 6.6 720,853 6.2 266.705 2.5 391,889 8.1 1i379,447 5.0

11 Sourees. Columns (1) and (2) derived frca "U.S. Economic Msistance Progr_s AdIIinistered by AID and Predecessor Agencies," April 3.1948 - June 30. 1970
Office of Statistics and Reports. Columns (3). (5). (7) and (11) derived from Annual Project Summary Publications (W-132). Column (9) from various
sources (e.g., Congressional Presentation. Oper'ltions Reports. LltSRepOrta). Listed in column (9) are gross lIIIIounts authorized for each fiscal year.
Amounts for Msistance Progras for Greece. Japan and Europe have been excluded from all tabulations.

V.Local currency figures not available far Py 1969 and FY 1970.
11 Less than 1 per cent. !!J Higher per cent far 1970 as compared with 1969 due in large part to $65 'mi11ion in sector loans in Latin ~ica.

I
W
I
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TABLE In

oJiL:mlmBs!lIOR PeATIOR ACTIVITIES Sf S!mOR !OR G!DOIW'HICAL REGIONS, FI 1960 - n 1970
(In Thoueands of Dollars)

,
~
I

sectorY
Food aDd Agriculture

IDtuet17 and Mining

Health aDd SILn1tation

'l'ranaportatioo

Labor

Public Adm1n18tration

CoBIJDit7 De"AI1opment and Boue1ng

Publll'; Satev

G8llIII1'8l and M:lacellaDlous

SUB-'I'OTALS

El'IlJClTlOlf

'lOULS

G!X>GlW"RICAL REGIONS

Sl lSU DRtCA WIN lMJ!RICl TOTALS

4.630 32.743 4S.443 28.773 1ll,S89

3.374 10,S89 1.376 7.117 22.4S6

17.267 39.112 6.030 7.349 69. ?S8

1.624 2,328 1.723 S,67S

6 100,796 3,439 4,813 109,OS6

2,SS6 9.00s 10.3S2 7.087 29.000

372 1S6 1.237 1.298 3.063

1.17S 1.6S7 1,039 3.871

4,4% 23.l44 12.3S8 22.72S 62,683

32,661 218~346 84.220 81,924 417,is1

87.718 S03's31 266.182 407,647 1,26S.07sl1

120.379 721.877 3SO.402 489.S71 1.682.2~

1/ Moante reprennt au. of all iDdirldual projectB reported in the annual project I!IUDIIIl1"7 pub1icatiODl!l (W-132) for tbe fiBC8l 18are 1960 through 1970.
- with thB uception of 10&D1t (autborisationB) data obtaiDed frcB other lIOurcee. Dollar eqUivalents for projectB who1l7 or part1all7 funded with U.SO

0WD8d local C1DTeI1C7 are included in the amountB reported in this table. except for 1969 and 1970, for which local curreDC7 amounts could DOt be obtained
Y Plprea ebovn for each eector repreeeat lIIIIOUDtB obligated for projectB which could be considered a8 uJllll1etakabg education or training actirtti...

In th08e oaue where lItW doubt lIr08e. as for uamp1e vbere education 11&8 one component among several encompused in the S8IIIe project (e.,•• Agricul
tural Bee-.rch, lducation aDd BEt8Dl!liOn). INch projects were excluded.

3/ Tbie -.oant does DOt include $114.369.000 for aon-reelonal edUcation projectB.
i' 'l'b1I!I amount dOIIe DOt include $120.623.000 for aon-reg1onal education actirttielll.
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Pe1"ctmt-se D1strlhutiem!/ Of ObUpti0D8 For Educat.1iSP}. ~ectors, B7' Region and AID/W:
n 1960 - n 1':1'f01H

B4ucatl<m S*-8~s'J/
A S I A AFRICA IaA'fiR AMIRICA VN . AID/W TarALS

!!2!i! I A1iiOUii.'E 1 wm:t I &&t. :£ A1ilOUiit I Amount ::::L
61() .'hChD!cat :lc1ucatiali 35,113 12 36,384 14 14,663 7 7,S24 16 0 0 94,004 10

620 Voc., 9'!c. "&;1<m. 2,674 1 10,034 4 1,175 1 691 1 120 * 14,~ 2

630 IklIiiIII ~~1(:ti 1,l69 1 17 * 1 * 0 0 0 0 1,187 *
6110 B:lAMDtu'J' ..ati~ 11,'889 4 21,120 8 44,417 20 7,427 15 5,583 4 90,436 10

650 8ecclD4a17. :ldUCatlc:m 9,862 3 30,272 12 21,796 10 7,;JjQ 16 2,600 2 72,272 8

660 Prar. ... JIS8ber :14. 131,039 46 86,536 34 41,000 19 7,489 16 103,417 ." 369,481 39
(ffo. Mal_ ... ee.-mitJ' BIl. 4,481 2 1,02'7 * . 1,808 1 161 * 44 * 7,521 1

~ I4ac~ClIlo Mldniatrati<m 2,471 1 9,704 4 8,746 4 0 0 1,018 1 21,939 2

690 0II1Ier Uacat1= (KUc.) SS.966 30 59,3U '23 84,822 39 16,835 35 25,105 18 m,039 29.
.t'O.l!AlB 264,664 . ·~,405 218,450 48,167 137,887 943,5'13

i Le.. tbIIi 1 pel' cd

~
Bepre..u Per Cent at Total Ctlllcati0D8 (Lut line) cCllmlitted to 8Ub-MCtor activities.
8oaI'ce: Pl!C/OPB. W-253 (6-30-70)
0b11pt1cDl reported beN 40~ inc1uI!e !'.dDeatic:m sector LoaD8 or O.S.-O'IIDed local currency.

I
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<t

U'BIa V
"'I.D. m:BIIICIL~~ D BDOOAfIOJ (cmB 6(0) n 19'71-75

. (D !'JBUABIlS C. J)aLLAB8)

tOti1i .
lteC1C11l JbIber at <l»11ptlcma Obll&8tlcma Bet1Jllate4 ~ BlIt1Jllated Bet.1Jllated tDc1udiDs

~ecta n 1971 n 1972 Obl1ptlOD11 Obllpticma Obligations Anticipated
n 1913 n 1974 n 1915 !rotala Obl1gatiOl18

IMrD MIDICA 33 11,024 9,385 9,~ f:~ 6,~ ~:~ 4,765 ~c~ 40,841 (c~ 43,243-
1,000 • 2,400 (a

.ASIA ]J 7,414 5,.655 4,172 fo~ 3,6'72 ~c) 3,920 ~c) 24,833 ~c~ 31,491
1,675 a 2,l87 a) 2,796 a) 6,658 a

.IJ'BICA 38 12,006 12,3lI6 9,1183 fc~ 9,~ ~:~ 6,320 ~c) 49,84, ~c~ 51,219
196 a 662 a) 1,37 a

V. l1,~T7 7,953 9,530 ~c) 7,138 (c) 5,860 (c) 41,958 (c~ 42,458BlJl'.KIttJ#j
ASSlftAICB -- a) 250 (a) 250 Ca) 500 Ca.

DB 5 1,050 679
~ ~:~ 1,;'75 f:~ -- ~c) 1,819 Cc) 5~344

1,600 a) 3,525 Ca)

1'O!WI 108 42,971 36,018 32,807 ~c~ 26,635 ~c~ 20,865 ~c~ 1~,296 ~c~ 173,753
3,021 a 5,126 a 6,306 a 1 ,457 a

CClIBllf1n(c • a) 108 42,971 36,018 35,828 31,763 Zf,l73 173,753

•.:'7:,1>..
0- Pro.1ect8 Active in n 1973
• Pro3ecta ADticlpated Betwen n 1973-75
Boarce: ~1Ible8 Prepa;re4 'b7 Bes10D&1. BareIlWl aDd DB
Date: Dec-.be1'., 1.972

"";.' 1":;.
~
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!AlU VI

B1JRUQ lOB 'l'ICBIlCAL ASSIST.&IIClI

pm (n 1971 - n 19'12) .&liD PJI)JICrED (n 1973 - n 197') OBLIGlfIOBS

lOB Ql'S PBODC'tS D :&IIJCA1'101, HI omCE

(In 'l'hou88Dd8 ot DoJ.J.ars)

BlIreau .tor !eohDical
••s.nuoe otf'1oea

Iduoat1oD PI! Bumu .Besourcee

n 1971

1,~

n 1972

679

n 1973

11
740

n 1974

1,Z1r'

n 1975

1,~

zI
1'O!ALS

',344

jpolCN1tive 478 47S SZ1 SU S3S 2,S26

Dne1o~ Mw1n 1.traUon 334 112 2YT 451 238 1,372

Urbu Dne1.oJaeDt 0 0 0 10 0 10

-
801aoe u4 'feobJlolocr 143 123 49 0 0 3lS

IIMltb 76 J.37 18 9' 9S 421

-
Jlv.tr1UoIl 0 76 Z1 260 40 403

,
1'O'UL8 2,081 1,602 1,598 2,602 2,S08 10,391

Dtotal proposed.. II IiiOiudeslQiii1 obUgat1ona tor n 1971 aDd 11' 1972 aDd ellt1mated obUgatlona tor n 1973, n 1974, aDd n 1975.
.... 'fable, prepared b1tAB Ott1oeB. Date I Deoember 8, 1972. ~

I
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(X)
I

TABLE VII
Ba1'eau tor PopIlat1aD 8114 !baaD1tU'illll AsautllllCe: Obllpt1aD8 tor Educat1QD CaaponeDta. J'Y 1m-1~

(In 'lbaullll4a ot Do1.1ara)

'It.PII!!rB at PBA RtIIDR at
~JQUWJ IlICLlJDBD PftOJBC'J.'S 1m 1972 1973 1974 1975

BeciClMl D1'ria1aD8

A1'r1ca 22 5.279 2,094 3.165 4.8'71 2.737 18.1116

Asia 12 2,m 2,533 2,0'74 1.047 0 8.031

LatiD Amer1ca 11 5.~ 6,758 5.066 3.520 2,819 23.747

PClft18D D1auter Bellet 1 29 55 65 65 65 279

II8IIpolfv ... IDat1tut1au 11 4,232 1.444 5,631 4.873 3.72,2 19,902

Intosation, I4ucat1Cl1l ... 10 3.228 3.239 1.708 3,531 7.100 18.806
CcmIDm1cat1cm8

p~ Pl""'. Ser91cu 10 4,392 6.~7 9.859 10.0'70 10.100 41.088

FopIlatlClll Re.-rch 1 420 T60 2ISO 900 1110 2.470

'>n.-lIlb1c ... IcClIlom1c 3 m 1,417 2,845 2.752 3.168 10.919
~ .

Private ... VolUDtar;y Coopera- 2 3,.,a, 3,8M 3._ 3.918 4.155 19.541
U<lD

!OfAIB 95 30.063 28,J.87 34,S26 35.547 34.606 162.929

Y. -.t:taatecl b7 .....:tnat1Cl1l at each 1Dd1'riduJ. pro3ect.
~1Dl1" ectual obllpt1aD8 tor J'Y 1971 lID4 J'Y 1972; utimated ob11pt1aD8 tor J'Y 1973. J'Y 1974 lIIld J'Y 1975.

e: !ab1.ea Prepared b7 Ba1'eaJ! tor PBA . '

«J;.~ Date: Dec8lber 8, 1972 ~) ..'~, ~'i. 6f.";;,.." w· ., ., .,
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'l'ABLI VIII

O~1iS lOR ACTIVE TJImllaCAL ,ASSISTANCE PIIOJECTS II KDUCA.TIOR BI REGIONAL llORIlU BI EDUCATION SUB-SEC'lDR, FI 1971-J'I ·19'1S·
(In 1bousand8 ot Dollars)

me
RlGIDR

Vocational Home
Technical Agricultural llboIlCllll1cs ELementar;y Secondary
lducation Education ~cation Education Education

Fundamental Tech'l
Protessional Addt &: Support

and Higher Conmunity Educational All Other lMUca-
Iducatio1\ Education Administration Biucation tion '1'OT~

n 1971

n1972

1,283

2,33$

611

27$

6,OS8

6,442

96$

1,171

2,880 2~0

1,82$ 287

12,017

12,33$

n 1973 (lat.) 2,193 - - - - $,7$0 - 1,OOS 443 92 9,1a83

rr 1974 (lat.) 1,827 - - - - $,861 - 877 1,063 02 9,690

n 197$ (list.) 88$ - - - - 4.495 - $40 400 - ·6,)20

S~'1'O'l'A.LS1I 8.$23 - - - 8i' 28.606 - 4.$$8 6.611 661 49.816

~

n 1971 463 - - - - 3,833 - Sl9 2,$99 - 7,414

nl,-r2 194 - - - - 2,127 - 341 2,993 - $,6S$

",1973 (M.) - - - - - 1,863 - - 2,)09 - 4,112

IT 1974 (EIrt.) - - - - - 1,$00 - - 2,172 - 3,672

IT 197$d(lat.) - - - - - 1.310 - - 2,210_~__ ~ 3.920

SUB-'1'O~ 6$7 - - - - U,033 - 860 12,283 - 24,833

Sources Tables prepared by Reponal lW'eaus
Dates Dac8lllber 8, 1972

y IDcludea actual obligatiopa tor FI 1971 and P'Y 1972; estimated obligations tor P'Y 1973, FI 1974 and P'Y 197$.
I
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TABLE VIII. (Continued)

I-1>

Fundamental Tech'l
Vocational. Home Professional Adult Be Support

TecbJ'dcal Agricultural :&::onomiclS ELementar;y Secondary and Higher CommunitY' Educational. All Other Educa-
'lOTA.LS!LRJmOJ Education Education Education Education Education Illucation &iucation Administratic:)D Education tiOD

Ll'l'Ill AMlRICA

n 1971 - - - - - 3':'03 352 1,064 6,305 - 11,024

:rr 1972 - - - - - 2,609 294 878 5,604 - 9,385

rr 1973 (In.) - - - - - 2,717 225 1,OS4 5,536 - 9,532

rr 1914 (In.) - - - - - 676 200 1,118 4,141 - 6,13S

n 1975 (let.) - - - - - 418 200 800 3,3h7 - 4,76S

SUB-!O'1'~ - - - - - 9,723 1,271 4,914 24,933 - 40,841

SUPfORTIlIl .A88tSTARCI

FYlm 1,780 - - 637 435 3,318 - - 4,437 870 11,477

:rr 1972 340 - - 282 48 2,436 - - 4,355 492 7,9S3

FY 1973 (I8t.) 242 - - ISo - 2,259 - - 6,588 291 9,530

rr 1974 (18t,.) - - - 1,300 - 1,270 - - 4,280 288 7,138

lIT 1975 (IBt.) - - - 1,000 - 337 - - 4,427 96 5,860

SUB-'1'Or.u.sV 2,362 - - 3,369 483 9,620 - - 24,087 2,037 41,9S8

ALL JB)mRS~
ORUD'1'O 1l,S42 - - 3,369 1,369 58,982 1,271 10,332 67,914 2,698 157,477

_ .em,
f·' ,'~
ii-'" ~}.'."'.:"., I";

~
,
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Percentage Distribution Of Ob118ationa For Ed'Uca't1S'1} Sub-8ectors, By Region:
FY 1960-70 and FY 1911-7rw

A S I A A F RICA, LATIR .AMBRICA VB SA ~mm<E

J4uea't1on Sub-S~ 1960-70 1911-75 1?60-10 1971-15 ~LO 1.971-75 1960-70 !971-75 19&>-7tl 1971-15

TechD1ce,1' Bl:11:IICation 12 3 14 17 7 0 17 6 10 7

voc'l, .AIz'1c'J.. M1x:at1on 1 0 4 0 1 0 1 0 2 0

IkBe ~"at1ClD 1 0 0 0 0 0 0 0 * 0

Bl.8DeDtaaT B4uc&t1on 4 0 8 0 19 0 16 8 1l!) 2

8ec<lD4U7 ...... 3 0 12 2 10 0 16 1 8 1

PMteu10nel • B1sher Bducation 46 44 34 58 19 24 15 23 39 37

raaa.-tal .A4ult • CClIIIl\m1:t)" 2 0 0 0 1 3 1 0 1 1
Muca'tion

~.~on 1 3 4 9 4 13 0 0 2 7

otber 1!Ilb:Icat1on (M18c.) 30 50 24 14 39 60 34 ~ 29 45

~.-

* Leu tb8D 1 per ceot.
y 8oQrcee: FPC/an. W-253 (6-30-70)

M1u,~ b7 Ress-coal Bureaus (12-8-72)
Y IJ:I01u4e_ Graat., m1xe4 (srants BD4 lo8D8), U1d project lo8D8. Doe.~ !Dclude Sector Loens or U.S.-owned locel ClJITeJlCT.

I--I
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I

!AlIoE I
'!O!AL .&LLOCaTIOU lOll EWCUIOB .lC'l'IVl'1'IES, n 1971 - n 1975

(ID'rhouaada of Dollars)

Ca1iestrt n 19Z1 nm2 nW3 nlm n itzS mm
•

LIla·
.Actual Dieban--.te S4,983 24,113

KetDatedDie~ 64,471 82,79S 80,184
J06,SS2

1clDoa~ 8eotoJ':.'ca1 "'1*,.,
.Jotual ObUpt1oDa 41,932 3S,328

.t1aated ObUp.t1oDa 32,717 26,63S 2O,46S
H7,WZ

IoD-I4aoat1oa Seeton
'PM!mJ y1 WH'i'W'

AOtua1 ObUptlou 39,046 37,010

.u-.ted. Oblipt1oDa 4O,Sl!l 41,820 36,657
195,100

~ for Fopalat1oa II
....'ucHa·"'W,,",

.aotul OWptlou :30,063 28,187

~1Ju.ted. ObUpUou 34,S26 3S,S47 )4,606 162,929
Ba1'eeu tar!eohDioal
M'1et.ep='

.Actual ObUpt1ou 2,081 1,602

.t1aated. ObUpt1oDa 1,S98 2,602 2,508
12aE.

ZUIII,'
.&ctual 168,lOS 126,~

~ted. 173,88S 189,399 174,420 832,OL.9

e., '."\j,., ~
~;;., 6f'%,..
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The purpose of this airgram is to expand on the program and policy
implications of the recently distributed Education Sector Statement
taking account of the revised mandate for the Agency provided by the
new authorization legislation. It is directed to Mission management
and program/ec:)nomic/loan ·staffs (who should: lead a.t least through
this introduction and summary), as well as education officers; it
raises a series of broad questions for consideration at the earlieflt
stages of sectoral and projeot planning•. Although the budget and
project review process will a,aw on. this program guidance, it is not
intended to add additional requirements or obstacles to project
preparation, but to assist the Agency-wide effort to reorient its
programs to .focus on selected pr:)blems in areas ,relevant to the quality

. of life of, the poor.

AATA
[])

TA/PM

'-' AFR
PA
ASIA
4SAB
LA
8SAB

'CHRON
:L 2 3 4
8

FROM _ AID/W
E.O. 11652: N/A

SUBJECT - Program Guidance on Implementing AID's strategy
for the Education and Human Resources Sector

REFERENCE -
AIDTO Circular A-988, dated September 4, 1973

FOR MISSION DIRECTORS

INrRODUCTION AND SUMMARY

DATI IUlT

04-02-79

~be "Sector Statement on Education," .(whioh the Administrator issued
and. sent to the field under cover of the referenced message) provides
a review of AID experience in the sector and sets forth four areas of

. emphasis for future pr:)grams - education economics and analysis,
non-formal education, educa.tional technology and, on a more selective
basis, higher education. None of the four is entirely unfamili.ar to
AID, nor are they panaceas for the education problems of LDes.

. I' :;' .. ~- :. :~ ..,>

Clearances: SER/DM, JChamber.~..•~.'J;/.e) .- ppc/Im,SBida1'~f¥~"i-'-&.A,G:-:::·:-=\!:-------;;:P':"::4W~U::-
. ASIA/TECH,· HFreeman '. '. ..' 1 OF 14

llllAFTltD .,. 0,,.(1 PHltNE NO. DATE

JHecker/ n. PPC/IDA 23420
TA/Efm Staff TA/~ 23990
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The basic objective of Agency policy - and thus of the Agency's education
policy - is to improve the quality of life of lower income groups, particularly
those in rural areas who have to date often been largely excluded from sharing
in the benefits of development. A comprehensive approach to human resource
development is required in which sector and project activities are devised to
focus on important development problems of relevance to the lower income groups.
According1¥, a. major thrust ~f the Agency I s strategy in education is to
encourag~ programs which utilize the four A.I.D. education program emphases as
innovative tools to better the lives of these target groups. In focusing on
development problems rather than only on problems internal to education systems,
substantial efforts will be required to build in well designed and compre
hensive evaluation components addressing external efficiency (i.e., how
relevant the outputs of educational programs are to the priority development
needs of the nation).

Following is a brief (and thus necessarily oversimplified) summary of the
subsequent sections on the four emphasis areas:

The key theme in the emphasis area of Educatior. Economics and Analysis
is to highlight the need for analyzing educational requirements and
proposed education activities in terms of the human resource and
development problems they are meant to address, rather than focusing
only on improving the internal efficiency of education systems.

The scope for sector or subsector analyses and assessments need hot be
limited to areas where we are encouraging follow-up projects, but should
s~imu1ate a broader human resource and deveiopment perspective in the
examination of alternative education investments.

The theme of the emphasis area of Educational Technology is similarly
the encouragement of well-designed projects which examine alternative
approaches to human resource development. The focus is (1) on improvement
in the learning process itself and (2) onw~ys to provide learning
opportuilities for more people in LDes. Once priority development problems

This emphasis area is a critical pivot around which the success of the
overall policy of experimentation and innovation in the other three areas
turns. Analysis and evaluation should not be one-time "before" and
"after" looks at an activity but should be a continuing part of on-going
sectoral a.ctivities, contributing to the continu.ing process of decision
making' in the human resources area.

-----::=..-:LA"'I~---

The emphasis on Non-Formel Education highlights the need for well-designed
experimental _projects which explore alterna.tive forms of "learning systems"
to deal directly and effectively with priority problems of national and
human resource development. Projects in this area should be targeted to
reach low-income groups with information and skills relevant to all
aspects of fUner human resource utilization, including employment needs
and possibilities and health and nutritional status particularly in the
context Qfrural development.

......"A I ....'
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and releted learning needs are identified, countries should be encouraged
to examine va:rious technology combinations to lower per unit costs and
i.mprove learning effectiveness.

Technology should be understood in a broad sense as various combinations
of technica.l inputs designed to achieve a given output. This inter
pretation would allow f6r the implementation of projects suggested by
analyses where, for example, a project might utilize a "technology"
entailing a more efficient size, spacing or time use for schools. In
addition use of communications media may be justified as cost-effective
but will require careful analysis of cost factors,particularly when the
basic communications system (e.g., radio or TV) is not already substantially
in place or when large scale hardware inputs are projected. Broad needs
exist for research and experimentation with applications of radio-assisted
instruction, innovative forms of printed material, behavioral principles
of learning and environment, as well as research ai.med at improving the
efficiency of existing technology through, for example, changes in
scheduling, language of instruction, etc. Project planners must take
care to make explicit the development problems being addressed and
carefully design programs and evaluation components linked to the solution
of those problems ~ .

The discussion of Higher Education indicates that assistance should be
concentra·ted on improving the linkage of universities to development
problems, particularly those relating to otqerjoint LDe-AID program
priorities. It is true that many universities still have major need
for internal academic institutional development and substantive com
petence in basic a.cademic disciplines which will of course influence
the quality of theuniversityt s development efforts~ . However, AID has
chosen to narrow its emphasis in higher education in view of (1) the
heavier investment in the past in higher education in relation to other
education sub-sectors; (2) the past tendency of LDC universities to
relate the1:r academic expertise insufficiently to their countryt s
applied development problems; and (3) questions of high unit costs,
cost-effectiveness and income distribution.

All of these empha.ses overlap. They should serve as guides in constructing
innovative AID human resource programs which focus oni.mportant development
problems.' Thus, rather than serving as exclusive or everi coordinated
entry points for programming, the emphasis areas should serve as tools
to address the. central questions on which AID is trying to focus: identifying
bow priority d~velopment 'needs can be addressed by the extension, improvement
and development of lcearning opportunities; and how more useful learning
opportunities can be made widely available to LDC populations, reaching
the poorest groups at costs LDCs can afford. .

AS'indicated in the Sector Statement, a great deal of research and experimentation
remains to be done. The central feature of AID I S education strategy is to
identify important development problems and work ~with LDC governments in

CLU.I'l~A"IO"
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Although the examination of alternatives is a fundamental aspect of this policy,
it is recognized that there may be' serious difficulties in broadening. the scope
of analysis as far as would be desirable in implementing major policy changes
indicated by the analysis. Marginal changes in the right direction may sometimes
be the best that can be accomplished. The critica.l factor is judgement on a
case by case basis of whether marginal cha~e will likely lead to more dramatic
and comprehensive changes, This will often depend on the extent to which a
government is conscious of the need for more change. and will be responsive
over time to the impact and potential of a broader scope for human resource
development activities. A proposal for AID assistance which will lead to only
marginal changes in a strategy which does not adequa.tely address,or which
exacerba.tes, major development problems will receive lower funding priority
on this account, and, in severe cases, may be rejected,

This strategy of concentrating on innovation is not meant to consign AID
activities in the education emphasis area to "small money" or technica.l
assistance projects only, Sector loans, which ~y permit larger scale
acMvities and innovations in the priority areas, should also be considered.

Sector loans can incl~e elements of relatively high-cost capital expenditures
where fully justified in terms of affordable recurrent and per capita costs.
In view ofCongressts mandate to the Agency to increase the proportion of
funding going into the major AID priority areas, AID certainly does not seek
to minimize the size of education sector activities in relation to other
elements of Mission programs, particularly those outside of priority areas,
As an indication of the magnitude of funds the Agency is likely to have
available for well-justified projects, it should be noted that Congress
appropriated $89,000,000 for education and human resources in FY 1974.

Within the fieldafeducation, the projects that are in line with these
guidelines will receive program ana. budget priority, As DAPs are developed,
we urge careful attention .to the empha.sis areas and to host government interest
in possible project proposa.ls in these areas. Activities outside the four
priority areas are not prohibited, but will not share in the genet"al funding
priority accorded to these four areas. In addition, questions will be raised
in the review prOcess where proposed projects conflict with Agency experience
on cost-effectiveness or priority (e,g., if proposals were made for large-scale
expansion of secondary vocational education, serious questions would be raised
on cost~effectiveness in relationship to othet" types of formal education and to
other less formal. and/or traditional approaches~to skills training),

UNC'IASSIFIED

large- and small-scale approaches using var:l.ous technologies in formal and
non-forma.lsettings to find improvements and alternatives to the present
pattern of human resource development investment which are both financially
and technically feasible and socially and economically desirable, Attention
to the factors which determine the replicability of these efforts is critical
if this process, including LD.C experimentation, is to indeed be a process of
knowledge-building and problem solving. .
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A.I.D. I S narrowing of' f'ocus on a few key problem areas within educa.tion
necessarily means that we will not be heavily involv-ed in many education
problems with which government are, and should be, concerned. As the
legislative history of the new AID authorization oill makes clear, working
in a collaborative style need not be inconsistent with focusing AIDls
comparatively sma,ll resource inputs on a few key problem areas. For
example, when a priva,te foundation or assistance agency chooses to limit its'
progra,m priorities to a, few specific subsectors or problems, 1t is not
considered uncollaborative f'or not working in other areas. In most LOCs
there should be substantial areas of overlap between host governments I

highest priorities in education and those of' A.I.D.

AID will continue work within formal education systems and on internal
efficiency problems of educa,tion. The emphasis areas of both Education
Economics and Analysis and Educational Technology apply to both formal and
non~formal'systems;' and relate to questions of internal ef'ficiency as well
as external efficiency. What this guidance seeks to emphasize is the need
to look first at the broad development(with . emphasiS on employment, income
distribution, family planning, and other needs of lower income groups) impact
of proposed education activities, before focusing on questions of the internal
efficiency of the proposed activity in meeting educational objectives. We
would then turn to questions of what the House Committee on Appropriati9ns
referred to as ways to increase "the relevance of f'ormal educational systems
to development problems throUgh curriculum reform, better teaching materials,
and improved teacher training." To take an examPle, the equity-related goal
of spreSding basic educational opportunities to the children of the rural
poor may in some countries (e.g., Korea) best be addressed by. continuing
expansion of, and improvement in the quality and relevance of, the formal
primary school system. In most countries achievement of this goal, given
financial'constraints, will require extensive use of non-formal education to
supplement the formal educational system.

This guidance is necessariJ.T genera.!, to accommodate the very wide variety of
country situations to w,hich it must be applied. Its purpose is to outline.
Agency policy (or education assistance in terms of broad but fairly well
defined program guidelines and policies for activities focusing on a few key
problem areas. To supplement this program guidance, TA/FJm will soon be
providing further technical guidance and assistance to the field in the form
of research results, seminars, etc: In addition, some bureaus may provide
additional guidance for regional and country-specific efforts to implement
this policy.*-A number of compen4ia of existing experience with educational
innoyationshave already been disseminated by .TA/EHR for Mission and. we use
and others will become a"V"ailable. EXpertise In the emphasis areas is also
available to respond to field requests ~r8ssistence, end more will be
asselllbled. esexper1ence indicates the need.

~

..riOii

*The AfrieaBureau hesalready suggested direotions for a new strategy f'or
'educationpro.grems in Af'rica in a, paper by Princeton Lyman CAFR/DS) sent to .
Missions under cover of' AID'rO CIRCULAR A-246, dated }farch 23, 1974.

VNCLABWJi ."......".....,
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Primary concern in this area· is to ill\Prove, through analysis, decision
making capacity as it relates to the identification and solution of educational
problems and more broadly the rela.tion of educational problems and the
educational system to development.

A few Missions may be afforded the opportwiity of improving analysis for
educa.tion by directly assisting in the deveJ,opment or imprcncement of an
educational planning unit within a ministry, region, university, etc. In
such. cases Missions may wish to develop a project to train analysts, conduct t:~.

research, develop linkages to other government and private planning and ..
educational activities, etc. The Turkey Mission, for example, undertook a
5-6 year project of this type.

Alternatively, Missions may have opportunities to help with the development
or application -of some specific planning methodologies Or other tools
(e.g., an LDC wants to identify better the costs of specific components.
of their education program, or the incidence of benefits, or methods of
reducing costs, or the array of financing alternatives from which it might
draw}.

Most Missions, however, will probably be limited to treating the improvement
of ana~sis indirectly,.that is, through requests to assist particular
education activities (e.g., non~formal'curriculum,development,;regional
expansion and reform of an elementary school system via a sector loan, etc.). t:~:'

In such cases, Missions should view each project request from two points of ~
view. The first as an opportunity to help the host government. improve its
decisions concerning the design and execution of the education project
requested. The second, as a demonstration point, for revealing the potential
of the application of·improvedana.lysis and decision making.

Whatever may be the background, once a host government and Mission have
decided to cooperate in the area of analysis, it is desirable for both parties
to reach a detailed understanding on the purposes of the analysis,its
parameters, and the principal questions which the study will ask. Such
agreement is the key to a sucqessful analysis and will permit the study to
proceed as collaboratively as possible. It can help to avoid a common fate
of external studies - lack of LDC use.

Educational planning is and should be a'process internal to national needs,
institutions and capacity and must t~ke account of the fundamental political
imperatives and constraints under which I1li.nistries must opera.te. Ideally
there will be a continuing interplay between high. level decision makers and
technicians and analysts not 'only in the implementation of a given program;
but also in the process of identifying cost-effective and equitable programs
and targets for the 'education system. Thus, goals and programs which may
appear initially desirable from a political viewpoint (e.g., accelerating
expansion of secondary schools and uni~ersities) ~y be clarified by the

MD.""Wfyst as conflicting with other ei!tI!ti.iaoiecision makers (e. g., reducing fIlIlIMD ....

POST

1. EMPHASIS AREA: EDUCATION ECONOMICS AND ANALYSIS
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educated unemploymen:t or maximizing the spread of educ~tion to rural are~s).

In such analysiso{ tradeoffs expert assistance can be most valuable.
Because these questions are hard and sensitive anywhere~ and LDC resources
are very limited compared to educational aspiratiqns, the analytical work
requires skills and sensitivities well attuned toLDC situations.

Some of the fundamental quesVons to be considered in education (or human
resource) analyses·are suggested by the Sector Statement:

(1) What are the relative efficiencies and costs of existing and
alternative education efforts to best serve the country's
development purposes?

POST
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(2) What is the quality and relevance of schools and other educational
institutions to a developing society?

(3) What are the costs and benefits of alternative human resource·
programs that will best complement other efforts to overcome
development problems (SUCh as employment generation, family
planning or the role of women)?

(4) What level and type of education should be given priority in terms
of social and economic needs?

(10)

(5) Who, by geography (urban, rural, backward regions, etc.), socio
economic class, sex, etc., has access to learning opportunities at
various levels both formal and non-formal?

(6) What groups bear the burden of paying for the costs' of education at
·various levels?

(7) What level of educational investment can the country afford and
what policies are suggested within these financial constraints?

(8) What is the orientation of the formal edUCation system; is it
appropriate to perceptions o~ development needs?

(9) How do the educational opportunities at various levels relate to
problems· of employment and income distribution?

If a pilot project is planned and appears to be the most cost
effectiv.e and d~elopment-relevant alternative, could it be financed
from lo~l resources if e~ended to the nationwide target population?

It is recognized that there are significant limitations In methodologies for
answering these ,questions. The inclusion and weight of these difficult
questions as integral parts of broad ana.lyses end of the development of
individual projects is not meant to impede our assistance efforts by imposing
unrealistic analytical burdens on host countries and ourselves. Most of these
questions will have to qe answered on the basis·of qualitative analysis, often



AID has assisted governments to conduct assessments and analyses of education,
e.g., in Korea:, Colombia, and Jamaica. 'lhe extent to which assessments to
date have addressed development a·s well as strictly educational problems has
varied. The Education Office of 'lAB is now in the process of distilling these [",
and similar experiences (e.g., Ethiopia) for dissemination to field Missions. ~
~B has also received from some of its contractors reports on education sector
analyses which will be distributed shortly.

0'.(.'%'-'"..
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Situations ma.y well arise where the kind of broad gauge sectoral analysiS we
seek to encourage will lead to some' recommendations outside of AID's priority
areas in education, as well as others within them. Although there may have
been situations in the past where it was felt that any AID discussion of a
particular problem area necessarily carried a commitment to provide assistance
in that area, we hope that Missions will be able to make broad use of the tool
of education sector analysis without having to limit it to those areas in
which AID plans to provide .subsequent assistance. Where sector analysis yields
recommendations outside AID's priority areas, other donors may be able to
provide assistance to supplement -the LDC's own efforts. As in other sectors,
coordina.tionwith planning and operational assistance by other donors , both
within AID priority areas and outside them is highly desirable.

It is expected that Missions will require assistance from AID/Washington or
from intermediaries in their efforts to help WCs develop the capacity to
provide such analytical underpinnings for assistance requests. Missions
should begin now to detail such needs so tha.t the AID/W analytical support
program can be based on Mission a.nd host government requests.

on the basis of rather sketchy information. Yet questions of this type are too
important to be ignored. It is important to determine what the key substantive
questions are fOr a given situation and to answer them as best as one can.

POST
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Nothing presented here concerning broader ga.uge sector analysis should detract
from the need to carry out other simpler analyses. Sound analysis is required
as a basis.fbr any program or project.

In sum, the basic objective is improved analysis of all types for the education
sector and its subsectors. Mission should not become involved ina large number
of sma.ll projects, but rather should encourage efforts to institutionalize the
ability to carry out this kinciof a~alysis.

With respect to the economics of education, in new projects and programs we
want to see greater attention given toalternat1ve solutions with emphasis on
the attendant costs implications. U.S. assistance in education must not put
us ina position of endorsing a~tivities that lead to in~reases in either unit
costs or tota.l program costs beyond manaseable levels.

[.'.•.•...........".'...•......,

UNCLI\SSIFIED

Further, we'would like to help LDes discover and make use of alterna.tive ways,
other than national budget funding, of raising money for educational activities.



For example, a ,n~berof LDCs have been exper:imel1t~pgtiwith student loan schemes
and business-industry taxes. A certain amount at sharing of experience with
such approaches has been effected, but more ,is needed. ,Although some efforts
such as payroll taxes m~st.be scrutinized carefully w:!.th respect to consequent
distortions in the price and demand for labor, Missions, should encourage LDC
planners to give attention to alternati~e funding approaches.

The major points of the discussion above do not apply only to education anaJqsis
projects per se,but to the analysis that goes into projects in higher education,
educational technology and au¥0ther areas of education.
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2. EMPHASIS AREA: NON-FORMAL EDUCATION

In develOping an awareness,of non-formal education as an'integral part of
a country's total learning system, AID wants "especially to encourage well
eva).uated experiments in'non-formal education which are closely related to
the broader solutioI'lof rnajordevelQpment problems - fC)r examp)..e, the inability
of many small farmers to acquire new technology; lack of'knowledge about basic
hygiene and child nutrition on the part of poor, rural parents; inadeqlfate,
awareness of the potential advantages of smaller families or child spacing
and' of family planning services. AID also 'wishes to encourage experiments in
learnipg the "3 Rs" and other'Oasicfunctional knowledge ,using cost-effective
systelilBoutside the graded. school system, thereby' spreading the opportunities
for such' learning more widely' and to relatively disadvantaged groups.

It should not be assumed that any given rural non-formal education activity
will benefit poorer rural groups, even where ,the'activ~ty design clearly has
that potential. Education ~ctivities, like' activities in other sectors, must
be viewed in the context ot: the,local socio,-economi<: situation in which they
are1;leipg applied. Justa.s there is a danger that dominant economic and
political groups (e.g., larger fa,rmers) will appropriat,e the benefits of
credit, fertilizer and other agriculture programs, so rural non-formal education
could well result in efuphasizi~ the more sophisticate~ training and information
needs of larger farmers, ,rather than the more basic needs of: sma.lier, farmers.
Projects should explicitly address who the desired target groups are, how they
are exPected toM reached,a:nd what' prOblems (if any) call be expected from.
loc~l power structur.es. '

Although a few better off LDCs have already achieved or are well on the road
to achieving universal primary education, it is clear that mostLDCs do ,not
have th~··financia~ resources avaiiable to achieve this goel, or even approach
11l,for ibanyyears. In addition there are many human resoltt'ce problems of
lawer ioilneomegroups, partiCUlarly problems of literacy and skills training
for, 'adulta, which cannot efficiently be addressed by the formal education
systelll, at.;'least as presentlyc<:>nstituted. Maliy countries are (;lither already.
SUppOrting non-formal programs addressed to these problems or have specific
plans to do so. For exsmple, m6bile trades tra1ningunits in ~hailand teach
Pt.~t!c'lSkil1s in rural areas. Farner training centers have been organized
in KOrea~ ~he 4-H movement has been especially productive in the Philippines.

UNCLAS$IFIED
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Finally, the success of a project should be measured against the goals and
objectives which were originally built into the project inclUding the
broader development goals which are being addressed. One might includ~

measurement of actual crop yields over time for' those farIll(\!rs participating
in a project which provides relevant informa-tion to determine if, in fact, 
lack of relevant information impedes the small farmer I s acquisition of new
technology.

Outreach is also an important aspect of a project. Ideally a non-formal
experimental program should yield knowledge of the mix of reSOurces, technology
and program empha'ses which will result in the widest distribution of benefits.

The small farmer problem is only one of the many development· problems which
suggests non-formal education solutions. For example, Missions may find that
a productive line of inquiry would be non-formal training in industr1al and
service skills (including e.g., incentives to industry for on-the-job training)
as an alternative to formal secondary vocational schools. The latter have
generally not proven to be cost-effective.

In supporting pilot projects, Missions should' consider carefully the "issue of
project rep;Ucability as well as project releva,nce. A project, experimeptal
or otherwi:te, can be narrowly successful if carried out with superior leadership
and generous financing. However, the success of the project may not insure
broader replicability if it is conducted far out of line with the human and
financial resources which might be forthcoming in another environmental or
national setting. .

When supporting innovative projects ways should be developed to economize
overhead during the experimental stage so that overhead at the replication
phase is not beyond the reSources available for a wider effort. We see danger
in the tendency of some non-formal education programs to proliferate pro
f'essionalcoordinators and teachers. Obviously, the greater the required
size and quality of management overhead, the greater the cost and the less
likelihood of replication, given the scarcity of management and teaching
skills in most LOCs. To, reduce high overhead, pianning might consider
utilizing technologies such as radio or programmed instruction and techniques
which are within currently achievable resource constraints such a-s the use
of peer teachers or para-professionals.

Ethiopia is planning to use. the services of the Coptic Church to develop village
"practicums.IlThe Comilla project encouraged increased agricultural Il);'o
ductivity in Bangladesh through village cooperatives. The French have long
had their programs of "animation rurale" in francophone :Africa. Ecua9,or is
experimenting with simulation games and other techniques to make the cameesino
more aware of his environment and the means by which he can improve it. This
is not, of course, to say that all the above examples were cost-effective or
widely replicable. AID is interested in helping LOCs evaluate the cost
effectiveness of addressing rural education through these and other innovative
non-formal means.
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~enbroadJ¥, educatIona,l technology addresses both the, systematic design
and delivery of learning eXperiences. As indicated in the Education Sector
Stra.tegy, the importance of this area lies in ltmaking the learning process
more effective and accessib).e, whether in formal or non-formal programs of
educatioo."

AlDis interest in this a~ea, rests on the perception that programs using
educational technology,in~ludingperhaps the innovative use of a range of
media., can help address educational problems of availability, relevance,
cost and effectiveness by improving the cost-effectiveness of formal
education systems or through providing learning opportunities in non-formal
modell. The focus of application would be (1) to 'increase efficiency by
improving learning effectiveness and extending outreach, (2) to lower per
unit cost, (3) to help implement curriculum reform and teacher retraining,
and (4) to facilitate programs in other development areas. When communication
systems using modern media are or will shortJ¥ be in place, it may be possible
to extend these systems at relativeJ¥ low marginal cost for additional pro
gramming in a number ofdev-elopment sectors. Thus, educational technology
systems may be designed to serve as important elements of; agricultural
extension, famiJ¥ planning, he,alth and rural development programs.

Techno1ogical innovations, however, address primariJ¥ problems related to
internal efficiency of the educational process. The value of improve!! means
for learning, and of assistance in establishing them, depends on the value of
the developmental purpose they are to serve and 'bhe actual impact on those
purposes (i.e., external efficiency). Therefore, as stressed in the dis
cussion of the emphasis area dealing with plannir\g, projects should reflect
prior mcelarityon educational purposes and should make every effort to
a.ssess the relation of innovations to actual achievement of the purposes by
application of appropriate measurements.

Educational technology encompasses a wide spectrum because it concerns both
the development of the actual content of the instructional programs'-~and the
operation of the instructional process, as well as the hardware invOlved in
vario~~eliverysystems, e.g., radio, television, audiotapes, and innovative
forms or printed material. Educational technology is by no means limited to
activities involving sophisticated hardware or media. Thus the focus of .
educa'U.onaltechnology projects can vary f'rom a teacher training course by
radio tea IlEthodology for develoIl'ing a non-forml education program
addressing lack' of information about nutrition and famiJ¥planning. The
progr... learning m~thodologies used,in these diverse projects. show promise
of wide appllcability to other development programs where the learning of
nel( behavior pa.tterns isa requisite, as in many agriOUltural and nutr it;l.on
proe;:ra.s•
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Successful programs in this area must be carefully designed to take account of
major.variables. A programmed instruction radio system, for example, may
increase educational outreach to rural areas, but the programmer must a1so
directly address non-technological questions regarding the relevance of the
content to rural people and their problems. W
As with non-formal education, it is crttically important that programs utilizing
new educational techn910gy be explicitly related to predeterinined and fully
examined a.ssumptions regarding· priority ;Local and national needs. Perhaps one
of the greatest impacts of technological innovation is the inherent incentive
to open up educational planning, experimentation and development to a rigorous
and systematic examination of alternatives.

Future assistance to higher education will be different in form from that
so far provided. It will require rigorous justification in light of gr~ing

evidence of critical cost, equity and employment problems. As the sector
statement indicates, the earlier scale and emphasis to higher education

4. lUGHER EDUCATION

Some important work is already underway in a number of LDCs, though on a
limited scale. Over thirty countries around the world are using newly
designed educational technology to extend their school facilities and
services including several .countries which have embarked on extensive,
large-scale reforms of their educatiQnal systems based upon innovations in
educational technology (e.g., El Salv~dor and Korea). These projects have
begun to demonstrate the importance of integrating new hardware delivery
systems, improvements in instructional content and basic organizational
changes. In addition to applications within the formal system, non-formal
education efforts are underway or are being planned invOlving, for example,
the systematic use· of radio and other low cost media for delivering agri- L~~

cultural information and education in Guatemala and Ethiopia. A number of 'W
questions remain unanswered about the cost-effectiveness and benefit incidence
of some of the programs now operating. Experience to date of actual application
in LOCs has shown that, whereas new technology may improve academic performance,
it often increases costs as well. Powerful means of extendl~goutreach -
television is the best example - have yet to demonstrate that they can also
lower unit costs •. In each case it is necessary·to consider not the sophistication
of the technology alone, but rather the cost-effectiveness of the whole system
embodying the technology.

More field expe~ience of Qoth an operational and pilot type is essential!f
the full potential ·of educational technology is to be realized. Moreover, it
is clear that projects in this field raise a host of comp).ex questions~ The
TAB Education Office has marshalled highly qualified resources to undertake
cooperative planning with LDes, required for the development of innQVative
projects in this area. Missions may request them through Regional. Bureaus.
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assistanc,exnustgive way to lllOre selective)J..ow~()ost Pt~emswhich offer
efficientoppor.tunities for addressing important nEitional developmerit needs,
particularly in the Agency's priority areas relating to the quality of life
6f the poor. '

AID'ro Ol}CULAR A-
POST

i\latR.iftP~' .
·CON:TINUATION

The Sector Statement counsels AID to move away from assisting the "inte'rnal
development" of higher.eciucat;l.o'n institutions, in the LDCs and mOve toward
helping these ins1li1lu1lions provide "effective, problem-oriented service,to
their societies." Higher education institution-building is not an end in
itself; rather the proper end of our assistance programs in 'this area should
be the solution of impe>rtant development>problems. Obviously LDC universities
have a vital role in arriving at these solutions. Our assistance should be
selective and should help them play that ro~le 'better.

We do not underestimate the difficulty in ndilevingthis reorientation.
Within any university there are strong pressures which favor departmental
autonOmy rather then interdepartmenta.l cooperation in teaching and research;
which promote international standards of excellence ;per serather than con
oentrate on local development problems; and which encourage elitism and, at
least implicitly, income maldistribution rather than equitable participation
of all classes and groups.

Pilot. projects can assist. in the reorienta.tion ofoUl' assistance to LPC .
higher education. They can promote selectiVity. They can target more closely
on assisting universities to mount programs addressed to meeting specific
development problems. Thus, a given .pilot effort would not simply strengthen,
for example, the academic capabllitiesof an agronomy department but would
assist the university to w()rJ( with the Agriculture Ministry and/or other
relevant.educational and agricultural institutions on a joint·basisto address
a particul81' problem or· set of problems, .e.g., ~.icultural planning or dryland
farming. Such projects might not only bring together teacher.s and researchers
from several university departments, but might involve and activate inter
changes between the university and the agriculture ministry, planning boards,
etc., including in-cservice training for "ministrY people working in the area.

The involvement of U.S; advisors and training in the'U.S.' should be determined
, by the degree to which the university' s wbrk on a pal,'ticular development '

problem requires suc:h involvement. Missions. shotild se~kways to provide
direct grants to mc universities, enabling them to, finance all or part of
develop~nt-relatedprograms of communityserVtce,teaching and research•.

One assistance technique Jll8Y be some for,m of "topping-Off" gi'antfor the
budget' of the joint activities, where, the 'cooPerating organizations have
enoughself-intere$t and capability to finance a large part of 'the co~ts as
normal charges tothe!r budget, but find it p8:r:'tieularly difficult to muster
funds for certa-in part~ of the program (,.g.J travel, some res~arch components,
sal_rydlfferentlelsorout-of-pocket costs of foreign participants)~" This' .
cou3.dprewide an incentive for,:mobl11Zation of resources by the participating

AID· ...." ..... P"JN"E~ 8.68



Addi tiona.l criteria. Missions may wish tit> use in considering giving assista.nce
to LOC universities include:
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The prospect of cont'1nuing or' increasing support from na,tional and
international funding sourCes for development-oriented activities or
the university.

Tbe application of existing know1ed8e to problem solving, whenever
possible through multidisciplinary approaches, with research, teaching
and extension programs being used to serve the pressing needs of the
community•

A1thougb this airgram is intended as Agency policy guidance forpsoograrmning
in the human resource development area, the 'fact theta large element of
experimentation is encouragedemphesizes the' importance of a· continuing
dialogue andexcha,nge between Missions and A!J):/W if effective action programs
are to be developed. We would therefore appreciate Mission comment on the
substantive issues raised in the airgram and orr relevant experiments/experiences
in their countries of which we may' not be aware. . ,

AID·B·nA '9·82) LIST P EXCEPT CARACAS ._- CUU'FICATiON RUSH PRINTED .·n

Effective Bnd promising relationships between the university end 9ther
sectors and levels ofeducat1on.

.,.- Links to public and private action agencies including other universities,
whether 'local, national, or international involved in addressing' de
velopment problems -- and evidence of' a willingness to coopera.te and
draw on each others' strengths.

Commitment from national or regional leadership to the university's
role as a. key instrument in the dev..~lopment process.

organizations. It would also be much simpler to administer than standard
technical assistance contracts. In evaluating requests for assistance in
higher education, special attention should be given to the question, "How
and in what manner will AID support assist the university to contribute to a
better understanding and possible solution of such basic development problems
as undernourishment, poverty and inequality?" In the same vein, Missions
should consider whether the upiversity has a plan for contributing in these
sectors aver the next ten years or so and how it is proceeding toiJnpleDient
such a plan.

Evidence of initiative and genuine commitment to solving problemS
of national development on the part of key facultY' members and
university administration.

Commitment to building or reinforcing core strength and leadersbip
in such basic fields as agriculture, economics and social sciences,
pUblic health, natura.1 sciences, education,and administration;
commitment to experimenting with innovative applications to local and
national development efforts, and the extent of university links with
relevant government programs and ministri~s.
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10 INTRODUCTION

This draft, prepared by the Program and Policy Coordination Bureau
and .the. Inter-Bureau Coordinating Conmittee for Education, is intended
as' an aid in developing and presenting for funding activities in
Education and Human Resource Development •

thrust of the recent
i.e., the exigency .
selection of education or

.lts purpose is to emphasize and detail the main
Education Guidelines (AIDTO CIRC A-275, 4/2/74)
of a btoader'context for the identification and

, \ \
ASIA/DP, G. Patterson (draft) AFR/DP, F. Moore (draft)
AFR/DS,E.Mi;lrtin (draft)' SA/TD, E.Green (draft)
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learning needs, together with increased substantive attention to the relationship
of education and human resource problems to achievement of development, \
employment and· distributional goals of the society.

We hope the format will also:

1. facilitate program identification and ,consistency with AID policy
mandates;

2. provide a better basis for relating long term planning (i.e., Dev~lopment

Assistance Programs (DAP) and Education Sector Assessments) to shPrt
term planning (Le., projects);

3. serve as a baSis for the design ot' progralll evaluation;
;; , ~ .

4. identify the need for improvements in analytical and decision making
processes; '.

S. provide a mechanism for identifying AID research needs and priorities;

6. specify the activities of professional resources necessary to implement
proj~c~s in this area.

1. Specification of Development Goals (e.g., rural development)

2. Identification of Obstacles to Achievement of Sector Goals (e.g., lack
of bastc'learning skills -j'literacy and nUtneracy • in rural populat ion,
which prec:1udes achievement of sector goals of increasing small
farder productivity) '\ '

In view of the current, urgent need for a program development framework in the
human resources areB, we are 'sending the c1,1rrent document to Missions in draft
in hopes that st»tue may find laH or portions of it useful in their current DAP
and sector kssessment work. We are not requiring its current use, but we do
request Mission cooperation in furnishing comments and suggs~ti2ns'whichwill
make possible the refinement and improvement of the format. T~rs assessment
format stresses the intersectoral natur~·of developmental problems, the
participation in the review and use of the format of as many Mission staff in
televant fields as possible would be desirable (e.g., program, agriculture,
health·, population~catidn).

It is intended that the revised format will provide a minimum list of questions
to be addressed in DAPs, sector assessments and project documents and that these
same questions will be raised in :the IAl~/W review process. It is also recognized
that the degree of sophistication in the respohse will v~y acco~ing to
(1) the nature of the question being addressed and (2) data availabilities
and analytical capacities in the Mission and host country~ •

~I ~

A. CHARACTERlZATION OF DEVELO~NT GOALS AND PROBLEMS

AlDTO CIRCULAR A-
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3.

4.

Priority Ordering of Major Problems
\ I I

Identification of Human Re1source Development Needs
Characterization of Priority Development Problems'

Derived From
I

DAP II (Sector Assessment)
h •

B. PROFILE AND ANALYSIS OF THE LEARNING SYSTEMS

1. Descriptive Profile of Learning Systems
, ,.

a. Formal Schools
b. Private Formal Schools
c. Other Government
d. Other Private

2.

1.

2. Analytical Review of the Profile

a. Costs and finance
b. Structure of Costs'and Potential for Improvement in

Internal Effficiency I .

c. Equity Impact of Current Structure (by levels and types of
p~rticipants)' ,

d. Role of Education in Other Sectors
\. i

C. EXTERNAL EFFICIENCIES OF LEARNING SYSTEMS

Relation of Output to Priority Development Needs
',' , 'I. . "l.. 4 ,". '\

Identification of'~uman Resource Development Gaps .
C\ " \. !

D. REVIEW OF ALTERNATIVE BASES FOR PROGRAM IDENTIFICATION

1. Clarificatfon of Learning Problems
2. 'AC~ivit~es of Other Agencies, " \ I,

3._ Assigning Priorities to Solutions of Learning Problems

Use--of ReviSed Log Frame

In'a~dition to the response to.each of items A throughE, Missions would be
re~uesteij to pcovide: ' \

- specification of analytical method used i.e., ,2, the question was
answered: (This would vary considerablly frorodesctiptiori of an
analytical technique to solely'judgmental responses~;.. ,' \

- some estimate of the reliability of answers given the analytical
procedures used. .

Specifications ot ~thod and reliability are
appropriate context for the clarification of

. , UNCU$SIFJED
CLA••wlcl1'1OH

included to provide an
~ractical, count~y-specific
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constraints (e.g., availability of data and expertise) under which the AID
program must operate. In executing the' ·ihstrument, Missions 'Should:

. ,'.

l.·.···.··.·.·?'.'.·..
C""••'Plc,d'lON

- answer all questions;

- provide as ~uch analytical rigor as possible;

- collaborate"~e' extent possible with the h~st government;

In forwarding your comments to Washington, it would be .desirable to address
the following points:

1. the extent the format meets the intended objectives (l-6 on page 2)

2. the utility of the questions for relating educational activities to
satisfaction of priority developmental needs.

Are there other questions you feel are more c~itical to the process?
Please specify. '"

3. the value of specifying method and reliability of assessment data

4. the manpower necessary to execute the instruments given:

a) time constraints

b) host country expertise (governmental and non-governmental)

c) Mission personnel

d) availability of existing country, international or other
donor data and studies.

5. Specified additional requirements:

a) KI.D/W resources (contractors, grantees or AID personnel)

b) Other

We recognize that the relative emphasis of this document on deriving edu
cation needs from development goals and problems in other sectors and
in the economy and society as a whole rather than starting with goals and
problems defined only. in te~ of the education sector itself maybe a
new approach for some missions and host country governments. This emphasis
is manifested 'in various ways throughout the format: in the initial
characterization of develdpment goals and problems, in the examples employed,
and in the section on externa! factors of learning systems. The emphasis
is deliberate. and reflects the growing concern\ in tne de'Ve,lopment' community
that scarce resources invested ~n education be employed as effectively as
possible to contribute to the development goals arti'cu-lated by. the host
Country and presumably shared by cdoperating donor agencies. In education
as .in other. settors, whether they be agriculture, health or population,
these goals traonscend the sector itsel'f and involve objectives like pro
ductivity, income, employment and 'equitable sharing of costS and benefits.
In educa~ion, of course, related objectives, such as improved.civic
participation in the society, will usua1lrbe included.
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A parallel emphasis of the format is on the multi-sectoral nature of
learning effort and activity in all countries. A substantial amount ~f

such activity is channeHed through institutions and agents formally
located in 'other sectors (e.g., agriculture, health, industry, etc.).
An education 'sector assessment intended to improve the effectiveness
of resources allocated to education must examine significant learning
effort wherever it t~kes place.

These relative emphases should, not, however, bias the. use of the format.
For example, an assessment which addressed the questions raised in the
format could very"legitimately conclude that extending or improving the
efficiency or utilization of the formal primary education sys~em should
have highest priority for AoI.D. or a host govermnent 1n a given country.. .

One of the most important objectives of the format would have been served,
however, if in reaching this particular conclusion, questions were raised
about (1) financial constraints and trade~offs (including relative cost
effectiveness), (2) relationship to priority development goals and
problems and (3) the equity with which the costs and benefits of the system
impact bn"income or socio-economic groups, and means formulated to assist
the system in ways which addressed these prob1ems. Similarly, the assess
~ent process might conclude that extension and/or experimentation in some
aspects of "non-formal" education had highest priority. But ehe assess
ment should have also raised the same questions abbut costs, relationship'
to priority 'development goals and equity. "While doubts have been raised
in s"o~ quarters about the inherent capability of "formal" or '~non-£ormal"

systems to satisfy adequftelX the1above'criteria, it is by. no means clear
in a given country that/n8~-r~;~re!ppr6acheswIll alwaY$ be superior or
that efforts to improve the performance of the formal system will not be
more cost-effective." Nor, of course, need the approaches be mutually
exclusive in t~e context of overall 'educa~ion strategy. •

We are currently field-testing this format in two countries and have
received an I~itial favorable reaction (Peru ana Panama). We look for
opportunities irr other countries where education sector assessments are
plailned in order to determine the degree to which the instrument is helpful.
After receiving"your conment6 and sugge"stions, we will try to refine the
format and send it to' you by January, 1975, for further use. In orde"r t!o
develop a revised instrument within a reasonable.. time, may we have your
C01IIllents by 15 NoveIllber 1974. - •

UNCLASSIFIED
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II. FRAME\<lORK FOR ASSESSING HRD ACTIVITIES

A. CHARACTERIZATION OF DEVELOPMENT GOALS AND PROBl.EMS

Substantive guidance on the DAP and broad Agency goals and priorities
1s contained in all referenced documents. The most specific guidance
for DAPs is still Annex A - DAP Content and~Building Process - of

UNCLAS SIFlED

All societies have programs serving these functions. They are conducted
through formal, non-formal and informal delivery systems. Consideration of
these several functions is essential to assure a rational basis for selecting
Mission sectors of concentration (which mayor may not deal with Human
Resource Development directly). It is always necessary to remember that
education plays both a direct and indirect role in development.

AID Sector Strategy in education (Ref. AIDTO CIRC A-988, Oct. 73) notes
that a large share of funds allocated to education is' being deployed through
sectors other than education,e.g., agriculture, health, population, .
nutrition, etc. Efficient resource allocation to human resource development
requires a consideration of- 'education' development which is nationwide in
character and multi-purpose in scope (i.e., serving social, political and
cultural objectives as well as economic).

It may be useful to very. generally characterize education's direct role as
longer term,formai and preparatory or 'preventative' i.e., forming basic
skills and knowledge fundamental to broad s8ocleta13lgoals. The indirect
role, by comparison, may be 10£rely associated ~ith shorter-term skill
training, non-formal modes and generally 'curative' ;i.e'jfilling specific
manpower or knowledge gaps in the society.

This paper seeks to clarify the importance and necessity of consideration of
these two learning functions with~n the context of basic DAP as well as the 
specific Education Assessment. To the extent that ~my of the following
questions are not treated in an existing DAP, they should be treated as the
first elements of the Assessment, i.e., DAP 11.

For the purposes of this guideline the indirect contribution of education is
taken as the role that education plays in contributing to other sector
activities,~.g., agriculture, health etc. The direct role is understood
as the way education itself is or should contribute to economic and social
development, i.e., providing fundamental skills and knowledge that enable
the population to effectively participate in society in general and the
economy. These specific learning activities produce doctors or para
rnedicals by a variety of means and thereby contribute to the success of
activities in the health sector for example. Tne same learning system(s)
may also be performing the essential function of equipping a general or
target population to accept and use the services prOVided. Similar ex~les

could be cl~ed:1 which would focus on the utility of basic learning to
broader social, political, and cultural goals.
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Aidto-A-461;.. Section A below expands on the basic DAP gUidelines by
providing specific issues in the examination of hutl\Cln resource de
velopment and education~

1. Specification of Development Goals

What is required here is a brief but concise statement of broad'
policy objectives including a time frame and projec~ed areas of
concentration by sectors. Particular attention should be given to the
relationship of country goals to AID priority areas of rural de
velopment, equity (particularly low income groups and women) and
employment. Although it is recognized that in most cases these
goals will be general, attempts shouJd be made to identify those
goals which are in fact demonstrated"by government policies, programs
and funding levels.

The human resource development goals which ·serve development directly
should be reviewed and result in a specific statement or statements
of what the target population is supposed to do or know to effectively
contribute to and benefit from social and economic development. A
format for ordering this information is provided in the matrix in
the following page. The learning needs as required by specific
sectors or development programs are not as readily obtainable and
therefore must be derived from an examination of other sector'goals.

For clarity we will develop a schematic example of how one might
proceed from a broad development goal to derive the indirect
requirements for a learning system(s).

We will use the example of rural development as a broad development
goal. It will, of course, have many program components: e.g.

Broad Development Goals
e.g.

Small Farmer
. Productivity

Rurall Devel.

Rural
Infrastructure

UNCLASSIFIED
CU.....CAT.OIII
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lil.M.N RESOURCE ~UIREMENTS OF BR~D SOCIAL, POLITIC'AL & ECONOMIC GQf\LS

Societal
Other

Goals Political Literacyl Adaptive Cultural other
:R!.rticipation Numeracy Learning Cohesion

Skills
Education Target IntermedImplications Pop(l) Pop (2) . ,TIp lip Tip lip TIp lip TIp lip

;lhat type of
Education is
Required'?

~pproximate Number
of People to be
Served

Geographic
Location or .
Populations to be
Served

Nhen will Services
be Required
A. Initation .
lh Duration

-';<.""

, ,

(If\. E.G. Prinary School are Group 7-14.
(~

,,"9

(2) E.G. Teachers.
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Farmer Productivity

~,cultural
Fertilizers Technology

2. Identification of Tasks for the Achievement of Sector Goals

Rural Development

These gen~tal problems should each be broken down to a sufficient
level of specificity to permit the missing or inadequate elements to be
identified.

3. Priority Characterization of Major Problems

This step would further examine the Components and th~ir causes in
order to outline a rough sequence for dealing with them. The outline
might now look like this:

UNCLASSIFIED

In our specific example of small farmer productivity, one might specify
the need for credit, fertilizers and agricultural technology.
Schematically we will develop the small farmer productivity example,
although, of course, each sector program subdivision would be developed
along similar lines.

Rural le.elo....t

Small Farmer Productivity/. l ~ Agricultural

/ed~ Per 11izer ~echnolO8Y

limired 19b la.d L.,''Q.mlted
understanding terms ownership prices understanding

of small re~~ement8

farmer

AID'l'O CIRCULAR A-
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BefQr~ any gener.al Program target can be drawn from ~his outline, one
would need to clarify sequential interdependencies, ,i.e., what components
must be in place before others can make an effective contribution. Thus
in the ~bsence of roads and markets~ credit, fertilizer or technology
inputs may be ineffective, if not inappropriate. Similarly, but at a
lower level, it would make little sense to develop an informational
system knowing that credit terms were unaffordable by the target
population.

Again, similarly, but ata higher level, the entire rural development
program might be inappropriate without knOWing the broader willingness.
and capacity of rural populations to accept and use services to be
provided.

4. Identification of Human Resource Development Needs for Realization
of Priority Development Goals

The task, at this stage, is to specify what the indirect or derived·
learning requirements are for the achievement of sector goals.

UNCLASSIFIED
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1. Descriptive Profile of Learning Activities

The purpose of this step is to provide a reasonably clear under
standing of where the learning systems are now - whanthey are
reaching, what they are costing, and who is paying for them. While
this step may appear to be limited to a static description, it is
important to remember that education, direct or indirect,' is constantly
changing and being changed. The dynamic nature of education requires:
periodic,if not constant, description and analysis. This outline
is not meant to endorse or encourage laborious and time consuming
efforts to complete each cell. Outside data sources, e.g., UNESCO,
IBRD, should be used whenever possib1e~ The kind and amount of

. information produced here should permit one to relate the supply
side (learning) to the demand side (learning requirements of priority
development goals). With time and manpower constraints, greater
priority should be given by.Missions to analyzing the data available.
The matrix which follows here may be useful. It is, however, offered.
for illustrative purposes and is subject to rearrangement.

B.PROFILE AND ANALYSIS OF TIlE LEARNING SYSTEMS

An important feature of both matrices is the distinction between an ul
timate target population and an intermediary population. The ultimate
target population are those for whom the services are being provided, e.g.,
small farmers. The intermediary population are those who must be trained
or are availab1e to deliver what is required to the small farmer, e. g.,
extenB.ion agents. This is required because the learning needs of these two
populations, while complementary will differ. The inclusion of information
on the intermediary population, of course, assumes a given delivery system;
e.g., in calculating teachers required for expanding the literacy of
children one might assume the use of primary school and a student/tea~her

ratio. Similarly, estimates of agricultural extensionists (With skills in
credit, fertilizers, etc.) assumes a type of program (e.g., co-ops with X
number of members and perhaps not a radio supplemented informational system).
Your investigation at this stage should be viewed as a necessary but pre
liminary first-cut subject to refinement after Sections B, C, D and E have
been dealt with. They will further validate t'hecapacity, efficiency and
limitations inherent in the assumed approaches.

The matrices on p. 8 and 9.are presented for illustrative purposes and are
not intended to suggest a particular format for ordering or reporting
information. They are meant to highlight the importance of a thorough
examination of national goals in order to derive a characterization of the
learning and educational requirements of the nation.

poeT
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The Learning Structure/Profile

(A c:
A. Foraal Schools B. Private Schools C. Other Government D. Other Prh-ate

. 1. Cov·~ra."e

Nos. entering & completing
for all areas where avail
able

~ of age relevant pop.

(a) distribution of in-
come groups

(b) distribution of loca
• tion (rural/urban)

(c) distribution of sex

2. Costs

per stuocnt costs (avg.
daily attendance)

per graduate costs

3'. Learniu'!Outnut M·.-Bsures

Ferfcr:nar.ce measures (re
lativ~ to learnll;(]; object.)

e.g. lit.eracy
professional exams
skills, etc.

4. i;'!.t"r,~ of' ! ':J.rnin'·
l:,Sl:l( L1.:'J'.:;ll'l"it

('1) n~'. ::' tnl1ncr::;
(I) T:,] i I. .... ,·r l,'o'incrs
(,.\ ',<1. or u.imirdstl'O.tOl'll
(d) tl'ldr,c"!J;UpJ 1 J'utio

;
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1) Teachers

(a) Salaries
(b) Training

2) Instructional Technology

(a) Materials - books
(b) Other
(c) Narrative Description - costs and

efficiency of deve.1opment, pro
duction~ distribution and revision

3) Management

<a) Administrators
(b) Support Staff - professional .
(c) Support .Staff - Non-profes~ional

4) Equipment

5) Capital Costs/Construction plant

UNCLASSIFIED
CU.....='CA~I..

1) existing unit costs (capital and recurrent)

2) projected total unit costs (based on population)

3) size of existing educational budget (capital.and recurrent)

4) education budget (a) % of total national budget
(b) portions of other sector budgets

allocated to education

5) comparison of 2-(projected unit costs) with 3 & 4
(implications for growth of education budget at current costs)

6) current and projected sources of private support (real and
monetary)

(a) individual
(b) institutional

7) adjustments for inflation of costs

(b) Structure of Costs/Potential for Improvements in Internal Efficiency

2. Analytical Review of Profile

AIDTO CIRCULAR A-

(a) Costs and Finance
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% Educational Budget

b levels

6) Repeaters and Wastage (use UNESCO
gUidelines and data)

(a) by grade and type
(b) instructional years to produce

a ,graduate
(c) instructional cost years to

produce a graduate
(d) narrative

(c) Equity Impact of Current Structure (by levels and type)

1) public and private costs

2) relative share of national and education budget to rural areas

3) access and output by income groups (rural/urban)

4) access limitations by language of instruction

5) sex discrimination

(d) Narrative - Role of Education in Other Sectors as perceived by
Ministry of Education, general population, other Ministries and
Private Enterprise

c. EJITERNA!. FACTORS OF LEARNING SYSTEMS

To determine the relationship of what beaming out of the systems to
the priority needs for specific kinds anel levels of skills, know1edge~

etc., relating to rural living, examine the following: (1) where are
the current educational products going and to what extent is the current
oUtpUl; at various levels serving priority needs? (2) where gaps exist,
what are the causes? Are they internal or external to the education
system?

1. Relationship of Output to Priority Development Needs

The effort here is to examine specific bottlenecks to thedeve1apment
of efficient human resources.

Examine the output of the existing learning systems to determine how they
are serving society. E. g... is the, 1eye1 and type of learning appropriate
to the society, partic;:u1a~lyrura1poor?, Are theyeimportantemp1oyment
and unemployment problems '. associated with various levels and types of
J.earning? Are there underemployment problems inherent, in the structure
of the 1ear~ing system - e.g., are more agronomists than extension
workers being produced? Is there an 'undesirable rural-urban shift re
lated to system biases? One could identify -problems of this kind through

QNCLAS$1flliD
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Production - refers to numbers of people exposed to certain types
and levels of learning for the achievement of certain social or
economic pl,lrposes, e.g., school teachers, agronomists, extension
workers, basic rural skills, HCH training functions, etC.

2. Identification of Human Resource Development Gaps

UNCLASSIFIED

the use of tracer studies, establishment surveys, discussion with profile
groups, analysis of employment and unemployment data.

If human resource needs were identified as important bottlenecks in the
solution of development problems in the sectors of, for example, agri
culture and health, a review of the potential of the existing learning
systems ·to meet those specific needs is now. 1'E!qulred..

Important educational needs are likely to have been identified in several
sectors. Depending on the time frame projected for servicing those needs,
overlaps will vary considerably. Thus short term requirements for middle
level health manpower may require specific kinds of skill training pro
grams. On the other hand, given a broader time frame, needs for rural
basic skills and attitudes plus educational efforts in agriculture,
health, nutrition, family planning, etc., may in the aggregate suggest
a single comprehensive program focusing on rural populations.

Overlapping social and economic goals should be considered when reviewing
the external efficiency of existing learning programs, particularly
primary education. Although little relationship may be demonstrated
between 1-5 years of basic schooling and economic productivity, other
externalities or benefits may occur. One would evaluate what evidence
there is to support assumptions that educational attainment has major
effects on, for example, health practices, nutrition practices, family
planning behavior, political integration, ~r'other high priority
development goals.

The task now is to identify in what ways learning is or is not serving
development needs. Shortcomings may be attributed to causes within the
learning systems (e.g., irrelevant curriculum) and/or causeS external to
it (e.g., wage structure). This is one of the most critical stages in the
review. Its intent is to elicit a close examination of the causes 
internal and external - of an inefficient educational system. The
approach is similar to that described in Section A where we tried to
examine general bottlenecks across sectors.

The effort here is to examine more specific bottlenecks to efficient
human resourc~ production and utilization:

~"".'''I''UI
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Utilization - refers to the application of the knowledge and/or skills
and the work or life situation for which the training was given, e.g.,
teachers produced to assist rural education who end:up teaching in urban
areas or working in banks are not being efficiently utilized. The needs
for which they were trained will remain unfilled even though some other
part of the country or economy may benefit.

The distinction will be critical in the examination of most every human
resource problem. The output of rural primary schools or agriculture
universities may not be effectively utilized by the economy. Improvements
in the internal efficiency or type of training may not, however, be an
useful or appropriate input if major distortions in the labor markets are
the primary cause of poor utilization.

It is very important to remember that such a situation should not necessarily
preclude a learning program; rather by specifying~ the bottlenecks
(government policies, cultural factors, etc.) a sounder judgement can be
made of the real potential of improvements on the learning/supply side.
Where external factors predominate, educational inputs could still be
justified, but only if assurances were made that someone (the government or
other donors) was planning to tackle those problems.

Some of the possible causes of inefficient utilization of learning systems l

output are listed below:

(a) Non-Educational factors and policies affecting the efficient
utilization of learning output (labor supply)

(1) Differentials in Wage Rates

- Are there differentials between urban and rural areas for
individuals possess,ing the same academic background?

- Are there significant development consequences, e.g.,
migration?

- Are there differentials in wage structures between occupations
which divert those with knowledge of use in priority areas
to other endeavors; e.g., math teachers working in banks?

(2) Tax Policies ..
- Are there tax policies which shape the size and nature of

economic activities within sectors? E.g., favoring estate
agriculture or expor't industrie,s.

(3) Price Distortions

- Are there policies of capital subsidies or labor taxes which
skew the demand for labor by encouraging capital intensive
production methods? .

............ I..W
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.. If there are weaknesses in the curriculum or content, what is
the relative importance of management and planning, research,
technology, etc~?

1. Clarification of Learning Problems

The preceding sections allo,w one to clarify the nature and size of
the apparent learning problems. Specifically, the review of causes of
the poor performance of education/learning output in meeting priority
development needs permits one to ascertain whether the human resource
p'roblems are ones of utiJJ,zati.<m~ production, or both. Human resource
policies should deal with two essential componen~s:

(a) the production of human beings to participate in social, economic
and political life of the society, and

(b) the effective utilization of those trained human resources.

(4) Are there social, ethnic and cultural factors which skew the
supply and demand for labor in various sectors? E.g., are
there minority, linguistic or cultural groups denied access?

.. Is there a fundamental urban bias to learning content?

.. Is the structure and content of the learning system geared solely
to those going on to further studies or is it designed to serve
the many leaving the educational mainstream to enter life or the
labor market?

A significant and common reason for the inefficient utilization of
learning systems' output is the poor fit between the kind of
knowledge needed for economic and social participation in key de"
velopment sectors and the substantive content of learning•

.. role of examinations; use selective criteria; entering and
leaving?

(5) Migration Trends and Policies

Are there migration policies (or lack of them) which permit,
if not encourage, the. draining of needed human resources away
from high priority areas? Are those migratin$ pver.. trained or
is there a lack of effective demand for their skills?

AJ:DTO CIRCULAR A-
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One should have determined whether the learnihgsystems are pro
ducing the numbers and kinds of peopl~ required and whether or not they
are in fact participating in key social and economic development areas.
Section A would have identified significant shortages of doctors or
rural extension agents. 'Section B might have evidenced that appropriate
numbers are being produced. Section C, however, might reveal that for
wage or other reasons, those trained for the prioritya~eas are not
entering them; e.g., doctors might be emigrating or·aLl concentrating
in urban private practice. Teachers may be entering other', fields, '
particularly, private industry. Rural extenSion agents might be con
centrating in white collar ministry jobs .in the capital. Those who
have been provided basic knowledge for rural life may be unemployed,
urban slum dwellers. In such cases the solution of the human reSOllrce
problem is not one of production, but rather utilization. In such cases
a further educational input focusing solely on the production of
individuals would not be justified. The nature of utilization problems
usually necessitates policy changes by the host government.

- Production

Alternatively, your analysis may reveal that there are real human
resource shortages in the priority areas, i.e., the numbers requi.ring
certain levels and types of knowledge ortra!ning are not being produced.

While the provision of the instructional input would hopefully be
primarily a production problem,. provision should only be considered
after one has assured that effective utilization processes are or will
be established. For example, middle level agricultural support manpower
may not be produced in adequate quantity. Many tr~ined are not entering
the profession. Before one could justify an activity to either improve
the quality of s~ch training or the volume of output, several searching
questions are required to identify the causes of the drainage of this
skilled force .to ot'her fields'; for example:

"'........ 1...'

- Is it lack of effective demand for their services?

- Is it the lack of amenities associated with rural service? - Are
the graduates predominantiy city people or elite? - Is that the
main reason rural service is so undesirable or is it that the
level of training or requirements for it so high as to exclude
participation by large rural populations who never reach the
secondary level? .

- Is there a notable shortage in secondary school places thus
at~racting students with no interest in agriculture into the
school for use as an alternative route for further education?

- Is it demonstrable that the quality of educational output affects

VNCLASSIFlEP
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I.} agriculture extensionists:

-- training good, but not enough people being trained -- solution
'increase coverage.

More generally, production problems can be characterized in terms of
coverage or relevance or a combination of both.

2.) paramedical personnel:

-- adequate coverage (i.e., numbers being trained), but inappropriate

This is essentially an important exercise in clarifying s~ of the
causes of the general problem, i.e., the utilization aspects of a
production problem.

the ability of the graduates to get and·ho1d productive jobs in
the priority areas?

2. Relevance Solution

Relevance solutions would be required where one had ascertained
that what is being taught (Section B) is not appropriate (Section C) for
the learning needs of priority development a~eas (Section A) although
the number of persons being .served is adequate.

1. Coverage Solution

Coverage solutions would be reqUired where one had ascertained
that what is beipg taught (Section B) is appropriate (Section C) for
the learning needs in priority development areas (Section A), but that
nOt enough people were being provided that knowledge.

In all such cases, one should attempt to ascertain the extent to which
the size, cost and time for a production solution cou1d'be reduced by
actions to improve utilization.

Operational reality suggests that few solutions will be entirely coverage
or relevance. In all likelihood, .both will require attention. We
sepal.'ate coverage and relevance here for purposes of clarity and because
the activities required to deal with coverage and/or relevance are
likely to be significantly different.

C. Coverage and Relevance: Solution Requirements

For example, the following ~eeds might have been identified in Section A
and examined in ~ectionsB and C:

At this juncture one should know the nature of human resource problems
for social and .' economic priority sectors.
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3.) basic rural skills (for 7-14.age group):

not reaching enoug~ people and what is .being taught has no per
ceivable utility for thei~ ~ork or lives -- solution increase
coverage while improving relevance of curriculum being'offered.

a) What are the human resource needs of priority development problems?

b) (1). Where is most of the education budget going7 (e.g., formal
schools, teachers salaries)

(2). Within that system or level, what are the maJor utilization
problems? What are the cri~ical production problems? Are
they coverage or relevance problems?

(3). Can priority development problems' human resources needs be
served with inputs at this feyer?

A set of suggested criteria, which essentially sumnarizes the entire
assellmentprocess as outlined above, should be useful for making choices
and presenting your submissions:

These ideas may be clearer when viewed schematically as in the following
chart. Having worked through the outline, one should have before him a
variety of learning needs/inputs to which specific solutions can be
applied.

Of course, the coverage or relevance solution indicated must be tested
against cost considerations. If increasing coverage, for example, using
the current delivery system is intolerable then alternative delivery
systems should be explored.

type and level of knowledge b~~ng imparted -- solution improve
curriculum rel~vance.

Before assigning priorities for AID action, it is now necessary to
identify the existing or planned activities of the government and
external assistance agencies (e. g., 'lBRD, ~ES()J).

2. Activities of Other Agenc~es

3. Assigning Priorities to Solutions of Learning Problems

With respect to the problems you have characterized through this exercise,
activities of other donors should be quantitatively and qualitatively
assessed. It would be imprecise to merely report that UNlCEF is involved
in rural education (e.g., school construction) when your analysis has
demonstrated that the critical problems lie more specifically in high
unit costs, in existing facilities, poor relevance and administration as
well as inadequate facilities.

AI...... '''.1
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(4). What would be the impact of such inputs on

- equity?

- employment?

- development?

c) (1). What are some of the alternative solutions to the problems
as suggested in b) above?

(2). Do mecha~isms exist which might be cost. effectively
expanded?

(3). Are there other alternatives which might be devised and
tested?

(4). What would impact be on

- equity?

- employment?

- deve lopment?

d) Which problems/needs are or will be addressed by other agencies?

e) Pravis.ion of cri,teria for AID inputs

(1). Alignmentrif Country and AID goals

~ (2). Cost-Effectiveness

(3). Pilotin$ new or innovative learning a~proach~s

E. Project Design and Appraisal

The fifth and· final step is project design. Having completed the
previous. sections. users have in hand the necessary iriformationto feed
the logical framework: i.e.,

1. Sector Goal

2. Project Purpose

.j. ReqUired Outputs

4. Objectively Verifiable"Indicators

- Measures of Goal Achievement

- Measures of Benefit Iqcidence at Goal Level

5. Means of Verification

6. Important Assumptions

7. Me~ns of Verifying Assumptions
.

Below is a modified version o~ the logframe which is appropriate for
UNCLASSIFIED
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We believe that the procedures outlined aboYe will serve both Mission
and AID/W purposes in designing and implementing programs in the human
resources area. It is our intention to produce, after receiving Mission
comments, a revised assessment format which will indicate questions to
be addressed in human resources program and project supmissions. We
hope, accordingly, that Missions will provide timely, thoughtful and
candid comments. In a complex, developing field like sector assessment,
no framework can ever be final and we expect that the current instrument
will be refined periodically as we g~in experience.

Our intent here, is once again to be illustrative. We are by no means
encouraging Missions to b~gin utilizing the modified logframe without
further instruction. We rather seek tel emphasize that the assessment
proceeding along the lines suggested in A through D above will directly
facilitate a comprehensive justification of the project. '

111. Conclusion

The format has been reviewed with one of the several Mission which are
currently undertaking education assessments. The findings in this first
review suggest that; execution of the instrument; is well within the
capacity of most Missions with minimal outside.assistance (local,AUJ/W
and contract).

These tasks would all be facilitated by the method indicated herein calling
for specification of l!2!! critical questions were answered as well 'as the
reliability of the respons~. Assumptions should be made as explicit as
possible and should be stated in operational terms. This may permit
the planner to take steps calculated to reduce uncertainty, increase
control and, where possible, move the assumption within the scope of
'the project design.
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(a) verify. the validity of the assumption,

(b) weigh the importance or criticality of the ass,umption,

,(c) assess changes in the status of the assumption,

(d) suggest actions which could increase the probability that the
assumption would be realized, and/or

(e) specify the need for further study of the assumption.

Columns 3 and 4 are designed to distinguish between the nature of the
benefits created by the project (i.e., increased output of learning or
skill services) and the benefit incidence (i.e., the numbers in the
target population who will receive the learning or skill training).
The groups to whom the benefits are intended to accrue (target groups)
should be identified by income, geographic, or other relevant socio
economic descriptors.

Column IV

Column I

the expanded purposes of this exer.cise. Following are explanations of the
column revisions:

Presentation of alternative project purposes considered for meeting a
given sector goal.

Column III

This should be available when Section D above is Gompleted.

Columns III and IV

Column VII

Column 4 recognizes that planning assumptions directly influence the
viability of a causative linkage rather than the target itself. The
split-level arrangement of Columns 5 and 6 accommodates this relationship.

In addition Column 3 is designed to encourage greater specificity of
targets.

It should facilitate the comparison of input~/costs during any period
with corresponding indicators of outputs/benefits.

This provides an added column for clarifying and elaborating the assumptions
(external factors and circumstances) which affect the causative linkages
Entries in this column can be used to:

Address questions about this policy determiTUltion to:
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GUIDANCE STATEMENT ON
SELECTED ASPECTS OF SCIEN~e AND TECHNOLOGY

This Policy Determination describes an A.I.D. program to assist
developing countries with selected aspects of technological transfer
and adaptation. It focuses on --

Helping LDCs develop national p~licies and institutions
that will permit better technological choices, particu
larly in industry.

Natural resources assessment and management.

Reducing public investment costs.

DISTRIBUTION:
A.I.D. List M, Position 9
A.I.D. List B-6, Position 9
A.I.D. List 8-4, Position 5
A.I.D. List C-2

Address questions concerning this Policy Determination to TA/OST.

e·~·".,



Address questions about this policy determiplJ>tjfJStF;

Natural resources assessment and management.

EFFECTIVE DATE
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January J~, 1973: 2: 6
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GUIDANCE STATEMENT ON
SELECTED ASPECTS OF SCleN~, AND TECHNOLOGY

Reducing public investment costs.

Helping LDCs develop national pulicies and institutions
that will permit better. technological choices, particu
larly in industry.

DISTRIBlITION:
A.I.D. List M, Position 9
A.I.D. List B-6, Position 9
A.I.D. List B-4, Position 5
A.!. D. List C-2

This Policy Determination describes an A.I.D. program to assist
developing countries with selected aspects of technological transfer
and adaptation. It focuses on --

v
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Introduction

This statement describes an AID program to assist developing countries
with selected aspects of the problem of technological transfer and adapta
tion. It focuses on: (a) helping LDCs develop national policies and
institutions which permit developing countries to make better technological
choices. particularly in industry; (b) natural resources assessment and
management; and (c) reducing- public investment costs.

This program is designed as a supplement to.AID's priority programs in
Agriculture, Population and Health, Education, etc. The statement does
not define AID's science and technology, strategy in these priority areas.
This will be addressed separately, but by focusing on the general problem
of improving LDC abilities to make technological choices, this program is
relevant to AID efforts in agriculture. population and other priority fields.
Moreover. many of the technologies considered have multiple applications
in these fields.

Background

Experience has demonstrated that comparatively little U. S. technology
can be transferred to LDCs without significant adaptation. The LDCs are
aware of the need for technologies which fit their factor e"ndowments and
absorptive capacities. Stress is being placed on innovation to develop more
appropriate technologies and on devising policies and institutions which
permit developing countries to make better technological choices.

The problem of technological choice is growing in significance as unem
ployment and urbanization increase in the developing countries. Urban
populations will increase by about 50 percent in the 1970s. At the start of
the decade, they were 54 percent of the population in Latin America,
38 percent in East Asia. 22 percent in Africa, and 14 percent in South Asia.
As these shifts proceed, the need for policies and technologies which
increase productive employment in the urban indust'rial and service sectors
as well as in the rural sector will grow.

AID's use of U. S. science and technology has generally followed the main
lines of its program. Extensive use has been made of American science
and technology in agriculture, health, and family planning. Substantial
programs of research and development in these areas have been launched
by the Agency. Similarly, AID has drawn on U. S. talent in the social
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sciences and on engineering firms concerned with construction of economic
infrastructure. However, relatively limited use has been made of U. s.

. capabilities in other biological and engineering sciences and in the physical
sciences.

It is ppe;,pntial for AID to continue to strengthen the application of science
and techuology in its major programs.

But it is also important for AID to have a small program focused on the
general problem of technological choice -- how LDCs can best adapt and
utilize foreign technologies and encourage indigenous technological develop
ment. AID should also take advantage of selected opportunities for
application of U. S. scientific and technological strengths outside its main
areas of concentration.

This statement describes an AID nrogrCi;m to assist LDCs with selected
aspects of technological transfer and adaptation. The selection of
activities reflects almost three years of Agency experimentation and
analysis, as well as widespread cOllsultations within AID and with many
experts and development administrators of the developing countries, U. S.
institutions, and other assistance agencies. Experience in these areas
is still quite limited, and the focus of efforts will be kept under periodic
review and amended as experience suggests.

Concentration Areas

The first emphasis of this science and technology program will be on policy
and institutional development -- helping LDCs build their capabilities for
using sCience and techr.ology more effectively in support of development.
There will also be smaller programs in natural resource assessment and
management, and reducing public investment costs. AID will support LDC
initiatives where they are strongly supported locally.

(1) Science and Technology Institutional Development: AID will focus
on helping the LDCs in three areas:

- - Developing institutions for formulating national science and
technology policies, priorities, and organizational- responsibilities
and for implementing decisions in this field.

-- Encouraging more effective orientation of LDC university science iC~

and engineering programs to development needs. ,.,
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-- Strengthening the capabilities of LDC industrial service institutions
to assist local industries in selecting, adapting, and using t'"'~h:::ologies

suited to their circumstances, with special attention to support of
small-scale industry.

This program reflects a need for national institutions that are effective
in pursuing two related purposes. One purpose is to stimulate the
efficient development of scientific and technological capabilities which
meet national development requirements. The other purpose is to
stimulate more effective use of existing scientific and technological
capabilities in support of economic and social development.

While selection of technologies is largely a matter for private entre
preneurs, LDC technological institutions can play an important role
through their influence on macro-economic policies of the Government,
advice to entrepreneurs on availability of alternative technologies, and
supporting services to industry. Included in these services is the
network of industrial research, extension, and standards institutes
throughout the LDCs. Generally, AID will sponsor collaboration
between U: S. and LDC technological institutes that work with private
industry. Particular attention will be paid to stimulating commercially
viable small scale industry, which tends to use more labor and less
capital per unit of output.

(2) Other Programs: In addition to science and technology infra
structure, AID will also undertake two smaller activities under this
program.

(a) Natural Resource Assessment and Management: Improved
LDC capabilities for assessing the location and nature of their
natural resources and for determining how these resources can best
be developed is· of great importance for development. This includes
extractive resources such as minerals and clays and the renewable
resources of water, soil, and forests. Attention will be given to
faster, cheaper, and more effective techniques for identifying and
appraising natural resources, as well as to improved techniques
for managing natural resource development such as integrated land
use planning, conservation of renewable reSOurces, and pollution
abatement and control. Particular attention will be paid to
opportunities to advance knowledge of means for environmental
protection.
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AID's role in this field will be one of an agent or broker between
the developing countries and U. S. experts, such as the organizations
involved in the Earth Resources Technology Satellite (ERTS) program,
and will avoid politically sensitive areas of commercial contracting
to develop these resources.

(b) Reducing Public Investment Costs: AID will also explore, on
a selective basis, technological innovatione that can greatly reduce
the costs of economic infrastructure activities that are heavy users
of LDC public funds, such as public works, housing, transportation,
communications, and energy development. Success here could
release public revenues that could be applied to other development
needs. Priority will be given to those activities which relate directly
to the quality of life for the mass of the population such as water and
sewage for low-income areas, low-income housing, and rural
developm~nt.

Program Leadership

The Office of Science and Techf}()logy in the Technical Assistan.ce
Bureau (TAB/OST), in collaboration with the Office of Engineering and
other central offices as appropriate, is responsible for Agency policy
guidance and technical leadership in the areas identified above. It will:

-- identify and help mobilize the technical inputs needed for appropri
ate analysis, design, and implementation of Regional and Mission
projects in these sub-sectors and' for closely related types of science
and technology activity;

-- coordinate and focus the use of Agency resources in research, '" :.
institutional grants, and pilot programs to identify and establish W
innovative approaches to major problems impeding LDC development
in these sub-sectors, manage the interregional components of such
composite efforts, and provide technical advisory services to Regions
and Missions on desirable linkages and content for related activities
in their programs;

-- mobilize, in collaboration with the Regional Bureaus, sufficient
consultants and contractors from the most qualified elements of the
U. S. science and technology community, to provide the services
needed by the Agency in this sphere of activity; and ~
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-- provide technical liaison with interested international organizations
and assist Regional Bureaus in providing such liaison for regional
organizations, seeking more effective use of U. S. talent and experience
by these organizations.

TAB/OST will give full consideration to Mission and Regional Bureau
views regarding the timing and content of proposed field visits under this
activity. Recognizing that limitations on Missions I staffing frequently
make it difficult for them to arrange, participate in, monitor, or guide
such contacts, the central staff and its intermediaries are expected to
make their own arrangements for consultation when necessary. Missions
are to be kept fully informed of proposed visits, asked to provide any
advice they wish regarding the timing and content of the visit and to
participate if they desire, and informed of the outcomes of consultations.
Care is needed to assure that such visits are not used to distort LDC
priorities or stimulate LDC requests for assistan~e that cannot be
accommodated within the budget projections of the Mission, Regional
Bureau, or Technical Assistance Bureau.

Jt- "'-. ~.......~
ohn A. Hannah

Date
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The Administrator has signed the attached statement on AID's policies
in the field of urban development (Attachment A). The policy statement
is based on a staff paper entitled "Urban Growth and Development as a
Component of Agency Policy and Programs," which is also attached. (See
Attachment B.)
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GUIDANCE STATEMENT ON URBAN DEVELOPMENT
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Policy and Programs

This paper is part of a series of policy papers which are under
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GUIDANCE STATEMENT
..Qli

URBAN DEVELOPMENT

Introduction

The Administrator's Advisory Council recently has discussed urban
development program policy. This was based on staff papers developed
through a long process of consultations, study, and analysis, involving
field surveys in 19 developing countries and both informal and organized
discussions with a large number of LDC personnel, U.S. experts, Agency
personnel, and involved persons from developed countries and other
assistance agencies. *

This statement provides interim guidance for Agency action in this field.
It recognizes the development opportunities found in urban development,
the need to give more systematic recognition to urban development as an
integral part of national development, and the need to gain increased
understanding of the complexities of urban problems, all with due regard
to Agency program priorities. The guidance will need continuing reexamina
tion over the next few years, as we learn more about needs and opportunities
for focusing on the expanding urban dimensions of LDC development.

Background

AID has made sizeable investments in urban development, particularly in
Latin America. While our knowledge of urban development processes is
limited, it is growing. Meanwhile, competing demands for funds in
agriculture, education, population, health, nutrition, and other fields
are putting a heavy strain on Agency resources. Tight budget prospects
deepen this problem. . .

Nevertheless, we must recognize certain facts.

A large and growing proportion of LDC people are in urban areas.
This situation often makes it easier to reach them effectively in
pursuit of priority development goals such as employment, health,
education, and family planning. Urbanization is a major dimension
of development, affecting both rural and urban areas, that can not
be separated out or ignored by LDC's as they strive for better lives
for their peoples.

The developing countries, AID, and other donors continue to make
heavy investments in urban areas, without an adequate knOWledge

\.I * The findings of this reconnaissance and study process are contained in
Attachment B.
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base or analytical guidance on the effects of alternative investments
and policies, in the urban context, on their array of development
goals. These investments will rise rapidly, regardless of the
involvement of AID capital assistance.

There may well be an increasing number of situations in which LDC's
are particularly interested in AID assistance in urban contexts. LDC's
correctly see the United States as having relevant technical talents.

A further factor is that some other major assistance agencies have also
been rethinking their role in this field. They have recognized the
foregoing facts and the desirability of collaborative efforts.

Program Conclusions

Weighing these needs and opportunities along with the constraints on AID's
pursuit of additional urban development activities at this time leads to
the following conclusions:

(1) As a major development agency, AID needs to keep abreast of the
urban dimensions of the development process in LDC's and to look
ahead to the implications of their growing urbanization for LDC
development programs and policies. Thus, we should continue to
build on the good start already made in establishing our base of
understanding.

(2) Country programs should continue to provide capital and technical
assistance and investment guarantees for urban development, selec
tively, where cooperating country interest and support is strong
and where the activities are comparatively potent means of
improving the quality of life. This would include pursuit of
opportunities to advance priority Agency goals by developing
population, health, nutrition, and education programs aimed at
the urban poor. In order to get the best results from these and
other development efforts, we should support efforts to improve
the systematic analysis of their interaction with the other factors
affecting urbanization.

(3) As Agency resources permit, a modest set of R&D and interregional
services activi ties should be supported to:

increase the awareness and understanding of LDC decision-makers
on urban problems;

improve the quantity, quality, and accessibility of information
available to LDC' s on urban development;

.'l...•....

f.·."..·~.'..··.,
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expand the availability of skilled manpower in LDC's to
guide the process of urban development.

R&D efforts should to the maximum extent possible take into
account the need of LDC's for pragmatic practical solutions to
pressing urban problems. The efforts should be geared to the
solution of these immediate problems and have a high transfer
value.

(4) We should encourage other assistance organizations to become
more active in this field, as feasible, including private
voluntary organizations. For this purpose and to strengthen
the impact of AID's other efforts, we should foster building
of collaborative networks of R&D and experience sharing among
LDC organizations working on urban development and selected U.S.
and third-country organizations best able to contribute to their
efforts.

Action Responsibilities

The division of responsibilities within AID applying to urban development
should continue, as described in the attached Tables (Attachment B).

Approved :."e.=~-:--:....-::=-=-~~
Date
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AS A COMPONENT OF AGENCY POLICY AND PROGRAM

Introduction

Global urban population has quadrupled during the last 50 years.
The urban population of developed regions has increased by a factor
of 2.75 compared with 6.75 for the less developed regions. Current
U.N. projections indicate total population of the less developed
regions from 1920-2000 will quadruple, while the urban population
will grow by a factor of 20. The variations in level of urban popula
tion growth between geographic regions is considerable as Table I
illustrates.

Variations between countries within regions also are significant;
for example, in Africa, Ethiopia is 7% urban while Nigeria is 23%,
and Morocco is 35% urban.

About one-half of the rapid urban growth stems from the unprece
dented rural to urban migration during the post World War II period.
This phenomenon is the consequence of the industralization/
modernization process taking place in most LDC's and shows no signs
of abating.

The other half of the rapid urban growth has resulted from the
factors related to a worldwide population explosion. The urban
population base was already large and the high rates of increase
produced even larger growth rates.

Such urban growth was not projected by demographers. Much about
the process is not known and little attention has been given to its
relationship to national development even though the urban growth has
exerted large demands on limited resources of LDe's.
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Table I

Urban Population Growth Rates by Region, 1950-1970
(Percent)

Urban Portion of National Population Urban Growth Rate

1950 1960 1970 1950-60 1960-70

World 28 33 34 3.4 3.2

Latin 40 47 54 4.6 4.4
America

Africa 13 18 22 4.7 4.7

South Asia 12 13 14 3.3 4.4

East Asia 19 29 38 5.5 4.1

Source: FOCUS ON URBAN DEVELOPMENT: PERCEPTIONS, PROBLEMS, APPROACHES,
NEEDS -- A Potential Role for U.S. Technical Assistance. A
monograph prepared by the Office of Urban Development, Bureau
for Technical Assistance (TA/UD),Agency for International
Development (Washington, D.C., April 1972), pp. 205-209.

Urban development can be viewed as a process encompassing the
physical growth of the city, the concentration, stimulation, and amount
of economic activity, the attitudes of its inhabitants, the adaptation
of its institutions, and the relationship of the urban center to the
region and the nation. To the extent a city's vital functions fail
or its developmental potential is impared, its positive impact on
regional or national development will be lessened.

The city's linkages with a region, with other cities, and with
the national economy determine the influence it exerts beyond its
own boundaries. The magnitude of the city's influence depends on
many factors which in turn are subject to control and direction by
national policies and influence the allocation of resources.
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Urbanization has usually been considered mainly in terms of the
individual problems which accompany it; ~, inadequate housing, lack
of water and sewerage, unemployment, congestion, environmental degrada
tion and social dislocation. However, this perception is limited; the
very nature, problems, and advantages of urbanization are so complex
that they demand careful and considerable attention. The perception
of the process must be understood in its broadest terms and not in its
separate parts. An attack on the separate parts of the urban problem
leads to fragmented and spasmodic solutions. For example, resources
allocated to build houses alone will not meet the needs and demands of
the people who live in the houses.

The Perception of Urban Development

Although there are some disagreements on terms, urban development
can usefully be perceived as a sector. A sector has been defined flexi
bly for AID programming purposes as a set of activities that are "either
sufficiently homogeneous or closely enough interrelated and linked to
warrant special identification and treatment in analysis and in the
allocation of resources. ".!! Sector analysis, defined as "a study of
the prin~ipal factors governing development of the sector for the
purpose of identifying manageable, integrated projects and policies
wi th payoff," can be applied to urban development and provide methodology
to perceive and plan program options for the broadly defined urban
sector.lj Thus, it is convenient to use the sector terminology to refer
to activities specifically focusing on the urbanization process, even
though urbanization considerations are a dimension of most other sectors
in which AID is active.

The United States has been slow to respond to the phenomenon of
its own urban growth. Scholars too have been slow to recognize and
examine the implications of urbanization. With few notable exceptions,
social scientists and physical planners have not anticipated the urban
problems that exist in both advanced and developing countries. Only
in recent years has the urban issue appeared with any regularity and
depth in the development literature and the state-of-the-art is still
in its infancy. Within this atmosphere, U.S. urban initiatives in
foreign assistance efforts have been inconsistent and sporadic.

A further major contributing factor for the lack of focus on
urban development in AID's efforts was its preoccupation with rural

l/- AIDTO Circ. A-1583
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interests in developing countries. This was not necessarily an
irrational concentration. During the 1950's and 60's the concern with
major food shortages in many LDC's made it necessary to direct much of
the Agency's assistance to the areas responsible for increasing food
production. This need still exists.

Recent Developments

Meanwhile, there has been a movement in the developing countries to
establish their own urban priorities and policy requirements. References
to urban problems and urban strategies have been noted for the first time
in the latest 5-year development plans of a number of countries.

The Agency reform program has established goals of reducing poverty
and unemployment, improving income distribution, and controlling population.
All can be influenced significantly by policies which reflect the urban
dimensions of development, thereby exploiting the special features of
concentration and accessibility in cities. For example:

Poverty

Unemployment

Population

A major facet of the urbanization process is
integration of the rural poor who have migrated
to the city and into the modern sector. This
process has been and can be influenced positively.

The urban poor are a more accessible target group
for specific policies and programs than the rural
poor.

The urban poor, especially recent migrants, often
possess characteristics essential to development.
They came to the city under conditions of risk,
seeking opportunity and change.

New employment is a principal product of the city.
The dimensions and nature of urban unemployment are
ascertainable. The close proximity of a tangible
problem and potential solutions is an asset to be
exploited.

Urban populations are younger and hence more
fertile as a group than rural populations. They
also are less conservative, more susceptible to
rising expectations, more literate and educated,
and subjected to lower death rates than rural
populations. They are an obvious, concentrated,
and accessible target for intensive population
study and programming. £".".-
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Guiding the development of cities can help
bring about a more even regional income
distribution. The stimulation of selected
cities to help develop and integrate lagging
and/or isolated regions is just one example.

Urban centers, large and small, influence the
course of d~velopment in rural areas. They
stimulate crop diversification, increased
productivity, and commercialization of Agri
culture by providing cash markets for agri-
cuI tural goods. They provide a source of
agricultural inputs for agricultural improve
ment and a source of supply of other agricul
tural commodities that permits geographic
agricultural specialization. Urban centers can
absorb some of the surplus rural population
which in tum stimulates rural-urban exchanges-
the flow of ideas, money, and goods. All of
these attributes can be exploited more effec
tively if integrated into conscious policy.

During the past 2 years, several international donor agencies--
~., the Ford Foundation, International Bank for Reconstruction and Develop
ment, and AID--have been rethinking their previous efforts in urban
development, seeking new directions, and assessing the problems and resources
for solving them. In response to the Agency's concern for policy and
program guidance, the Office of Urban Development of the Bureau for Technical
Assistance (TA/UD) has been engaged in a deliberate, "bottom up" process of
identifying urban problems in developing countries, the approaches and
resources employed to address the problems in these and other countries,
and a possible role for external assistance. Many descriptive and analyti
cal documents and working papers have been prepared, the major one being
a widely circulated monograph entitled "Focus on Urban Development:
Perceptions, Problems, Approaches, and Needs--A Potential Role for U.S.
Foreign Assis tance . "

The process has involved a literature review, field surveys and visits
in 19 developing countries, consultations with a host of U.S. experts,
government officials, and Agency personnel, consultations with other
donors, and an Agency Urban Development Workshop involving U.S. AID
and AID/W representatives. The considered judgments of nearly 500 knowl
edgeable people in developing and developed countries have helped to
select and to develop the content of this paper and the proposed Agency
policy guidelines that will follow.

PROBLEMS OF URBAN DEVELOPMENT IN DEVELOPING COUNTRIES

" .: .J L~ ,. _ ."1
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through the sporadic and disjointed approaches which have been employed
in the United States and elsewhere. Therefore, a lack of success has led
to frustration, discouragement, disillusionment, and a curtailment of effort.

The following delineation of urban problems is an attempt to present
their characteristics as they are perceived and manifested in developing
countries. The purpose is not to reinforce the negative perception of the
urban situation. On the contrary, it is hoped that succeeding sections of L~

the paper will reveal ways in which urban problems are being addressed and ~
might be approached more effectively. (A more detailed description of urban
problems is in the Annex.)

Focus Defined

The notion that the city plays a positive role in regional and
national development was reinforced repeatedly during the various phases
of the TA/UD study. Despite positive evidence, the relationships between
urban and national development often are misunderstood. More information
is required at all levels, especially at leadership levels.

The focus of the TA/UD study was not the city per se. The concern (,,;j
was more with the day-to-day functioning of the city and its linkages to
overall national development. The city is seen as absorbing, organizing,
and employing resources (inputs) which improve conditions within the city
and enhance the city's developmental impact on its region or nation. The
city is seen also as producing goods and services (outputs) for regional
and national development.

Two distinct and interacting categories of problems were revealed-
namely, problems of the condition and day-to-day functioning of the urban
environment and problems of the system of inputs for national urban
development.

Functional Problems

Included in the set of day-to-day operational problems are rapid urban
growth, attitudes and perceptions of recent arrivals, employment, housing,
infrastructural facilities and services, and pollution. Of this first
category, the most fundamental is the univers al problem of rapid urban
growth which can intensify all of the other problems within the urban
envi ronment .

The problems of the condition and day-to-day fmctioning of the urban
environment are most acute in the larger cities. These problems have
developed at such a rate and on such a scale that they are out of reach
of existing resources and short-run solutions. This is true especially
of urban unemployment, housing, and infrastructure. These problems are ~
discussed further in the Annex.
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Problems of the System

At the heart of the second category of problems are the nine
major factors in the urban development process -- namely, perception
and leadership, national urban development policy, legal framework,
institutions, manpower, information (including research), planning,
financial resources, and administrative capacity. These factors
appeared to be the principal ones in the system of elements for
national urban development.

Further analysis indicated that some of the problems of urban
development are a function of the internal weaknesses and inadequacies
of these factors or their absence altogether. The analysis revealed
also that these factors seldom were comprehended as being inter
dependent when applied to urban development. The need for their
coordination, orchestration, and integration through urban and
national development policies was not perceived, generally speaking.

The problem of trying to deal with all nine factors led to a
recognition that the linkages between them were not of equal strength
or importance. Some of the factors are greater constraints in the
urban development process than others. For example, perception and
leadership, manpower, and information are the principal determinants,
affecting all of the others, and of these the perception and leadership
factor is the most serious constraint. At the other extreme, planning
is the most conspicuous example of an input which is heavily dependent
on or constrained by the others.

The fact that these nine factors are parts of a system suggests
that piecemeal or narrowly conceived approaches to urban development
will be much less effective than approaches that reflect serious con
sideration of the system and its linkages and interdependencies.
(Additional information on this area can be found in Annex I, summarized
in the table at the end on "Suggested Linkages Among the Factors in
Urban Development. II)

APPROACHES AND RESOURCES FOR URBAN DEVELOPMENT IN DEVELOPING COUNTRIES

Some constructive work is underway in the developing countries and
elsewhere to meet pressing urban development needs, despite a general
sluggishness on the part of many governments and international aid
agencies to include urban assistance activities in their developmental
framework. Many innovative approaches are being tried and standard
mechanisms are being applied successfully, sometimes in imaginative
ways.
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There is also a small group of well qualified, perceptive, dedi
cated, and hard-working professionals in many developing countries.
They are responsible for many of the positive results in urban
development efforts and they constitute a valuable and vital human
resource for planning, designing, and implementing future activities.

Urban problems have been perceived in terms of specific physical
needs such as housing, water, sewerage, transport, and power. As a
result this approach represents the major way urban problems have
been dealt with and the way in which the bulk of resources have been
allocated. The approach has been characterized by a failure to
coordinate projects and programs addressed individually to these
physical needs.

Urban planning also has been approached in several ways. The
predominant physical planning with its narrowly perceived approach
has been mentioned above. There are a few instances of integrated,
multidisciplinary approaches to metropolitan planning. Most of the
important new developments are taking place at the national and
regional levels where most of the skilled manpower and some of the
major constraints to an improvement of planning at the local level
are located. (A fuller description of these approached is in the
Annex. )

Institutional Resources

The quality and quantity of available resources for urban develop
ment vary from country to country and at the national, subnational, and
municipal levels of government. If it achieves recognition at the
national government level, urban development usually is coupled with
and is subordinate to housing. Little is known about the place of
urban development in subnational structures. These are special
development corporations at the regional or state level which usually
are responsible for developing a satellite town, a new town, or a
growth center in a regional or area development scheme.

There are many planning and housing and
ments at the municipal level of government.
are used for public service and metropolitan

urban development depart
Special authorities also
development programs.

The proliferation of department and special authorities at
several levels of government is accompanied by weak coordinating
mechanisms, if they exist at all.
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With few exceptions the most available and least used of non
governmental resources in the developing countries are the universities.
On the one hand political leaders and bureaucrats are reluctant to
exploit these resources; on the other hand, university officials and
professors resist becoming involved. The gap is being bridged in some
countries; however, the universities do not yet provide much training
for urban development specialists.

Other nongovernmental resources, very thin in developing countries,
include municipal associations, professional societies, and church

'-' councils. Independent research efforts, seminars, and conferences pro
vide additional resources, some of which are supported by bilateral and
international assistance.

AGENCY EXPERIENCE IN URBAN DEVELOPMENT

Urban and urban-related activities are not new to the Agency. An
analysis of AID and predecessor agency involvement in this field from
FY 1949 through FY 1971 indicates 154 technical assistance and 115
capital assistance grant and loan projects which addressed urban
development problems in some form. In addition, there have been
640 capital assistance projects whose effect on urban development is
believed to have been considerable. The nature of urban development
in cutting across other sectors is such that many of the Agency's
investments in both capital and technical assistance impact on urban
centers and influence urban development, either directly or indirectly.

Underlying this rather broad spectrum of involvement is the fact
that most of this activity has been ad hoc in nature. No framework
has been provided or employed to take stock of the urban impact of
these projects. Project activities generally have reflected sub
sectoral considerations, such as housing, various physical facilities
and services, and public administration. No clear linkages are evident
between projects.

In 1965 some attempt was made to address this shortcoming. The
U.S. Urban Development Committee of the International Cooperation Year
made a number of recommendations to the President concerning inter
national urban problems. They were, in part, the basis for establishing
the United Nations Center for Housing, Building, and Planning, and
adoption of fledgling urban development guidelines within AID in 1966.
(See M.O. 1612.83.1 - Urban Development and Housing Policy.) The
guidelines gave recognition to investment in housing-as a function of
national economic development, to urban centers as loci of progress
and stability, and to planning as a necessary precursor of assistance
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to urban development. As a policy and operational guidelines for the
Agency, however, they had relatively little impact except in the Latin
American region, traditionally in the vanguard of Agency initiatives
in urban development.

Technical Assistance

The Agency's low level of commitment overall is suggested by
the fact that only 1.5% of total investments in technical assistance
activities over the period examined (1949-1971) were in areas broadly
defined as addressing urban development. Of this, more than 60% of
the Agency's urban technical assistance investments have been made
in Latin America (see Table II). Table III indicates the broad
categories of activities considered, and shows the Agency's pre
occupation with housing and planning. Urban education is also a
dominant theme, but less meaningfully in this context as it includes
all technical assistance projects explicitly directed at the
improvement of educational institutions or facilities in urban areas.

Table II

Total AID Technical Assistance Urban Development Projects,
1949 - 1971: Expenditure by Region ; ~~.

W

Expenditures
Region No. of Countries No. of Projects ($OQO) % of Total

Latin America 18 74 $40,385 60.6

Africa 11 25 10,080 15.1

Near East/S. Asia 11 29 9,561 14.3

East Asia 6 21 4,740 7.1

Nonregional 5 1,904 2.9 ~
Total 46 154 $66,670 100.0
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Table III

Total AID Technical Assistance Urban Development Projects,
1949 - 1971: Expenditure by Project Category

Expenditures
Category ($000) % Total

Urban Education $16,447 24.7

Housing 13,747 20.6

Planning 9,206 13.8

Urban/Community Development 6,965 10.5

Urban Transport 5,086 7.6

Urban Services 4,483 6.7

Municipal Administration 2,573 3.9

Other 8,163 12.2

Total $66,670 100.0

('!'M 2: 1)

Sources: Stephen W. Cooley, A.I.D. TECHNICAL ASSISTANCE FOR URBAN
DEVELOPMENT: A Study of Agency Experience, 1949-1970 (Washington, D.C.,
June 1971), pp. 4 and 21; and Mariko Fukuda, A.I.D. TECHNICAL ASSISTANCE
FOR URBAN DEVELOPMENT: Experience and Trends During Fiscal Year 1971
(Washington, D.C., November 1972), pp. 2 and 10. These reports were
prepared for the Office of Urban Development, Bureau for Technical
Assistance, Agency for International Development.

Capital Assistance

A review of AID capital assistance projects reveals a substantial
Agency investment influencing the urbanization and urban development
processes. More than $407 million have been allocated to 115 grant
and loan projects during the period of FY 1949 through FY 1971. Most
of this investment has gone into housing and project support for
housing exclusive of the Housing Investment Guaranty loans, potable
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water systems, and environmental sanitation. Only a small fraction was
used for intercity highways and urban transit and traffic engineering.
The breakdown is given in Table IV.

The capital assistance expenditures for urban development follow
the pattern noted earlier for technical assistance -- namely, that
69% of the total Agency urban capital assistance investments have
been made in Latin America (Table VII).

It is much more difficult to identify and assess the impact of
other capital assistance projects on urban development. It would
appear, however, that more than 640 projects costing nearly $4 billion
have had varying and significant influence. Table V summarizes total
Agency data on power and communications, highway, railway, manufacturing
and processing, and other categories, all of which in this analysis are
assumed to have an impact on cities. The expenditures of Tables IV
and V represent 67.5% of the total Agency expenditures and obligations
in capital assistance during FY 1949 through FY 1971. The comparable
amount for technical assistance is only 1.5%. Illustrative of this
imbalance is the NESA Region which has obligated more than $1.8 billion
for capital projects influencing urban development (Table VI) and less
than $10.0 million for technical assistance in this area (Table VII).

Table VI gives a regional presentation of the totals in Table V.
Table VII shows the combined capital and technical assistance figures
for urban development projects by region.
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Table IV

AID Capital Assistance Grants and Loans for Urban Develop
ment, FY 1949 - FY 1971: Total Number of Projects and

Expenditures and Obligations by Category*

Number of Expenditures and Obligations
Category Projects ($000) % of Total

Housing 46 205,333 50.2

Urban Potable Water 13 79,457 20.0

Environmental Sanitation 44 77 ,764 19.0

Intercity Highways 8 28,892 7.0

Project Support for
Housing 2 13,698 3.3

'-'
Urban Transit and Traffic

Engineering 2 2,306 0.5

Total 115 407,450 100.0

Source: Compiled by Eric Chetwynd from "Capital Assistance Completed
Projects (W 253)," Office of the Controller (Washington, D.C., Agency
for International Development, June 30, 1971).

.~.

*These figures and those in subsequent tables combine expenditures
(taken from W253 report of "Capital Assis tance Completed Proj ects ")
and obligations (taken from W253 report of ongoing "Capital Assistance
Projects"). Figures for Viet-Nam are not included because of the special
nature of many of the capital projects undertaken there.
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Table V

AID Capital Assistance Grants and Loans Influencing Urban
Development, FY 1949 - FY 1971: Total Number of Projects and

Expenditures and Obligations by Category

Expenditures and Obligations
Category No. of Projects ($000) % of Total

Power and Communications 169 1,416,421 35.6

Highways 132 754,998 19.0

Railways 51 588,371 14.8

Manufacturing and
Processing 125 505,509 12.7

Development Banking and
Investment Credit 59 312,945 7.9

Air Transport 59 170,732 4.3

Port Facilities and Harbor
Improvement 21 81,224 2.0

Engineering and Construction 19 82,648 2.0

Communications 13 67,544 1.7

Total 647 3,980,386 100.0

Source: Chetwynd, ibid.
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AID Capital Assistance Grants and Loans Influencing Urban
Development During FY 1949 - FY 1971: Number of Projects and

Expenditures and Obligations by Region

Expenditures and Obligations
Region No. of Projects ($000) % of Total

'-'
Near East and South Asia 180 1,853,212 46.6

Latin America 130 825,663 20.7

East Asia 212 783,089 19.7

Africa* 125 518,422 13.0

Total 647 3,980,386 100.0

*Includes Europe (Iceland, Spain, and Yugoslavia)

Source: Chetwynd, ibid.

Table VII

Total AID Capital and Technical Assistance Urban Development
Projects, 1949 - 1971: Amount by Region

~

No. Projects Amount ($000)
Region Cap. Tech. Total Capital Technical Total

Latin America 58 74 132 284,141 40,385 324,526

Africa* 30 25 55 86,419 10,080 96,499

...., Near East/S . Asia 9 29 38 18,574 9,561 28,135

East Asia 18 21 39 18,316 4,740 23,056

Nonregiona1 5 5 1,904 1,904

Total 115 154 269 407,450 66,670 474,120

*For capital assistance, Africa and Europe (Iceland, Spain, and Yugoslavia.).

Source: Chetwynd, ibid. and Cooley, and Fukuda, op. cit.
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Housing Investment Guaranty Program

AID capital investment in housing through the Housing Investment
Guaranty (HIG) program has been substantial. The program was started
in the Latin America Bureau and initiated by Congress in 1963 with
guaranty authority of $10 million. Since then the program has become
global and the authority expanded to $780 million, of which some $472
million has been committed ($50 million to Africa, $85 million to Asia,
and $337 million to Latin America). The focus has been on long-term
housing credit, housing demonstration projects, and support to local
housing investment and savings institutions.

The HIG program is being studied currently by an Agency task
force in an attempt to integrate it more closely with the Agency's over
all developmental objectives. The effort will culminate in a proposed
Agency shelter strategy. Housing is such an integral component of urban
development that the Agency should make every effort to insure coordination
of its urban development and shelter strategies.

Current Activities

With increased international interest in urban development, AID's
programming has begun recently to take a more positive and integrated
approach in this field. Once again the initiatives have been con
centrated almost exclusively in Latin America. The most notable
example is the Colombia Urban Sector Loan. This loan, now in its
second phase, provides for a $67 million input into the Colombian
Government's urban/regional sector development program, an effort
which is national in scope and is keyed directly to achievement of
major national development objectives, such as regional integration
(economic and demographic decentralization), employment generation,
and income distribution. The Mission has been involved heavily in the
Colombian urban/regional sector analysis, a pioneering effort for the
Agency.

Similar themes have emerged in recent small loans and technical
assistance projects for Ecuador, Paraguay, Panama, and Honduras. The
emphasis is on stimulation of secondary or interior cities (poles of
development) in order to retard migration to major centers and to
promote hinterland development. In Bolivia the focus is on development
of a newly created National Urban Development Service.

Other Missions, such as Brazil and Kenya, are giving serious
consideration to potential initiatives in urban development. Guatemala
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is an example of a Mission experimenting with development of new sources
of employment and provision of social services for rural-urban migrants.
In Viet-Nam, the U.S. AID Mission's new Thu Thiem development project is
an example of innovation in planning for comprehensive urban area
development.

A new trend is reflected in these recent activities, although
their number is still modest and their geographic distribution
unbalanced. Most are pioneering efforts and the need for recognition
and guidance by Agency policy has been expressed frequently by those
responsible for them.

Organizational Setting

There is no current organizational focal point for urban develop
ment in the Agency; there are several Bureaus and Offices with
responsibilities in this area.

The Office of Housing in the Bureau for Program and Management
Services (SER/H) is responsible for administering the large HIG
program. In addition, it provides services for other housing needs
requested by the Regional Bureaus.

The Office of Engineering (SER/ENGR) established a small urban
planning unit in 1971 to review and help coordinate separate infra
structural and building projects in urban centers. Policy guidelines
are being explored. In addition, that unit has initiated a pilot study
of labor-intensive construction technologies for housing and supporting
infrastructure.

The Office of Science and Technology (OST) of the Bureau for
Technical Assistance (TA) has been developing resources for technical
applications of science and technology to some aspects of urban develop
ment, particularly industry. This is an element of OST's 2ll(d) grants
to Cornell and M.I.T. Low cost construction material R&D is also
underway.

In the Regional Bureaus, Latin America and Supporting Assistance
have backstop units in urban development. Latin America Bureau's
Housing, Industry and Urban Development Division is situated in the
Office of Development Resources. It is responsible for technical and
operational backstopping of urban development programs in the region.
The focus of the unit has been on institutional deveiopment for
housing finance, pilot projects for low-income housing, urban planning,
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and more recently on urban sector backstopping and innovations in urban
development programming. Many of the Latin America field Missions have
specific units or offices designated to handle urban development and
housing affairs, including the Regional Offices in Guatemala and
Argentina.

The Bureau for Supporting Assistance (SA) has a backstop officer
for urban, environmental, and aviation affairs in its Office of Capital
and Commercial Development, who services Viet-Nam and the other SA
countries. U.S. AID/Viet-Nam is the only Mission outside Latin America
with a special unit for urban development affairs; it is now the
responsibility of CORDS.

The principal Agency overview of urban development has been pro
vided by the two-man Office of Urban Development (TA/UD), augmented
by short-term use of some supplemental resources. Since late. 1970,
it has carried out a comprehensive reconnaissance and analysis of
worldwide urban development situations and LDC needs, of resources
actually and potentially available throughout the world to address
these needs, and of views on how best to proceed in the field. It has
also responded to Bureau and Mission requests for technical backstopping.
It has worked with the aforementioned units in the Agency in a sector
analysis of urban development and in developing proposed policy and
program guidelines. There also has been considerable communication
among these Agency units and coordination with other donors during
the past 2 years, in light of the recent heightened interest in urban
development on the part of several donors.

URBAN DEVELOPMENT PROGRAMS OF OTHER DONORS

Only in recent years has the attention of international aid
agencies been drawn to urban development. Hence, their contributions
to solving urban problems in developing countries have tended to be
occasional, scattered, and piecemeal. A brief overview is provided by
Table VIII.

Multilateral Assistance

The United Nations Development Program (UNDP) has the greatest
commitment in this area in terms of number of projects and countries
assisted. There are currently more than 80 active projects in 60
different developing countries. In addition, the United Nations is
supporting some regional training and research centers and the major
research project on regional development and growth poles by the United
Nations Research Institute for Social Development in Geneva. The U.N.
Center for Housing, Building, and Planning is the U.N. focal point for
urban programs.
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The IBRD published its Urbanization Sector Working Paper in
June 1972~the culmination of approximately 2 years of analysis.
Among other findings it was discovered that already $13 billion
(or 75%) of bank lending to developing countries has been "directly
urban-related" -- that is, mainly for electric supply and interurban
transport. The Bank has identified urban transportation, land use,
and housing as the three emphases in its program for 1972-1976,
consisting of $700 million for some 40 projects in nearly 30 dif
ferent cities. In research, the Bank will concentrate on matters
of operational significance related to the activities above.

The OAS has a relatively active new urban program in Latin
America. -rts policy for technical assistance to urban development
has three emphasis; in order of priority they are: promotion and
development of national urban development strategies, assistance
to local level metropolitan planning and administration, and over
coming bottlenecks in the construction industry. Six multidisciplinary
regional urban development field teams are stationed permanently at
various points throughout Latin America to implement this strategy
and to service the region.

The Inter-American Development Bank (lOB) has been concerned
with urbanization in Latin America since the inception of the Bank's
operations in 1960. Experimenting with various means of integrating
and combining capital and technical assistance has resulted in several
organizational and policy changes, the latest of which was begun only
recently. Traditionally, the lOB has invested about 20% of its loans
(approximately $900 million) in water, sewerage, and housing. In
addition, lOB has sponsored and cosponsored conferences and workshops.

Bilateral Assistance

Bilateral technical assistance is not of great consequence in
urban development, with the exception of what is given by the United
States in Latin America, Japan in Asia, and France and Great Britain
in Africa. Japan's current involvement is limited mainly to master
plan development for specific urban physical facilities. France and
Great Britain are involved principally in town and regional planning
in their former colonies. Other countries involved in one or more
projects are the Netherlands, Denmark, and Sweden (primarily housing
research and training), and West Germany (city and regional planning

~ and transportation studies).
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The Ford Foundation is nearing publication of an internal study
which is similar to the ones which the IBRD and AID have just completed.
The Foundation's traditional and occasional involvement in this field
has been support of selected research and small pilot projects, some
institutional support, fellowships for training abroad, and a number
of independent studies. The one exception is the Foundation's substantial
and continuing involvement with the Calcutta Planning Project and the
Calcutta Metropolitan Planning Organization.

The Peace Corps has had an extensive technical assistance involve
ment worldwide with more than 300 volunteers working in various aspects
of municipal development. It is not known how much these programs have
been affected by the recent and significant organizational changes.

The substantial capital assistance for investments in or influenc
ing urban areas is dominated by major donors. According to crude U.N.
figures for 1968-1969, the United States, France, and the United
Kingdon (in that order) contributed almost all of the total of more
than $300 million committed for bilateral programs in housing,
building. and planning.

The Stockholm Conference

The recently concluded United Nations Conference on the Human
Environment declared that rla point has been reached in history when
we must shape our actions throughout the world with a more prudent
care for their environmental consequences ... " The Conference went
on to recommend that "all development assistance agencies ... give high
priority to requests of governments for assistance in the planning
of human settlements ... "

Collaboration and Cooperation

The foregoing inventory, while incomplete, indicates that important
programmatic changes are taking place and external assistance for urban
development is increasing. The emphasis seems to be on the need for
better utilization of the substantial capital assistance resources
which already are being employed, rather than additional capital
resources. There is much evidence also of the need and the opportunity
for collaboration and cooperation to bring harmony to policies and
investments in this field.

During their recent studies of urban development, the repre
sentatives of the various donor agencies maintained close contact,

.c..·.·.'.·,·~.·.·..
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especially those who were engaged in similar studies. The exchange
of information and critiquing of one another's findings have become
well established. In fact, some of this interagency exchange has been
organized informally; occasional meetings are called by the U.N. Center
for Housing, Building, and Planning for interested donors.

Most aid donors have acknowledged the need for additional assistance
in and innovative approaches to the problem areas of perception and
and leadership, manpower, and information and stressed the desirability
of greater cooperation and coordination among donors. More specifically,
the U.N. Center for Housing, Building, and Planning has expressed a
desire to collaborate in research efforts. IBRD officials recognize
the need for additional technical assistance to support their more
capital assistance-oriented efforts in housing, land-use~ and transpor
tation. The OAS is seeking ways of using more creatively and effectively
its resources for urban development, including its six regional field
teams, in cooperation with other resources. Ford Foundation officials
also have expressed a desire to combine the strengths of that organiza
tion with those of other aid agencies to advance the state-of-the-art
and to strengthen and make more accessible the limited pool of expertise
in urban development.

These agencies not only have had experience in this field, but also
all of them quite recently have taken a fresh look at what they should
be doing to address more effectively the urban aspects of national
development. It would seem that this combination of factors
(experience, timing, and desire) provides a very special opportunity
for a high degree of meaningful cooperation and coordination at the
policy, program, and project levels.
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Table VIII

t.·.'.·:'·..

Category

International Assistance for Urban Development:
By Donor and Project Category

UNDP IBRD OAS IDB Corps Fndn France UK Japan Other

Capital Assistance

1. Housing

2. Water

3. Sewerage

4. Transportation

5. Power

x

X

X

x

X

X

x X

X X

X X

X X

X X

f;)'i

Technical Assistance

1- Instit. Building X X

2. Training X X X X

3. Info/Research X X X X X X

4. Planning X X X X X X X X

5. Administration X X X W
6. Surveys X

7. Bldg. Industry X

8. Housing X X X

Source: FOCUS ON URBAN DEVELOPMENT ... , op. cit., pp. 156-159.
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ISSUES AND RECOMMENDATIONS

On the basis of the foregoing analysis of the problems of rapid
urban growth and development, the Agency's experience in dealing with
them, and other approaches and resources which are being applied to
addressing these problems, the Agency should:

(1) Give official recognition to urban development as an integral
part of national development and subsequent wide publication
of such a policy decision.

(2) Examine current Agency capital and technical aid efforts
related to urban development to emphasize the Agency's new
sectoral approach to development assistance.

(3) Focus on three problem areas -- perception and leadership,
information, and manpower -- in order to give direction
to the implementation of the new policy on urban development;
in so doing, it should complement what the Agency, other
donors, and the developing countries are doing already in
this field.

(4) Seek to increase, largely through centrally funded research
and development efforts, knowledge about the urban development
process.

(5) Commit sufficient resources to support efforts which are
designed to improve Agency and developing country capability
to exploit the development potential in the processes of
urbanization and urban development.

Enhancing Current Efforts

Agency programming is a process initiated in the field, usually
with the benefit of AID/W policy direction and support. Substantial
activities are supported already by some of the Latin America Missions
while urban development problems and opportunities are still at a very
low threshold of perception in many of the countries receiving AID
assistance. The primary objective of the recommended policy direction
and of the specific activities proposed for its implementation is
improvement;of field Mission programs and of AID/W support to them.
More specifically, they are designed to assist Missions in dealing
with cooperating-country needs and proposals in urban development by
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(1) supporting and enhancing ongoing activities, (2) encouraging con
sideration of meaningful projects in countries where urban development
activities and problems are corning to the fore, and (3) providing
accessibility to information and a framework for analyzing and
monitoring activities in those countries not yet ready for explicit
urban-development programming.

Principal requirements in programs sponsored by Missions and
Regional Bureaus in urban development are timely access to qualified
outside expertise, access to information on operational and state-of
the-art problems, knowledge of U.S. and Loe institutions with expertise
in these areas, and mechanisms for understanding the problems under
consideration. There is also a need for the skills and approaches
required for country analysis of urban development in a sectoral
context. Above all, there is need for Agency backing and guidance for
initiation of these new activities. All of these requirements are
addressed in the policy, priorities, and activities being proposed.

Providing these and related urban development services will
strengthen the capabilities of Agency central technical offices to
provide support in their fields of specialization. For example,
their operational and backstopping responsibilities will be
strengthened by a concerted Agency policy in urban development and
specific activities geared to operating on perception and leadership,
manpower, and information as defined in this paper. Projects which
examine the U.S. experience in urban development, Agency investments
impacting on urban development, and land-use approaches will be
particularly valuable to the operational activities of the Office of
Housing and the general backstopping responsibilities of the Office
of Engineering. The Office of Population, heretofore not mentioned
in this context, will be aided by those elements of the proposed
program that would support study, and promote recognition, of the
variety of consequences for urban centers of rapid population growth
and migration and the spatial distribution of population.

The most telling effect of the proposed policy and activities,
if implemented, would be to orchestrate and bring more focus to
Agency activities in urban development, thus exploiting more fully
the role of the city in national development and contributing to the
achievement of Agency objectives.

New Points of Intervention

In addition to supporting ongoing and new efforts at the level
of country Missions and Regional Bureaus, it is recommended that the

L•.•··.".·.·~··
~



Sup F2 to HB 2 (1M 2: 1)

25

Attachment B to
PO-54

Agency focus on the three factors in the urban development process
having the most influence, not only on the functions of the urban
environment, but also on the linkages in national development.
They are: perception and leadership, manpower, and information.
(See "Problems of the System," p. 9, ff.)

It is recognized that the degree of constraint varies from
country to country. For example, in some countries perception and
leadership at the national level no longer poses the major obstacle;
in others, it should be the starting point for country and Mission
programming. Nevertheless, according to the analysis, these three
factors are serious constraints in the urban development process
in many developing countries.

The most serious constraint is perception and leadership. This
refers to perceptions and attitudes on the part of leaders and
resource allocators at all levels in developing countries. It
includes sensitivity to urban problems, awareness of the city as a
complex subsystem within the national environment, understanding of
the essential interactions between the city and its hinterland
(metropolitan or region) and other cities, and a comprehension of
the vital role of leadership in addressing the problems of urban
development.

Manpower, the second problem area, refers to a cadre of skilled
professionals and paraprofessionals in developing countries which
understands the basic factors and linkages in urban development and
the role of the several professions and disciplines (such as planning,
law, administration, finance, and others).

~ The third problem area, information, is the substance from which
other factors (especially the two factors mentioned above) derive much
of their sustenance. It includes basic information on urban conditions,
problems, and resources in developing countries, access to the literature
(case studies and comparative analyses as well as conventional wisdom)
and to the results of practical experience and technological breakthroughs,
and the institutional capacity to use what is available and to produce and
share additional data.

For these new points of intervention there will be activities
involving research and development. The starting points are:

(a) An introspective analysis of relevant aspec~s of the Agency's
experience to determine if appropriate sector analysis and
project guidelines can be developed to take into account and
exploit the urban impact of AID activities. This is recom
mended as a topic for an early Spring review.
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(b) An analytical accounting of U.S. domestic experience in
urban development with relevance for developing countries.
The purpose is to help sensitize decision-makers in LDC's
to the positive and negative aspects of the U.S. experience
and to the range of policy options open to them.

(c) Development research on practical and adaptable approaches
to land use analysis and planning -- a basic element in
the planning process and a powerful tool in urban development.

(d) Promotion of a U.S. consortium of research, manpower, and
information resources for international urban development
through linked 211(d) grants to several institutions. These
in turn would be linked with leading LDC institutions in
joint research, training, and other colloborative activities,
with heavy emphasis on practical problem solving. This con
sortium will become an important and leading U.S. node of a
now infant international network of urban development resources.

(e) Fostering of institutional capacity in developing countries
for sector analysis and problem solving in urban development.
This activity will focus on specific urban development
institutions in developing countries to promote their growth
and strengthen network linkages.

(f) Helping to overcome the lack of established channels for
systematic development and exchange of experience, information,
and research in urban development by promoting an international
consultative mechanism for network development.

Initial concentration on the three new areas -- perception and
leadership, manpower, and information -- necessarily requires long-term
developmental activities. However, they must be complemented and sus
tained by other activities which in the shortrun will address pressing
operational problems. The new activities outlined above contain
elements of both approaches. (More details of these activities are
in Annex III.)

The proposed activities also have a very close identification
with the new programming approaches which are part of the Agency reform.
A collaborative, "bottom up" style has been used in the very formulation
of the activities and is emphasized in the proposed steps of implementa
tion. The suggested division of labor in AID (Table IX) seeks to reflect
and to project this style. The location and use of a broader range of
resources, including American private groups, have only to be continued
and expanded from a substantial beginning during the sector analysis.
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All of the activities are designed to contribute significantly to
the development of a network of information, institutions, and other
resources which can be used to seek solutions to urban-development
problems. A broad international network is envisioned, and there
have been already some encouraging attempts among donor organizations
to find ways of sharing development assistance responsibilities and
coordinating assistance efforts in urban development.
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4. Technical assistance
backstopping for
sector analysis and
project design.

1. Leadership in developing
awareness and an integrative
focus in the Agency.

2. Leadership in urban
development research,
including sector
analysis methodology.

3. Development of resource
capability via
a. in-house training

and recruitment,
b. talent banking,
c. centers of excellence,
d. developing-country

institutions.

Office of Office of
Regional Bureaus Engineering Office of Housing Population P P C

1. Backstopping 1. Engineering 1. Administration 1. Implemen- 1. Guidance
existing and of Housing tation of for sector
programs. construction Investment population analysis.

aspects of Guaranty pol icy.
2. Sector development. Program. 2. Coordination

analysis in 2. Demographic of urban
cooperation 2. Feasibility 2. Financing research. development
wi th central studies and other housing activities
resources project and related 3. Migration with new areas
offices. review. urban studies. of Agency

infrastructure. concern such
3. Program 3. Recruitment of as employment

planning. engineering and 3. Technical and income
cons truc ti on assistance in distribution.

4. Development resources on housinCl and
of linkages request. shelter sector 3. Management
with other analysis. of efforts
program to develop
efforts. 4. Recruitment of ana lyti ca1

housing and guidelines
housing on the urban
finance impact of
resources Agency
on request. investments. 5. Overall Agency relations

and representation with
international agencies
and timely liaison with
appropriate units in
the Agency.

*NOTE: This breakdown is intended to be illustrative, not comprehensive or exclusive. Several of the listed responsibilities
are shared by more than one Agency unit. Underlying the Agency's policy and program for urban development is a conscious
effort to relate them operationally to other Agency policies and programs, and to involve appropriate units within and out
side the Agency in their implementation. For example, the areas of concentration are related closely to key problem areas,
such as multipurpose health-delivery systems, environmental sanitation, local-action capability, management of operational
services, nonformal education, and tailoring and diffusion of industrial technologies to fit developing-country needs. They
also are linked closely with the new emphasis on employment and equitable distribution of income.
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For Mission Directors from Farrar t AA/TA.

I. . 'SullIIIary: The Me has reviewed the AID/W interbureau paper STRATEGY FOR
AID ACTION ON ENERGY and has delineated a number of POUcies and actions in
energy areasl"elevant to AID interests. Conments and inputs from the missions
are invited on the elements of the AID strategy and their significance for
AID's programs in the host countries. Several specific questions are posed
below to assist AID/W in the formulation of program activities for FY 76 t

FY 77. and beyond.

II. Background: The continuing energy crisis has focused attention' on the
role of energy and energy intensive inputs inttte development process. As
a part of AID efforts to better understand the t~act of greatly increased
energy costs on AID priority programs and theposs1ble alternatives to
conventional energy sources for non-urban situations. AlDIN has supported
several studies and conferences over the past year. These include:

An Overview of Alternative Energy Sources for LDCs - Arthur D. Little

Expert Pan~l on Energy Policies and Programs for LOCs - National
AcademY of Sciences (No report)

ASurvey of the Possible USe of Windpower. in Thailand and the
Philippines ~ u. of Massachusetts
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Alternative Energy Sources for Developing COuntries· National Acade~ of
Sciences (Report in preparation)

Interrelationships of Energy and LDC Rural Development - 05T Annual Conference 
Georgia Tech (Report in preparation)

These inputs together with interbureau discussions and the AAC review hav~ high.
lighted the country-specific and even 10cation·specif1c nature of energy needs~ T~e
impact of incremental additions of energy; in rural areas on food production. emploY\D8nt
and qual1ty of 11fe aTe not well established but non-metropolitan institutions 'appear ~"".'."."
needed if such additions are to be successfully made. Detailed analyses.~dytn9 the .' ,
net energy concept for inputs and outputs. of current energy usage are important to a
clear understanding of possible positive courses for intervention. Technolog1eal
energy options exist but economic and cOlllllmication barriers constrain their uti lity
for the poor majority.

The AID/W paperStratefJY for AID ACtJonOn Enew: is attached together ~ith the
minutes of theAAe revi~meeting. fhreepepers from the Geotgia Tech c~f~l"ence are
also attached forfllrther background. The HAS reports will become avallablelater thiS
year.

III. Action Requested:

We plan tO\.lndertake in a selec,te(sJll4ll nunmer Qf countri~s a stu<b' of their
. energy programs and the impact ,of energy ,constraints on development. The .field missions

are requ~sted to provide sit\.lat1on reports and l"eCORlll8ndationswhich will assistAI01W
in selecting priority areas and countries to be studied. Answers to the following
questions will also be helpful to AI01W in structuring fo.llow-on activit.ies •.

A. Is energy proving t6 be or l1hllto be a serious constraint topMority AID
programs? If so. in which sector(s) and "in what fonn is the constraint manifested?

. B. Does the host government ne~d and wish technical assistance in energy
assessment. planning. conservation or management? In non-petroleum energy resource
assessment? In energy technology? .

C. What local institutional capability exists to deal with energy technologies
and incremental energy sources or usage for the rUral poor?

D. Do you perceive a need for specialized training for LDC personnel in energy
subjects? . ,

E. To what extent. if any. are other donors providing assistance to the host
,country in energy related areas?

F. If an in"depthstudY of e'nerg.y1l8eds and constraints were undertaken in your
country. what scope and priorities WO!Jld you ~nd?

Replies by 15 September. 1975 are essen.~ial to' timely prOgr.. plann1ng.
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IV. fo)low-on'Activities:

AID/W'fs- cwrrently contacting other donor,lgenct~s tols~rtl1nthe1 r current and
plannedact1vi Ues in' energy areas; training, technical assistance, resauree assessment,
pla~ningand tftana9E!111ent,co~serYlt1on,etc., Your _wen to question E above will .

. assist this survey. A report, will be1ssuedend "'available to tIlellissions.Energy
project concepts are being deve1opect and appropr1.t4t PIOs will be circulated to missions
on the bas1sof response to this airgru= '

lnfo~on and documentation on energy topics will be provided by AID/W from time
to t1.,:. 'Requests for specjf1c 1nforut1on· are welcc.ed. '

-'i~~i~ures: INGERSOLL
L Strategy for AID Action on Energy

,2. Minutes of the MC Review Meeting dtd 6/12/}5
3. Energy and Rural 'Development by Roger Revelle
4. Food: Roleq1; Energy in ~roYiding Food by Ernest T. S-relon
5. The ImplepllnbtionofRur'al Energy PrograllSby T.A. Lawand

SEND TO: LIST P

Sea ltst of info ,addressee~attached.
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The macroeconomic impact of the energy crisis on AID recipients and

other develorinCi countries has been covered in other AID policy documents.

These conclude generally that the AID program cannot finance deficits

caused by increased petro1eum pri ces, they a1so spe11 ou t the ways in

which the present economic status of countries affects their eligibility

for concessional assistance.

This -paper deals with th~ other ~/ays in whictl- the changed cost -of

energy affect~ PJO programs, and with the implications for AID of

Secretary Kissinger's pledge at the LIN Special Assembly in Spring, ,1974,

-., to make available to the LDC's the results of energy research and develop

ment in the United States.

It is explicitly assumed that the relative cost of energy has been

permanently and substantially increased by recent events, and that long

term structura1 adjus tments are necessary.

II. Nature of the Rroblem---- \
/

/

The energy cris~s affects lOC development prospects in many ways:

It imp.lies a deterioration in terms of trade and attendant losses in real

income for most lOCs. It results in many instances in increased require-

ments for foreign fin~ncing due to the 1arqe increases in the costs of

imports. The higher cost of energy will also affect the feasibility ~f

development projects and require ad;justment in internal development

strategies in light ~f the higher cost of energy in general and oil in

~ particular. The economic effects of the energy crisis upon lOCs vary
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widely. While most LOCs are oil importers and would have to undertake

some kind of adjustment in response to the energy situation, the

adjustment is likely to be more difficult in the so-called Most Severely

Affected countries, because their economies are less flexible and their

short-term fina!1cing problems more intractable.

To mi ni mi ze the illl11i nent and sen ous shortage of food, tDes must

find new ways to increase their own production. The use of adCiftional

energy to increase the productivity of human and animal labor, to preserve

food. and to distribute food more equitable has become a necessity rather

than an ontion.

There is a high degree of correlation between the use of inanimate

energy and development. ltIhether energy'usage is cause or effect, it

seems clear that the demand for energy will inevitably increase with the

development of Loes. There is a need for additional investment in energy

generation usingconvent1ona1 and non-conventional technologies. The

investment required to achieve major energy substitution and increasing

energy sUpp1ies for LOCs is 1arge but there is no alternati ve if develop

ment aims are to be achieved.

The LDCs, imitating the developed countries. have relied largely on

central energy generatinq systems and, in the case of thermally iqenerated

power~ they have· qenera l1y util i zed petrol eum as the pri mary fuel.

Alternative energy sources exist but some are not well known and many

have been neglected because the pre-1973 price structure made their

exploitation un,conomica1. Higher costs of petroleum make alternative

energy sources relatively less costly. Hydro"'electric projects discarded
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, because of cost~benefit ratios in the past. for example, may now be much

more attractive. However, i.n the short q,n11 theOQssibilities for

substitution for petroleum are limited. .There is a need for (a) resource

exploration, (b) detai1~d assessment of energy use and future needs, and

(c) technical and economic feasibility studies to identify alternative

energy sources which can be exploited with existing technologies.

Higher oil costsalsG necessitate a new look at means of increasing

the efficiency with which &nerqycan be utilized in LDCs. Increased

efficiency involves both improved utilization and energy generation as

well as conservation. It must be recoqnized however, that there are

limits to the conservation which can be achieved without reducing

production because typically 80% of commercial energy used in LDCs is in

transportation and other directly productive activities.

'-' In the longer tenm, there is a need to find new alternative energy

technologies by adapting and applying research and development findings

to LDC needs. The major ne~ research efforts in the US and other developed

countries do not address LDC ne.eds directly and, without extensive adaptation,

are not Hke1y to produce rnu~h that will help the LDCs.

Higher energy costs affect the feasibility of a variety of projects

in the AID emphasis sectors, particularly agriculture and rural development.

Some of these effects are fairly straight forward, such as the increased
. .

cos ts of energy to the projects themselves, or to the subs ta in i ng of

project operation . The sameappl;es tOf>Tt>qram inputs such as fertilizer

which havehigheMrgy costs. There are also more complex implications:

for example.the.hiqher costs of transportation may have an important

3



ganerators ,solar powered water pumps, bioconversion of wastes -and

vegetation, windmills, pyrolysis of wood'and vegetation are examples of

technologies which either can be transferred to the LDC environment with

(TM 2:1)Sup P3 to HB 2

impact on the spatial aspec~s of rural development programs, such as

locations for marketing and agro-bus1ness centers. Highly labor intensive

methods of farming or processing may new be more competitive than previously,..
thus making it easier to c;hoose such methods. While probablyles$ signif";

icant, similar consider~tions apply ;n Educat;on and Health.

The poor majority, who are the center of AID concern. use relatively

little energy, and are less affected by the cha'nge in energy costs than

the wealthier members of developing country society. The cost of prov;d~

ing energy for increments in productivity and welfare among the poor has

increased, but it is not clear how critical this constraint will actually

be. The role of energy in moving a poor rural community forward is not

well understood at present.

We do know that several technologies exist which have limited

commercial prospect in the U.• S. or other developed countries but which

could be adapted for those rural populations which presently do not have

sufficient energy resources to achieve primary standards of living,

increase their food production or enhance their health and education.

Such small energy sources can provide poWer for irrigation, pumping,crop

drying, cookinq, tilling, sterilizing, and small scale electricity

generation. These applications will have little if any impact on global

energy demand but they offer oDportunftfes for prompt action to improve

the 'luality of life of large numbers of the pl)or. Small hydroelectric
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little modification or which, with ~edesig.nandad~pt~tion, may be rendered

technically app1 i c~ble to the LOCsetting. In some of these cases, further

development of the techno10g~es is required. In all cases it is necessary

to look at economic feasibility and even more important to make sure that

the application is truly responsive to a development problem.

Research and development on energy sources and conversion techniques

are more active all over the world than ever before. Most, but not all,

of the effort is directed toward rich country problems. There are as yet

no clearly prefer~b1e directions for research and development that show

promise of early breakthroughs for the LDCs.

The framework fordomes·tic research and development on energy over

the coming decade will be Project Independence. The report on Project

Independence is !I lI an evaluation of the Nation's energy pr~b1em: The

'-' Study provides the analytical and factual basis for focusinq debate on the

difficult choices and tradeoffs, and selecting a national energy pol icy.1I

The research porti on .of Project Independence is broadly divi ded into two

parts: Short-range (possible impact by 1985) and post Project Independence

(1985 and beyond). The short range objectives are to: 1) Increase the

domestic supply of liquids and gases (oil, natural gas, oil shale,

synthetic fuels from coal), 2) Shift demands from oil and gas to coal and

uranium, and 3) Improve conservation technologies (transportation. industrial,

household and commercial). The long-range possibilities include:

1) Synthetics from coal, 2) In-situ oil shale production, 3) Breeder

reactors. 4) Fusion power, 5) Solar conversion, 6) Geothermal. and 7) Long

term efficiency of energy utilization and a shift to electricity.

1/ f~o.)e~~ __Lndependence, F~dera1 Energy Administration, Nov. 1974.

5
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limited capacities to devo~e to overseas cQncerns, and are heavily engaged

on domestic energy matters.

(1M 2:1)Sup F3 toHB 2

be necessa ry .

Many U.S. Government agencies are involved in energy questions, but

This research program is not directed toward LDCneeds, and will

develop new approaches quite slowly. While these new approaches may be

useful to developing countries eventually,adaptation will undoubtedly

III. AID Response

There are grounds for considering making energy a major field of

concentration for AID activities. Energy plays a critical and central

role in the development process, and energy problems' affect most of th~

countries with AID programs. The scarcity of fiscal resources, the

preoccupation of U.S. tec~nical resources with domestic problems and the

high risk, particularly in innovative approaches to energy~ argue against

such a commitment. Were we to select energy as a concentration area, we

only a few of them focus any effort on lDC energy problems. Those that·

have some experience with lDCs on matters related to energy are the

Geologica) Survey (USGS), the Energy Research and Development Administration

(ERDA) tn its previous fonn as the AEC, the Department of State (DES and E),

and the National Academies of Science aod Engineering.. Other agencies

with programs that could have some bearfng are: The National Science·

Foundation, the Federal Energy Administration (FEA), the Departmentof

Interior, the National Energy Council (NEC), the National Bureau of

Standards (NBS). the Environmental Protection Agency (EPA), the Department

of Agriculture, the Nuclear Regulation Comission (NRC) and the National

Aeronautics and Space Administration (NASA) .. All of these agencies have



Sup F3to HB 2 (1M 2:1)

-
'-'

would at present not be able to proceed with an effectheprogram.· Hence

this option should be set a~ide.

There is clearJy scope, however, for assistance directly on energy

problems; the United States is a logical source ghen its technical·

expertise. The critical nature of energy problems makes it inadvisable

to rule out all forms of assistance. The principal reason for A.LD.'s

interest in enerqy,however, h the important role energy plays in the

concentration sectors. and its potential impact on the lot of the poor

majority. In this perspective, the following strategy should be followed:

1. Understanding the Problem

. We should undertake a program of study of the role of energy in

different types of developing country economies. This should start with

the rural sector and focus on the poor, but cannot and should not be

confined to that sector. In order to obtain valid results the energy

system in a country must be looked at as a whole and considered from a

sod a1, econom; c and cu ltura1 as well as techni ca1 s tandpoi nt. Centra1

to the study would be detailed analysis of a small number of LDC's with

different characteristics. The purpose is to understand the energy

cons trai nts to progress in the concentration sectors, i denti fy the

approaches required to o~ercome those constraints. As these approaches

are identified, programs would be mounted to develop practicable methods

tha t can be aop 1; ed

of fertil i zer.

in the Held, as is already being done in the case
/e-.~- .

///
2. .Energy Analysis 1n Program Planning

While recognizing that our capacity to conduct analyses is thin.

both substantively and in tenus of personnel, ~e JOOst nevertheless take

7



remains however, an important need in many countries, particularly MSA's,

to improve knowledge of potential energy resources, both conventional and

unconventional. The quality of LOC investment decisions depends on an

accurate assessment of the extent and characteristics of resources, and

('Dof 2:1)Sup F3 to HB 2

energy questions into account in planning all our programs. Guidelines

covering preparation of 'OAPs, Sector Studies and Project Proposals that

wi 11 assist Missions in focussing on energy questions at each stage of

program analysis and pres~ntation are needed. These should include

standard aSSufrlPtiOnS about world energy prices, and guidance on how to

seek help in exploring alternative energy source or ways to reduce energy

costs. This process may well help identify specific energy related

problems that can be factored into the program of study described above.

3. Energy Resource Identification and Evaluation

The private sector is expected to fill the primary role in

assisting LOC's to explore and develop 011 and gas resources. There

likely costs of exploitation in relation to benefits. The resources of·

the private sector, of the USGS, and of the AID program to use remote

sensing for lDC purposes are aval1ableas required for technical assistance,

but have limited capacities. AlDIN should fnfonn the missions of the

availability of these resources and the Agency, using either central or

mission funding as appropriate, should respond to requests from countries

receiving concessional assistancecif the request is reasonable and the

assistance not available elsewhere.

4. Technical Assistance

lDC skills on energy management. resource utilization, technology

selection and implementation are various, but generally limited. Many of

8
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the LOe's face difficult long am:l short tenn decisions on such matters as

utilization of conventional~et'"gysystems,ln"estmentin non-conventional

energy sources, and the manaqell1entof thei r resources.· They also need to

consider how to mount effective programs of energy conservation. There are

a number of possible sources for technical assistance in these matters,

but the United States is a rnajor source of the required skills. Moreover,

'-' a capacity to provi de technical ai din these matters will be important

to the success of some programs in the A.I.D. fields of concentration.

A. 1. D. should therefot'"e make an estimate of requirements for techn; ca 1

advice and training initially required on energy aspects of its fields of

concentration, and likely to be requested outside those fields, after

taking account of the capacity 'of non-U.S. sources to respond. A review

should be made of mechanisms available to A.LD. for providing such advice

and train;ng, and steps taken to ensure that they,are adequate to meet the

demand. Assistance under this paragraph and the preceeding'one can, of

course, be provided on a reimburseable basis as well.

5. Capital Investments

There may be rare cases when an investment in energy systems is

seen as an essential prerequisite to achievement of A.Ln. purposes in a

countrY,and is available from no other source. A ruralelectr;fication

project is a possible example. Energy investments may be considered under

normal criteria, but in general, capital for such purposes would be

expected to come from multilateral institutions, the private sector, or

other donors.

9
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research in this country and elsewhere.

•
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As Project Independence develops, there ~ well be progress that should'

be applied to LDC needs through timely investment in, say, smaller. scale

applications than are appropriate in this country. A.LD. should be alert

to opportunities of this kind, to piggy back on the main lines ofdollest1c

research on energy and to ensure that worthwhile results are appropriately

modified and made available for early application in developingcountr1es.

A. I .0. therefore needs to stay in close touch with the progress of energy

While the usual sequence is for prob1et1lSto be identifiecLand the

technical answer then sought, there is a reverse process throvghwhich

awareness of available or potential technologies makes possible the'

identification of courses of action that would not otherwise be discovered.

It is important,therefore, for A. LD.Missions to be kept advised of

technological developments in the field of energy that are potentially

relevant to their prograll1 concerns. This will be a two-way process as

Missions rePQrt on energy experimentation going on within developing

countries, and involves work done in other developed countries as well.

Given the complex nature of the energy problem and the MGUnt of work

being done on it in different locations, A.LD. should explore with other

interested agencies, domestic and foreign, the possibility of establishing

and infonnationnetwor.k that would provide data on applications of various

technologies, i.e., a continuously upda~ "state of the art" index. This

would be invaluable for research and development and would also serve to

help find potential solutions for problems identified in the course of

A. I. D. program development. Countries not recipients of A. I .·0. proqrams

could benefit from the above on a reiMburseable basis. .

6. Research and Deve10em!nt,
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DEPARTMENT OF STATE
AGENCY FI')R INTERNATIONAL DEVELOPMENT

WASHINGTON. O. C. 20:123

OFFICE OF
THe: ADMINISTRATOR

AAC-72B
June 12, 1975

MEMORA.l'lDUM F~MEMBE.RS OF THE AAC
_L~ <-FROM: -~Dona1d T. liss, Executive Secretary

SUBJECT: Follow-up to AAC Meeting of April 16
"Strategy for AID Action on Energy"

(1M 2:1)

Attached for your information and action, as appropriate,
is a copy of an Information Memorandum for the Adminis
trator summarizing the results of the AAC meeting of
April 16 on Strategy for AID Action on Energy.

Attachment:
As stated
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DEPARTMENT OF STATE
AGENCY "'ORINTERNATIONAL DEVELOPMENT

WASHINGTON. D. C. 20523

OFFIC;:: OF
THE ADMINiSTRATOR

June 12, 1975

INFORMATION M~lORANDUM FOR THE ADMINISTRATOR

THRU: C~ .
:~ .

FROM: Donald T.: 1~, xecutive Secretary,.
<

SUBJECT: Follow-Up on tJ:/ MC ~teeting of· April 16 --
Strategy for A' Action on Energy

TheMe discussion pf April 16 focused on what should be
AID's response to the energy problems being faced by the
LDCs.

('I'M 2:1)

A.

It was agreed that as a first step, Missions will
be advised of ' the proposal to undertake in a
select number of LDCs a study of their energy
problems and the impact on development. Missions
will be asked to provide situation ~eports and
recommendations which would assist AID/W in
selecting priority/country study sUbjects.



the followin
field comments
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Coordination with other Financial Instituti~ns1.

As needs are identified, programs can be mounted
to test the principles, methods of analysis and
solutions a~d to apply them in other countries,
where appropriate •. While other development
agencies may undertake ~loba1 assessments of LDC
energy requirements, it was agreed that AID could
make a special contribution by developing practical
technology that can be applied in the field.
Missions will be asked to consider inviting LDCs
to incorporate the improved energy planning and
analysis into country programs.

TAB will prepare an airgram to the Missions for
transmittal of the AAC energy paper, minutes of
theAAC meeting, and specific requests for informa
tion.

•

To assure that AID's work will complement,
not duplicate, investigations being undertaken
by other development agencies, the Agency
will investig,atastudies by UN and other

,bodies on improving energy generation and
utilization in LDCs. In addition to identi
fying studies which concentrate on energy,
AID will attempt to learn about studies on
other subjects which appear to have energy
saving or energy-using implications. Better
exploitation of consumables, for 'instance, !~~

would result in energy savings and this will ~
be explored. '

After receipt of inputs from the Missions and
Bureaus, and after consultation with international
institutions and the private sector, TAB will
arrange for selected energy studies in a few .
(approximately six) countries to ex~mine in-depth
the energy constraints to progress.

B.

ACTION:

ACTION:

Sup F3 to HB 2
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Interagency Coordination

(TM 2:1)
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Al~hqugh AID programs in the energy field may
bemoefest, as spokesman for4eveloping coun
tries, AID must attempt to influence positions
on energy matters and actively cultivate
support for these positions in USG policy
cir,cll\'s. To perform effec,tively, AID must
keep~breastof LDCenergy requirements and
be prepared to analyze and make known their
implications.

ACTION: IDC, in, col.laboration with TA, PPC, and SER/ENGR,
,will st~yabreast of developments in the energy
field to be better able to act effectively as the
U.S. spokesman for the LDCs. In addition, they
will,re,con:tirm staff capabilities and respon
sibili tie,S formoni toring and assessing energy
conditiq:p.s. impacting on developing countries and
prepare,i~sues memoranda for us~by USG policy
makers whQ are establishing and'negotiatiJ1,g U.S.
positions on,energy which reflect adequate under
standingo,f LDC energy problems .

C.

The AAC agr~~d that anaccura~e assessment of the
extentand·characteristics of resources and the
probable ,costs and returns to be realized from
exploitation of ,these resources is essential for
sound investment decisions. Having demonstrated
the potential of promising technologies for assess
ment such as remote-sensing, AID.may then refer
LDCs, de,siring to mount opex:ational systems, to
theUNDP, IBRD, and other financial institutions.
However, AID should properly continue training LDC
personnelQnrequ~st in collectin;g, interpreting
and applying rel.~vant information and continue to
respond tQ.raquestsfot,resourc:e identification
technical assistat'lce, ,but wp.,ll not plan to sponsor
detailed mineral stirveys. AID will also continue
to identIfy anddemons~rat~.development·technolo
giesuseful to, but not generally exploited by
Loes. An example of such technology is geothermal
power·~
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TAB, with SER!ENGR and SERf!T.

AID will investigate whether sufficient resources
are available from other development institutions
to assist LDCs in carrying out resource surveys.
If it is found that sufficient resources are
unavailab:le, AID will reconsider 'its position with
regard to·the financing of resource identification

·andevaluation activities.

Under PD-Sl, AID sponsors technical training and
advisory sel'yices for countries interested in
assessing national resources and requirements .

.AID will be prepared to respond to requests for
specialized technical assistance which does not
duplicate assistance provided by other development

. agencies. An example would be training inappl ied
uses of solar energy.' .

AID consultants will be prepared to assist. Missiuns
which have questions on energy matters relative to
projects proposed or underway in priority areas.
If countries ask for u.s. advice on national
energy planning, conservation, and management, AID
should be prepared to respond•. Iri this c'Qnnection,
Missions should be asked whether countries desire
training in energy assessments and pl'anning. ~f
the response is positive, AID should consider what
central backstoppingand.support would be required
to respond to sucli reques,ts.' While AID would not
be financing the construction of power plants, it
would be prepared to assist countries assess
energy requirementstodopteliminary work on
proposals intended for submission to the UNDP and
IBRD. . It was also agreed .that AID W'ouldconsider
other training in the energy field when the need
is not met by other sources.

TAB and SER!ENG will check the funds available for
resource s1Jrveys by other institutions and donors.

D.' Requests. for technical advice andtrainin& in
energy sUbjects outside AID fields of concentra
tion could he signiiicantinnumher and scoee.
shoula AID limit its response to concentrat10n
areas? . . . .

ACTION:

ACTION:

Sup F3 'to HB 2
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Attachments:
As stated

E.

F.

ACTION:

NOTE:

Capital Investments

Except in unusual cases, capital for energy
investments would be expected to come from sources
other than AID.

Research and Development

In view of the major u.s. research 'effort and
long-range potential of Project Independence, the
AAC recommends that an issue which the DCC should'
treat at an ~arly date is whether, how and under
what authority applicable findings of research and
development undertaken for Project Independence
could be extended to developing countries. The
question of AID's responses to the pledge by the
Secretary of State to provide LDCs access to U.S~

energy technology could be treated at the same
time.

IDC with SER/ENGR and TAB.

The attached charts show lending and grant acti
vities by several donors in the electrical power
sector for the period 1971 to present. They are
not directly pertinent to the MC discussion as it

,unfolded, but provide related background and thus
are being distributed for your information. ,
Further effor,t is being devoted to compiling and
assessing the international technical assistance
community plans and projects for energy, most of
which are still embryonic.
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AGENCY FOR INTERNATIONAL DEVELOPMENT

DATE

HANDBOOK TRANSMITTAL MEMORANDUM October 15 t 1984

MATERIAL 'IRANSMITIED:

Hambook 2 - Program Planning am Btxlgeting

New Harxibook Index

TRANS. MEMO NO.

2:20

The new iniex is composed of all tre entries referring to this Handbook that
appear in the current Master Index to the AID Harxibooks. As a consequence of
being a direct extract from that document, it also provides additional
citations to topics that are also covered in other Handbooks.

The indexing reflects tre content of this Handbook as of July 1, 1984. An
updated version will be produced at the same time as the Master Irxiex is
updated.

SUPERSEDES :

Any existing irxiex material in this Harxibook.

FILIN:; INS'IRUCTIONS:

1

2.

Remove superseded material as indicated umer SUPERSEDES.

File the attached in their appropriate places.

3. Initial the Transmittal Memorandum <hecksheet (in the back of the
Handbook binder) beside '1M 2: 20 •

* * * * * * *
KEEP TIITS TRANSMITIAL MEMlRANOOM in the front of the Handbook binder; discard
'1M sheet 2: 19.

* * * * * * *

Address questions regarding this index to M/SERjIRM/PE.

------r
KEEP YOUR AID HANDBOOK UP-TO-DATE ,

I



INDEX TO THIS HANDBOOK

This index is derived from the Master Index to the AID Handbook series issued
under TM HI :2.

The underlying approach to the Master Index is one of unity, with the series
of AID Handbooks considered as a single entity in which topics m~ appear in
one, or more than one, of the component volumes.

Each entry in the Master I ndex that incl udes a reference to thi s Handbook is
reproduced here in its entirety, thus providing both a gUide to this Handbook
and useful references to other Handbooks.

The formats for location citations are intended to match their appearance on
the Handbook. pages. Beyond the standardized Handbook number with its
following colon, the citations used in the index reflect the different formats
used in the individual Handbooks themselves.

UNDERSTANDING THE CITATIONS

The standard codes and messages that appear throughout the index, and their
exceptions, are defined in this section. It is recommended that all users
read this section before using the index.

LOCATION CITATIONS

The location citations are grouped in the following pattern:

Handbook number, colon, Chapter number, Paragraph letter, and further
breakdown where needed.

The abbrevi ations such as ApP. for Appendh; Att. for Attachnent; and Sup. for
Supplement are also includea-in the citations-wfierever necessary.

Special cases and cross reference messages are described on the following page.

An example of the format used is as follows:

AID Financed Export Opportuniti es lB:23A2a(3); 15:l0Cla(l)

where the tenn "AID Financed Export Opportunities" is located in Handbook. No.
lB, Chapter 23, Section A2a(3); and Handbook 15, Chapter 10, section Cla(l).



SPECIAL CASES

Although the majority of the location citations follow the pattern described
previously, there are these exceptions:

o In some of the Handbooks, a majority of the text is reprinted from
the Foreign Affairs Manual (FAM). All FAM citations are marked by a
'I' sign before the section number.

o Amajor portion of Handbook 14 is composed of the Federal Acquisi
tion Regulation (FAR). All citations to this pUblication are cited
as 14:FAR(section number).

o Three Handbook supplements that are basically separate volumes are , .~
cited as, lB: (Procurement Policy), 3A: and 3B: (Project Managers 'J
Gui debook )•

o In Handbooks which contain both Parts as well as Chapters, the Roman
numeral Part number is separated from the Arabic Chapter number by a
dash (-). For example: 2l:I-2A8, a citation to Chapter 2 of Part I
of Handbook 21.

CROSS REFERENCES

These references provide direction for selection of index terms:-

A 'see' reference points from an unused tenm to the one that is used.

'x' is the reverse of see (do not bother to look) and provides a guide
to terms that are not used in the index.

'see also' points to tenms that are closely related.
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TRANS. MEMO NO.

2:2[]

- A -

EFFECTIVE DATE

AUGUST 1"184

Ab:>rtion equipment/services

Accelerated loan repayments

AID/W managanent responsibilities
allocation of resources
bJdget subnission review

Allocation of resources

Auerd:Dent procedures
operational year budget

Annual budget policy guidelines

Annual budget suhnission (ABS) see
Blxlget subnission -

Budget cycIe
annual budget policy guidelines
budget suhnission
bJdget subnission review
Congressional presentation
<l1B J:ludget review
OMB 'man'

Blxlget preparation guidarx:e
see also Program pla~ assistance

Blxlget subnission
x Annual budget suhnission

Budget suhnission review

Blxlgetary transfers

Budget~
family planning equipment
mission operation
statutory requiranert:s
tenninology
Title 1 (PL 480) programs
Title II (PL 480) programs

Ccmnit:ments
Type 1 coomit:ments
Type 2 coamit:mert:s
Type 3 coomitments

Congressional marrlate

Congressional notification

IB:404; 2:Stp.D4; 13:App.4C25

2:Slp.A4b

2:1-2; 2:11-4; 2:11-5
2:11-3E; 2:II-3H

2:1-2; 2:II-4; 2:II-5

2:II-3P

2:II-3

- 8 -

2:II-3
2:II-3
2: II-3D
2:II-3E; 2:II-3H
2:II-31
2:II-31
2:II-3J

2: II-App.3A; 2:Stp.A

2:II-3D

2:11-3E; 2:11-3H

2:II-7C

2:II
2:II-App.31
2:11-App.3D; 19:8A2
2:II-7
2:II-2
2:II-App.3Hl
2: II-App.3H2

- C -

2:1-5
2:1-5E2
2:1-5E3
2:l-SElc

2:App.A8

2:1-51; 3:51
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IPAQENO.

INDEX-2

Congressional presentation (budget)

Continuing resolution

Contraceptives see Family pl~ equipment

Country strategy

Currency use offset
x ~an forgiveness

Current year furds

Development Assistance Program (J:lI.\P)

IX>nation program see Title II(PL 480) program

Education programs
program planning assistance

Energy usage analysis

Environmental impact

Family planning equiIX!lE!nt
budgeting

x Contraceptives

Financial management
program financial management

budgeting

Food and agriculture development
program planning assistance

Food for Peace Program see
Title II (PL 480) programs

Glossaries see Terminology

Health and nutrition programs
program planni~ assist:arx:e

2:II-:J.t

2:II-6; 19:21

2:Sup.A2a

2:App.A11b: 9:Att.5C; 19:5G7

2:5B; 19:2HC

2:Sup.A2a

2:Sup.E

2:Sup.F3; 3:3C7; 3:App.30

l:II-L; 1 :Ann.AIV-n; 2:Sup.B5;
3:2D3h; 3:""p.2D; 3:3C8; 7:4A7

l:II-D; 13:""p.4C24
2: II-""p. 3I

19:AIL

2:II

l:II-A; 9:ALL
2:Sup.C

l:II-C; 1:II-F; 9:10
2:Sup.C

~.........•.•.
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Human resQJrces develqxnent
educational programs
nJral development
urban de~lopDEnt

women in development

· '

TR NS. MEMO NO.

- L -

EFFECTIVE DATE

1:Am.A!V-3; 2:S~.B; 2:S~.E
l:II; 2:Sq>.E; 9:10C2 lO:ALL
1:Am.A.ID72; 2:S~.C3; 18:lV-3D16
l:.Ann.A.R>64; 2:Sq>.F2; 18:IV-DI.1
1:1II-B2; 2:S~.B4

lalst de~loped coontries

Legal restraires~ Statutory requlraueres

LoBIl fOtgi~~ss ~ Currerey use offset

Loan repayment
accelerated loan repayment

- M-

Mission lxJdget

Mission operation
mission budget

x Overseas support

Mission program lllBIlBganent respoosibilities
b..Jdget suhnission

- 0 -

(J.fB budget review

(J.fB Circular A-lO

(J.fB marl<

Operational year budget
amen:iment procedures

O\erseas support~ Mission cperation

- p -

Population Assistance
abortion eq..lipDEnt!services
program planni~ assistaa:e
voluntary sterilization

Processi~ procedures
Type 1 coomitDEnt s
Type 2 coomitDEres

Programp~ assistance
education programs
e~rgy usage analysis
food arx:l agriculture de~lopDEnt

lB:~1d; 2:Sq>.A4a; 9:Att.5f\lU:
15:2B2c

7:505; 7:App.5F; 19:6C3
2:&.p.A4b

2:U-App•.'f>; 19:&\2

23:ALL
2:U-App.3D; 19:&\2

2:U-3D

2:II-31

2:Sup.Ala

2:II-3J

2:n-3N; 2:n-3P; 2:U-5
2: Il-3P

lB:4D4; 2:Sq>.04; 13:App.4C25
2:Sup.D
l:11-E; 2:Sq>.D5; 13:App.4C26

2:3!:2
2:5E3

2:Sq>.E; 18
2:S~.F3; 18
2:Sup.C; 18
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~lth ani nutrition programs
pq>ulation asaistaoce
rural develq>ment
scien:e ani techoology
Title I (PL 480) programs
urllan developuent

- R -

AID HANDBOOK

2:Stp.C; 18
2:Stp.D; 18
2:Stp.C3; 18
2:Stp.Fl
2:Stp.n
2:Stp.F2; 18

2

~ ,&..•.""-\".

I

Rural develq>ment

- s -

Scien:e ani techoology

Sector analysis

Statutory requireuents
budgeting

x Legal restraints

- T -

Tennirology
budgeting

x Glossaries

Title I (PL 480) programs
budgeting
program planni~ assistan:e

Title II (PI.. 480) programs
1:u:lgeti~

x Donation program
x Food for Peace program

Type 1 ccmnitments

Type 2 ccmnitments

Type 3 ccmnitments

- U -

Urban develc.pment

u.S. Congress
Congressional notification
Congressional presentation (l:AJdget)

- V -

Voluntary sterilization

- w-

Wanen in clevelopuent

l:Arm.A,ID72; 2:Stp.C3; l8:IV-3D16

l:.Ann.AIV-8; 1:.Ann.AIV-9; 2:Stp.Fl

2:Stp.A3

2:II-7

2:II-2

2:II-App.3ffi
2:Stp.n

9:7; 9:8
2:II-App.3H2

2:1-5E2

2:1-5E3

2:5Elc

l:Arm.A,ID~; 2:Stp.F2; l8:IV-Dll

2:1-51; 3:App.5B
2:II-:I'I

l:II-E; 2:Sup.D5; 13:App.4C26

1:II1-B2; 2:Stp.B4; l8:IV-3D18
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