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When 1 was president of the Inter-American Foundation, we
published a book titled  They Know How. *They" referred (o the
poorer people of Latin America and the Caribbean, whose
development efforts the Foundation was dedicated to underwriting,
The findings of the book—indeed, my entire nine-year experience
it the Foundation—affirmed my carliest feelings gained from
working among the people of the Third World that even the most
Seprived and humble among us is capable of determining his or her
awn needs and may possess greal creativity and industriousness in
arganizing solutions to his or her community's problems.

[ have also learned through the years that nothing is so
{mportant in the field of human relations as the respect we show
une another, no matter the difference in wealth, education, or sodial
status, and the dignity with which 1 believe all of us are entitied to
live our lives. It is no wonder to me, therefore, that so many of our
Al institutions have failed so miserably to curtail poverty and foster
soclal ¢hange In the Third World. Most of the major aid agencies
hive opetated on the principle that we know how, that we have the
snswers to the problems, These agencies have made it perfectly
cleur 1o the "targets® of their largess that there is no role for the poor
and powerless in shaping and controlling their own destinies.
Under such conditions, preserving one's dignity Is difficult.
Development & Impossible.

Kven in countries where there ure free and fair elections,
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limiting democracy and popular participation to the ballot box levies
s heavy social cost. 'Wherever poor people are excluded from the
daily discourse on matters that affect them, frustration and alieaation
are the inevitable results, In the Third Woeld, whether or not these
foelings are manifested in anti-American sentiment, 11.5. policy goals
are jeopardized by the social polasization and instability that fester
in such pervasive dissatisfaction.

As the authors of this report on the future of foreign aid point
out, the problems of aid and development have reached critical
proportions.  Billions of doliars of aid, provided on the basis of
Northern short-term priorities, have helped build two societies in the
South and an ever widening gap between the two. 1t is clearly time
10 rothink our aid strategies and to do so in conjunction with the
people we siy we are trying 1o help,

Over the past twenty years 2 number of major reports on aid,
from Pearsan 1o Carhicel, have been published. Al suggest changes
{n focus or structure. None proposes a true partnership with the
Peaple of the South.  Ald for Just Development is distinctive in that it
makes practical, detailed, and at the same time far-reaching
recommendations for restructuring ald institutions so that they can
mold their programs according to local realities and the needs,
{terests, and efforts of those who live in them.

‘There are few who are in & posilion 1o write such a report. The
authory' breadth of experience In the aid and development field is
unique. As the founding directors of The Development GAP, they
have wotked with a wide range of organizations—from the World
Bank and AID 1o private and voluntary organizations in the North,
and from grassrools groups to government agencies in the
South—and they have continually worked with Congress and other
decitionmakers to translate this experience into new and better
policy. They are not abstract theorists nor representatives of any of
the many special interests in the aid field, but rather people with an
ongolng, hands-on involvement who seek to give representation 10
the poor,

Long befare it became fashionable 1o discuss possible links
botween microlevel and macrolevel development, The Develop-
ment GAP wity not only proposing such linkages but was already
demonstrating in the field how they could be made. It has been at
the forefront In helping to move the World Bank (nto consultation
with the people the Bank proposes 10 assisl.  Without The
Development GAP's oxtenslve effors, the autonomy of the later
American Foundation, and possibly the Foundation iself, would
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have been things of the past, and the African Development
Foundation certainly would not have been created, The
Development GAP has worked closely with popular organizations in
the Caribbean, Latin America, and Africa to help reshape U.S.
economic policy toward those regions. Above all else, it has helped
set standards for the aid community and continues to challenge all
those in the community to achieve and uphold them.

Atd for Just Development presents that challenge directly and
unambiguously. Others might have been uncritical and allowed the
reader o avold confronting the mistakes of the past, as 50 many
previous reports have done, A major strength of this report is that it
does not permit us ta do so, It forces us to reassess the very
{oundations of the prevailing aid paradigms, challenges us to
construct @ new paradigm that is based in Third World realities, and
then offers us 4 concrete and creative development assistance
structure that responds to those realities,

William M. Dyal, Jr.
President
St. John's College, Annapolis




Preface

Over the past decade, The Development Group for Alternative
Policies (The Development GAP) has worked with governmental and
non-governmental development organizations in some thirty
countries on behalf of 2 variety of development assistance
(nstitutions. We have also worked extensively in policy centers in
Washington in an attempt to translate our experience into more
appropriate aid policies. In both endeavors, we have been advo-
cates of approaches that directly involve and serve the poor, that are
esponsive to their expressed needs, aspirations and efforts o shape
iheir own future and that are predicated upon a recognition of their
capabllities to do so.

In Latin America and Africa we have worked on developing
projects that have demonstrated to the World Bank the viability and
comparative advantages of involving non-governmental
organizations as project designers and implementors.  Similar efforts
have taken us to Africa and the Middle East for the Agency for
[nternational Development (AID). For both donor institutions we
have helped public agencies overseas to develop programs that
lnvolve and benefit non-governmental groups and associations of
ihe poor. At other times we have worked directly with Third World
groups, helping them to assess or develop programs and to identify
sources of funding in the Narth.

The Development GAP'S Involvement with smaller donors has
also been extensive, 'We have collaborated with a number of PYOs
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(private and voluntary organizations) on a variety of endeavors and
have worked closely with PACT, a secular PVO consortium. A
Development GAP co-director has served as chair of PACT's project
selection committee, And serving as chair and then secretary of the
Ecumenical Working Group on Africa, we have had the opportunity
10 work closely with a number of church development agencies, as
well,

Our refationship with the Inter-American Foundation (IAF) dates
back to 1973. It was while working there that The Development
GAP's founders, formerly Peace Corps volunteers in Latin America
and Africa, began contemplating the creation of an activist policy
organization, Following its own establishment in 1977, The
Development GAP provided various forms of assistance (o the IAF
through the remainder of the decade. Since political problems beset
the Foundation in 1983, we have supported Its efforts to maintain its
independence and integrity. Meanwhile, The Development GAP has
been intimately involved since 1975 in the creation of the African
Development Foundation (ADF) and in the subsequent promotion
of ADF's autonomy and its assistance mandate,

As reflected in the text of this report, our experience with some
of these aid institutions has left us troubled about the course of the
1.5, development assistance program.  Our involvement with others,
however, has shown us that a new and more promising approach
can be taken, Meanwhile, in our collaboration with policymakers, it
became apparent that common misconceptions about Third World
local realities, as well as about the relationships between aid and
development, have been paralleled by a strong desire to formulate a
new ussistance policy and program that would be streamlined and
more meaningful to the lives of the poor.

We decided, therefore, to utilize the experience we gained
overseas, and that gained from working on a range of aid-related
Issues in Congress, to develop and présent an alternative aid
paradigm that would have practical application. This report is the
result of that effort. It Is our hope that its analysis and recom-
mendations for change in our country's aid program will be of
unsistance 1o policymakers and, consequently, to the Third World
poor as well.

This report was prepared with support from the Ford
Foundation, the Rockeleller Foundation, and the Presbyterian
Iunger Program, To each of these Institutions we are most
thankful. We also wani 1w express our appreciation in particular o
Gurey Sick, our program officer at Ford, who showed patience and

Preface  xv

confidence in our work. It should be made clear, however, that the
opinions expressed herein do not necessarily reflect the position or
policies of the Ford Foundation, the Rockefeller Foundation, or the
Presbyterian Hunger Program, and no official endorsement by these
instinutions should be inferred.

We also wish to express our gratitude (o our colleagues in the
aid community in this country and Europe, to the people inside
Third World development organizations with whom we have
worked through the years, and to the many other people who
shared their insights with us during the preparation of this report,
We want to thank, too, the members of our Advisory Board,
particularly Peggy Antrobus, Bob Busche, Corinne Johnson, Vic
Johnson, Tony Lake, Bill Rau, and Sally Yudelman, as well as Ed
Dela Rosa, Ted Owens, and Warren van Wicklin for their thorough
and substantive reviews of the manuscript. Within The Develop-
ment GAP, Blane Lewis deserves much of the credit for pulling
together the material we have used. Tim Lake, Daniel Solomon,
Karen Greg Elliots, and Diane Soles also helped us to put this report
together.  Finally, we owe a special debt of gratitude to Maggic
Kennedy and Kathy Burks, whose efforts not only helped make this
work a reality, but whose encouragement sustained us during
peneds when we needed it most.




ONE
Introduction

and Overview

This report is about how the United States, through bilateral,
multilateral, and non-governmental aid channels, can best promote
equitable, locally defined, and self-sustaining development in the
Third World, It is written from the perspective of those who have
spent much of the past two decades working with institutions
ranging from community organizations to the World Bank. In
essence, it represents an effort on the part of The Development GAP
{0 translate its experience with the Third World poor, development
und aid organizations, and policymakers into an aid paradigm
designed to underwrite the involvement and leadership of the poor
in their own development, and thereby help foster long-term
stability rooted in true self-determination.

{n this endeavor we do not pretend to be apolitical, Indeed,
development itself is a highly political process, pitting those lacking
productive assets and access to productive inputs (as well as many
of the basic necessities and amenities of life) against powerful forces
in their own societies. Whether they address the matier directly or
not, every proposal on aid or development policy at least Implicitly
eatablishes u position on the distribution of wealth, income, goods,
services, and general economic well-being and, consequenty, on
the nature of econamic and social relationships.

'This 18 not to say, however, that our approach to these
questions |y elther politically partisan or ideological. We have
worked with representatives of both major parties and with people
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of all ideclogical stripes in secking to fashion pragmatic, but just,
responses to policy and programmatic issues, Our experience
averseas and inside aid agencies has shown us that neither the
traditional liberal approach of channeling large amounts of funds
through Third World government bureaucracies nor the present
conservative policy of maximizing the aid spent on the commercial
private sector is effective, In fact, far more often than not these
approaches have exacerbated, rather than helped resolve,
development problems.

THE FAILURE OF AID

The conventional foreign aid strategies have failed to engender
equitable and sustainable development fargely because they have
not corresponded to local realities, Inherent in these strategics is
the beliel that poverty can be successfully addressed in the Third
World by outsidess—whether they be international donors, national
public officials, or those in the business sector—lacking associations
with and undesstanding of the poor-and their communities, Causes
of poverty are diagnosed, needs assessed, policies developed, and
programs designed without consultation with the people who
experience these problems every day and without whose
commitment of time, effort, and other resources no program ¢an be
successfully sustained.

Indoed, » fundamental problem among many aid policymakers
and even among some aid practitioners is the confusion of aid with
development.  An all-too-common perception is that development
onuists of a series of programs and projects that start and end with
the provision and termination of aid. Too often, the poor are seen
as A passive group—the "target population®—that receives the
benelits of decisions made for their well-being in Washington, Paris,
Nuirobi, Quito, or any number of other policy centers 1o which they
huve no relationship or access. Development, in this view, takes
place only when there is outside intervention: a supply of assistance
to 4 public agency, a commercial bank, or another formal-sector
institution that will apply resources on behalf of the poor. The
mure money, the more developmont,

The roality, of course, is very different. Development is a
process of ongoing change at the local level Individuals, families,
and communitios are continually planning, organizing, and acting o
improve their lot, 1o galn control aver thelr lives and theie

I
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environment, or simply to survive under hostile conditions.
Institutions, some hardly recognizable as such 10 outsiders, emerge
10 serve as vehicles foe this activity. The major aid donors, however,
usually bypass these institutions and their efforts, sometimes
unwittingly undermine them, and effectively promote them only
when they take the time to listen rather than direct.

A project that is implemented through 2n organization with
which the local population is not involved will run its course and
leave behind no basis for continued activity. ‘The project will die
and no follow-up activity will be stimulated if the local institutional
capacity is not reinforced and expanded, Assistance for this mode
of development does not gencrate self-sustaining change and is
costly, misgulded, and unfortunately, generally the rule.

We in the North have helped to create a moderm institutional
infmuuctuminmd\oflhemrdw«ld.mlnfnwum:edmdld
nolemcrgermmelowmnwmdlha(huliule relationship to it
Our major aid organizations work through these structures because,
being near mirror images of our own institutions, they are easily
identified and accessible and often share short-term Northern
interests. Furthermore, and perhaps more significantly, these
modem structures provide development and project information of &
nature and in a form that generally corresponds to the needs of their
Northern counterparts rather than those of the poor. The size of
these structures is also a factor in this regard, for they appear 10
have the capacity to absorb large sums of aid monies, Often,
owever, this capacity is in fact lacking,

'fhis siation has helped w0 perpetuate the myth that the Third
World needs and can effectively utilize even greater financial
resources than it presently receives. Quantitative goals for aid
funding, such as 0.7 percent of GNP, have been pursued without
any practical demonstration of how this would be translated into
more mpid, more extensive, of more rejevant development among
the poor. But aid agencies, consulting firms, commercial concems,
research institutes, and many other institutions have been built in
{he meantime upon this myth, and they are now pan of the familiar
landscape on Capitol Hill whenever foreign aid bills are debated.

THE POLITICS OF AID

Yat, the needs of the aid industry alone could not sustain its
axpansion If ald did not serve broader interests, Aid's primary
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significance today lies in its policy leverage. As a tool of foreign
policymaking, it has been used consistently by the State Department
through The Agency for Intemnations! Development (AID). In the
economic darena, the current private-sector, Caribbean Basin, and
African Economic Policy initiatives—and their counterparts within
other bilateral and multilateral aid agendies—are examples of how
iid is utilized 1o stimulate policy changes far more profound in their
Impact than what the field application of that aid could generate.

While the use of aid as a policy tool can, under certain
circumstances, bring benefits to the majority of a country's
population, the dangers are apparent. Those countries that followed
the advice of Northern ald agencies and diverted agricultural
resources to produce for export and to establish a modern industrial
base have seen the prices of their commodities plummet, Northern
markets contract, the cost of capital-goods imports steadily increase,
the price of imported oft fluctuate dramatically, balance-of-payments
problems intensify, and the cost of credit needed to cover these
deficits only exacerbate them. Debt problems are rampant and in
many places unmanageable. In much of Africa, countries that were
once self-sufficient in food cannot feed their populations,

The common argument that this dire situation is the result of
unpredictable changes in world economic conditions misses the
paint, for Northern-advocated development strategies have
freesponsibly left Third World economies increasingly and
precariously valnerable to any changes that can, and do, occur in
the international arena, If this were not bad enough, the policy
uatvice that Third Word governments receive today from the World
Bank and other lenders remains fundamentally unchanged,
encouraging them as it does to export their way out of thelr
economic difficulties. Clearly, oulside advice has done little for the
long-lerm development of these countries,

It would be naive to expect that any country, particularly a
world power like the United States, would place the interests of the
poot majority in the Third World abové its own.  But it Is equally
foolish to think that one can pursue short-term self-interest In the
Third World and achieve the long-term goal of sustained social,
economic, and political stability, 1t would be wrong, as well, to
believe that the enbancement of economic relationships between
vested interests in this country and in the Third World will help the
Thied World poor, As witnessed [n Southeast Asia, Central America,
and Southern Africa, support provided through those who manage
of benefit from systems that perpetuate inequities cannol succeed in
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closing the gap between the haves and the have nots. The
consequences of the alienation and intense resentment that this
widening gap breeds can clearly be profound.

At the same time, public support for foreign aid continues to
languish. Polls show that while the majority of U.S. citizens favors
nid in principle, a sizeable majority supports reductions in aid
because it feels that most of our assistance does not reach the poor.
A 1982 Gallup poll revealed that over twe-thirds of the public s of
the opinion that 1.5, economic assistance benefits the rich more
than the poor, The same poll demonstrated that there exists,
overall, far greater support for aid among what Gallup calls the
"elite public," or U.S. leaders, than among the general public
(Chicago Council on Foriegn Relations, *Attitudes”), Five years later,
another public opinion survey, conducted by Nancy Belden and the
Strategic Information Research Corporation and published by
InterAction and the Overseas Development Council, revealed that
almost 90 percent of those Interviewed from the general population
believe that aid is largely wasted by the U.S. bureaucracy and
frequently misused by foreign governments (Contee, Christine E.,
What Americans Think), Removed from the barrage of rhetoric
from the protagonists for aid, the public appears 10 understind the
realities of foreign assistance far better than do its leaders.

MAKING OUR ASSISTANCE MORE EFFECTIVE

In the first place, money—or the lack thereof—is not a significan:
constraint on development.  All too often, Third World agencies are
overloaded with funds that they cannot effectively absorb and
utilize. Mast of the recipients are government institutions that have
minimal or adversarial relations with the intended beneficiaries and
have either no experience in, or commitment to, channeling aid
funds for their use. Staff is generally inappropriate in its orientation,
effective reward systems are not in place, and administrative
procedures are normally more relevant to a more well-to-do
dientele. [n light of these limitations and local political realities, it is
not surprising that most aid moves slowly (at best) out of the
pipeline and serves the interests of those who are less than needy.
Every aid project officer knows the shoricomings of these
Institutions, But everyone also knows the institutional pressures at
homa to move funds. The effort to identify an institution that can
design and implement a successful project may bring considerible
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benefits 1o the local poor; but it may not be as valuable to 3 donor
arganization secking to justify a larger budget for the next fiscal year
#s s larger-scale, quicker funding through a far less appropriate
inatitation,

If aid 5 to serve the poor, it must be applied judiciously. Its
spplication cannot be determined by the institutional imperatives of
aid donors, the debt position of commercial banks, the infrastructure
requirements of investors, or the needs of other elite interests in the
North and South, For all the rhetoric of the aid lobbyists—from the
“poorest of the poor” to *basic human needs," from "employment
generation” 1o “rural development,* from ‘interdependence® o
"private-sectar initiztive'—and for all the good intentions of other
ald supporters, development assistince can often do far more to
undermine equitable development than to foster it. Aid is not
peutral. Its impact is a funcion of the institutions that utilize it and
ihe circumstances in which they must operate. If the appropriate
ingtitutions cannot be funded or if they cannot operate freely, the
poor will generally be served best by no aid at all.

Only when the fixation on the quantity of aid disappears can
the quality of ald begin to improve. A country's developmeént
potential is only as great as the capacity of its development
instinations, and any financial assistance that is programmed without
this in mind s cesntain to have its shortcomings. Each institution has
to be judged according to its demenstrated ability to promote
equitable development. In those countries in which the goverament
i not committed to this end, capable public institutions may be
diMeaul o find.  In such cases, institutions in the non-governmental
sector usually constitute viable aiternatives, as they are more likely
o ropresent or directly work with poor communities and with
disadvantaged groups, such as poor women, within those
communities;  Although such organizations, even in consortia,
generally lack the size of public-sector institutions, their Involvement
an aid conduits can be far more productive.

Many private organizations do not, however, have such
relationships with local groups, and thus their potential roles as
Inteemedinries or facilitators are limited. In certain countries, there
are fow development institutions that legitimately and effectively
represent the interests of the poor while demonstrating a capacity 10
munage development programs,  Experienced Nartheen feld officers
ato generally able 1 determine where these capabilities ane present,
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Where instimational development is still weak, there is a significant
role that Northern organizations can—and at imes, do—sensitively
play in temporarily filling this programmatic and managerial gap
while working 1o engender the required Institutional strengths in the
host country. EuroAction ACORD, a consortium of European and
Canadian organizations, 15 an example of an Institution that has
played such a role effectively, Such interventions, however, should
be the exception ather than the rule.

Whether the appropriate development institutions are public or
private in a given country, long-lérm sustiinable development can
be fostered only if their capacities in the planning, programming,
and execution processes are continually upgraded. This is a critical
function of development assistance. Whether it be through program
aid or project financing, support provided by aid donors in amounts
and an terms compatible with the recipients' current institutional
requirements, in conjunction with appropriate forms of training and
managerial and technical assistance, can help build a strong
foundation for meaningful development.

At present, however, our aid structures do not adequately
corcespond to the necessities of Third World development
institutions.  Private and voluntary organizations (PVOS), other non-
governmental institutions (in Burope, as well as North America), and
autonomous public institutions such as the Inter-American
Foundation (IAF) and the African Development Foundation (ADF)
play the role of supporting local-level development by assisting
popular, broad-based membership organizations and other non-
governmental organizations (NGOs), As the size and needs of the
constituencies of these Third World institutions increase, however,
and a5 the capacities of these organizations to handle loans and
manage more sophisticated credit mechanisms develop, they require
access to sources of mainstream financing. With such support
generally unavailable from their governments and their commercial
banking systems, the need for measured amounts of assistance from
AID, the World Bank, gnd other major peoviders of aid is critical.
The responses of those providers, however, In redirecting their ald
have thus far been limited and disappointing, such funding being
consistently marginal rather than integral to their mainsiream
operations,

Ax long as people's organizations and intermedidry institutions
that serve them are so marginalized, the relevance of foreign
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assistance to the needs of the poor will also remain marginal,
Regardless of whether the conduit for #id is a public-sector, private-
sector or ‘social-sector” (NGO) institution, its effectiveness is
dependent upon its relationship with local-level organizations,
Project success depends on local involvement, and that is activated
and organized by local institutions, such as cooperalives, women's
groups, peasant gssociations, and community and church
organizations, It is not enough, however, that their role be confined
to project implementation. Unless these organizations are
involved—directly and through second-tier organizations that
represent them—in the design and management of the program, the
likelihood of misdirection and disillusionment is high.

In Public Pariicipation in Regional Develogpment Planning: A
Strategy for Popular Involvement, published by The Development
GAP in 1980 (see Appendix A), we pointed out that *._.problems can
arse in implementation due to the planner's Jack of understanding
ol the 'dynamics' at play at local levels. A valid understanding of
locul and regional dynamics ¢an only come about through
communication between the planner and the public® We went on
to emphasize *. the need to involve local populations, especially the
poar, in determining the nature of projecis and programs from
which they are Lo benefit

As far as the shaping of national development policy and
programming Is concerned, the absence of representative
organizations from the planning process similarly deprives that
process of its validity and virtually ensures that the interests it
ultimately serves will not be those of the poor. Consultations, in
particular, between aid donors and national governments have, as a
matter of course, excluded such representation of the poor and have
thus denled planners essential perspectives and input,

We recognize the dangers implicit in closer relationships
between the major aid institutions and Third World NGOs.
Ixtensive reporting requirements and efforts at co-optation and
control are among the problems that the lawers’ Northern
counterparts have already encountered in their own set of financial
relationships.  Yet, Southern NGOs and others involved in
development on the ground are acutely aware that relatively small-
seale funding to builld a foundation for change or simply o support
efforts at sutvival is no longer sufficient. The Impact of the large aid
Instinations on Third World policies and programs and thus on the
poor themnelves has become so profound that these institutions
must be engaged and thelr shortcomings addressod directly.
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THE NEED TO ASSUME A NEW POSTURE

The purpose of this report is to address these institutional
shortcomings and to suggest fundamental changes in our
development assistance struciures that would help foster rather than
inhibit the evolution of appropriate institutional capacily in the Third
World, These changes, in tum, require a fundamental change in the
posture of the aid community as a whole towasd the poor, which
must be reflected in a responsive approach to their organized
initiatives. Implicit in this approach is not only a genuine respect
for the capacity of the poor to manage their own development, but,
perhaps more importantly, an appreciation for their understanding
of their own circumstances, their knowledge of external constraints
and internal capabilities, their creativity and their ability to define
appropriate development paths for their immediate and wider
mmw i o

To assume this posture implies the presence of 2 strong
measure of humility, a trait found most often and most clearly in
those members of the aid community who have lived and worked
among the poor. In fact, it seems to be a rule of thumb that the less
direct and sustained contact one has had with the poor, the more
prone one is to impose solutions to their problems. New
development theories are hashed and old ones rehashed but they
rarely have any refevance to the lives of their subjects, The gap
between the realities faced by the Third World poor and the
perception of thase realities on the part of an increasing number of
aid officials and policymakers is expanding rapidly. Unless we in
the aid community are able (o recognize what we do not know and
are willing to acknowledge that the "targets® of our aid, and not we,
are the repositories of development expertise, we will experience
another fitful quarmner century marked by problems in the Third
World at least as severe as the starvation, indebtedness, refugee
stream, social polarization and political instability that now
characterize parts of the world that have already recelved so much
of our aid.

Those who perceive aid first and foremost as a tool in the
pursuit of short-term foreign policy objectives and/or U.S, economic
self-interest will likely find this treatise largely irrelevant to their
concems. ‘Those who do not shate our perception of development
#s a locally defined process of social change may find our
arguments misconceived and misdirectod.  Those who are satisfied
with aid's contribution to the well-being of the Third World poor
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may find our analysis to be unduly cynical and our recom-
mendztions superfluous. Nevertheless, we invite those inside and
outside the aid community, who are as disturbed as we are about
the inability of our development assistance o help foster meaningful
change and significantly improve the circumstances of the poor o
reflect upon our analysis and proposals and to give sesious thought
as to how they might be modified, improved, and implemented in a
manner most beneficial to the marginalized populations of the Third
World,

In preparing this book, we decided to focus on those
institutions that, if fundamental changes were made, could 1ogether
form the core of an effective development assistance structure. In
so doing, we of necessity left many institutions and programs not
central to our theme largely unaddressed. Some are touched upon
briefly in Chapter 8, Our general assessments of the regional
development banks, for example, are largely reflected in our
extensive analysis of the World Bank, but we do discuss a specific
Inter-American Development Bank program of relevance. The
Peace Corps, though not essential to the potential success of the
proposed structure, is philosophically in tune with it and could play
a well-defined supportive role. It is questionable, on the other
hand, whether the Overseas Private Investment Corporation (OPIC),
even with its development assistance mandate, can promote
development as defined in this book. The Food for Peace Program
(P.L, 480) , as it is not an institution as such, does not fit into an
institutional construct. While food aid is indeed a significant
element in our overall assistance program, we will leave its
treatment to those with far better knowledge of that field than we
possess. For similar reasons, we defer to others on the matters of
disaster reliel and refugee assistance.

It will also be noted that this book does not deal directly with
the questions of trade and debt, although they are clearly and
inextricably connected with foreign aid and the economic policies,
structures, and production that aid has engendered. Their
significance and complexities merit far more comprehensive
expositions than can be afforded them in this reatise,  Similarly, we
address anly peripherally the systemic constraints to the funda-
mental changes In aid structures prescribed in these pages, while
recognizing that they must ultimately be confronted by policymakers
Interested in fostering such changes.

Nor Is this # report abaut Third Workd development. “That is a
mory best Jeft 1o the people of the Third World o tell. Rather, it (s a
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report about aid and how it can best be used to support the
development efforts of those people. These pages are not replete
with examples of aid successes and failures commonly found in
texts on aid. Instead, we focus on the structures and characteristics
of aid organizations in an attempt to demonstrate why aid falls or
succeeds In fostering equitable development.

To this end, we do deal in depth with several institutions and
related matters. Chapter 2 explains how and why the problems
raised in this introduction have gone largely untreated by the
foreign aid community and the many official reports commissioned
to address them, In Chapter 3, the role of aid vis-3-vis development
is delineated, The intrinsic shortcomings of the Agency for
International Development are analyzed in Chapter 4, and a
proposal for an external and internal restructuring is detailed.
Chapter 5 takes an in-depth look at the two existing regional
development foundations as the potential cornerstones of a
restructured and reoriented official development assistance program,
The need to enhance the performance, independence, and
significance of the 1U.S. PVO communily within the context of aur
aid program is the subject of Chapter 6. In Chapter 7, the
shoricomings of the World Bank as a development assistance
institution are explored, and recommendations are made as to how
the Bank can become more relevant to the marginalized populations
of the Third World, Finally, in Chapter 8, we integrate these
institutions, in the roles we have prescribed for them, in a new
structure designed to promote, (n a cost-cffective manner, more
relevant, effective, and self-sustaining development throughout the
‘Third World.
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The Evolution
and Perpetuation of
_ Development Assistance

The past forty years have seen the emergence, growth, and
consolidation of a multi-billion dollar ald industry. With land-grant
unlversities, PVOs, consulting firms, and other special interests
linked legislatively and/or programmatically with the aid program;
with private companies reaping the benefits of aid-funded
Infrastructural development, investment guarantees, export credits,
and procurement contracts; and with commercial banks receiving
the cooperation of the international financial institutions amidst the
deopening debt crisis, a powerful lobby has developed for aid.

Until relatively recently, a natural self-consciousness and political
commaon sense prompted this constituency 1o publicly promote and
10 lobby for aid for the benefit of the poor rather than for self-
Inerest. In the 19808, however, even presentation has changed, to
the point where the United Nations can Issue a biweekly publication
called Development Business and unabashedly market it with the
Wdvertisoment that

Wuppliers of & wide range ol goods and services are pursuing and
winning big contracts in the developing countries—where project
funding has reached epic propoctions . |, . not just for infrastracture
wndd basic industries, but for agricultural projects, oil and gas,
Wiy development sites, water supply und sanitation systems,
oducation and health care services, To win your falr share of this
huge and highly lucrstive markes, you need rellable Information
dieet froa the source. . Thi year [19686) more than $25 billion
{0 Josnn (s progected by just the World Bank and the IDB alone.

11
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This rosy picture contrasts sharply with the message sent
recently from Mexico by the widely respected economist, Gustavo
Esteva. Having lived and worked among Mexico's poor for a
decade, Esteva wrote in 1985 that externally defined development

means o have staned on a road that others know better, 1o be on
your way towarda a goal that athers have reached, 1o race up a
one-way street, Development means the sacrifice of
environments, solidarities, traditional Interpretations and customs
to ever-changing expern advice, Development . . . for the
overwhelming majority has -Iwaya meant the progresslve
modemization of their poverty: growing ¢ b on ip e
and management. . . . Around us, for a long time, dm!opmem
has been tecogmzed 25 2 threst.  Most peasants are aware that
development has undermined their subsistence on century-old
diversified crops. Slum dwellers know that &t has made their jobs
redundant and their education inadequate. . . . Finally, the truly
marginal groups know how it feels to be pushed, inch by inch,
into the cash economy (Esteva, "Development,’ p. 78).

How have we reached this point? How is it that the development
business has expanded so lucratively through the years while the
clrcumstances of the Third World poor have deteriorated so
dramatically?

THE EARLY HISTORY OF AID

The ald industry as we know it today began as the Second World
War was coming to 2 close. A decidedly U.S. undertaking with
significant British input, the Bretton Woods conference of 1944
established the International Bank for Reconstruction and
Development as the long-term investment complement to the
International Monetary Fund, The principal function of the World
Bank, as the IBRD came to be known, was envisaged as the
facilitation of private investment in Europe and in developing
countries. Initial lending was directed toward the reconstruction of
Western Europe, while the United States began to introduce political
considerations into the Bank in effectively denying credit 1o Eastern
Furopean counteles. ‘The first loans for specific projects in the Third
World were made (o three Latin American countries in 1948 and
1949,

LS. bilateral invelvement in development has Its origing in
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socurity concerns that existed during the same historical period. By
1948, the United States had established a number of large-scale
progrums to provide support for the reconstruction of Europe and
parts of Asia. The largest of these programs, which set the
precedent for large U.S, capital transfers overseas, was the Marshall
Plan, spawned by the Economic Cooperation Act of 1948 and
Administered by the Economic Cooperation Administration (ECA).
Thin act was amended in 1950 by the Act for International
Pevelopment, which translated President Truman's Point IV
fmoposal into the creation of the Technical Cooperation
Adiministration CTCA) and a mandate *, . . 1 aid the efforts of the
peoples of economically underdeveloped areas. . .

In 1951, the Mutsal Security Act replaced the ECA and TCA with
e Mutual Security Agency (MSA) in response 1o the deterorating
politieal sltuation in the Far East. The program's economic
development component was designed to ulilize large sums of
manay to build up quickly economic structures and political
wlloglances deemed necessary to fight communism. By 1954 the
feun hiad shifted to India, Pakistan, and 2 handful of countries in
ihe Near Xast for which a total of nearly $300 million (of
Approximately 3600 million in MSA economic aid funds) was
suthorised under the act’s new Development Assistance title, The
siiphasis of the aid program, however, was still on helping to
Maintain economic and political stability and on generally
pramnting short-term U.S, foreign policy interests. Furthermore,
e International Cooperation Administration, which replaced the
MBA In 1955, and its successor, the Agency for International
Dvelapment (AID), have operated under legislation patterned afler
(e Foonomic Cooperation and Mutual Secarity Acts, despite marked
Whkngos in the international political environment.

Meunwhile, the Senate established the Special Committee to
Muddy thee Foreign Ald Program, which commissioned a study by an
MIT toam headed by Max Milliken and Walt Rostow, The main
sanclusion of the study, which was published in 1956, was that
seanomic ald, delivered through a comprehensive assistance
(ot could, If provided according to objective economic criteria,
Pomote economic growth and thus constitute 3 weapon against the
Sowlet Unlon,  Its authors' top-down development approach and
ol war fixation have undoubtedly influenced subsequent
Sogilation o this day. ‘Their hopes, however, that such a program
Winlld yleld success within twenty or thinty years, have been

maonndingly dashed.
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The application of objective economic criteria to aid
decisionmaking requires the structural and operational separation of
aid from the making of foreign policy. Yet, when in 1961 Congress
authorized the President to implement the mandates of the new
Foreign Assistance Act through & government agency, Kennedy
directed his Secretary of State to establish AID within the State
Department. In the meantime, a policy of expanded “tied aid,"
stimulated by U.S. economic problems and requiring the purchase
of U.S. goods by Third World aid recipients, directly linked U.S.
economic interests to the promotion of modernization strategies
overseas,

THE AID CONSTITUENCY

In fact, the trickle-down aid and development approach, which was
in vogue for twenty-five years following World War 11, was clearly
consistent with the interests of several economically powerful and
influental 1S, constituencies. Its underlying assumption was that
major transfers of capital and sophisticated technology would
quickly modemize the industrial sector, employ low-cost labor,
increase incomes and demand for new goods, and enable
substitution for imports while increasing exports. Industrial
production would concentrate on goods in which the country had a
comparative advantage in international trade, thereby utilizing local
raw materials and stimulating their production while increasing
incomes in that sector, as well as in industry. Cash-crop production
for export was emphasized in the agricultural sector 10 cover the
importation costs of industrialization. Foreign private investment
was encouraged as a capltal transfer mechanism and as a
contributor to the national tax base.

The demand for modern skills and substantial financial
resources inherent in this approach has made many large U.S.
corporations natural adherents, promoters, and beneficiaries of the
aid program. Aided by investment guarantees and support for Third
World infrastructural development provided by the U.S. government,
corporations have been in an enhanced position in their search for
low-cost labor, natural resources, and new markets, .S, companies
in the export sector have also been supportive of a program that has
pmo?&bed an increasing demand for fuxury, capital, and consumes
RO

In addition, mpid industrialization created a demand for eredits
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from both host-country and multinational investors. Periods of
economic stagnation at home, good returns on overseas lending,
and anticipated "underwriting® by U.S. and multilateral public
{nstitutions made this development approach particulardy atractive
1o U.S. bankers until the internal contradictions of the development
paradigm promoted by Western institutions manifested themselves
in today's Third World debt crisis.

The trickle-down approach has also been advantageous for
many U.S. universities, Their research has generally concentrated
on the problems of large-scale, capital-intensive, and advanced
technological production, both in industry and agriculture, with
which researchers in this country are familiar. Large consulting
firms, engineering firms, shippers, and producers of farm and
construction equipment have been among the many others Lo gain
from externally designed development programs.

Legislative action has formalized several of these relationships
by which our official aid program has consequently promoted the
inlerests primarily, if not exclusively, of U.S.-based constituencies
vis-4-vis those of the Third World poor. Chapter 1 of Part IIT of the
Foreign Assistance Act of 1961, which, with its subsequent
amendments, has guided U.S. foreign aid since AID was established,
has directed the President to *. , , encourage and faclitate the flow
of private investment to, and its equitable treatment in, friendly
gouniries.. Jand) to utilize wherever practicable the services of
Unhed States private enterprise . . . 1o provide the necessary skills to
davelop and operate 2 specific project or program of assistance . . !
1t has also directed AID to "encourage . . . the utilization of
engineering and professional services of United States firms , . . in
connection with capital projecis financed by funds authorized"
under the Foreign Assistance Act

Ihe Food for Peace Act of 1966 made it U.S. policy " . . to
develop and expand export markets for United States agricultural
commodites * The Overseas Private Investment Corporation was
suthorized by Congress in 1969 (Part I, Chapter 2, Title IV of the
Purelgn Assistance Acy) to *. . . mobilize and facilitate the
participation of United States private capital and skills in the
wennomic and social development of less developed friendly
Cutintrles * Under Title X11, Congress declared that ", . . the
Uiieed States should strengthen the capadities of the United States
Lasd grant and other eligible universities in program-related
apteuliul nstiational development and research. |, "

Mot tecently, Congress has reaffirmed its support for U.S,
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institutions within the context of Third World development, thereby
generaling dependencies upon, and constituencies for, the aid
program. In 1978, it authorized that up to $10 million be provided
as assistance ", | | to research and educational institutions in the
United States for the purpose of strengthening their capacity to
develop and carry out programs concemed with the economic and
social development of developing countries.® Since then, it has
authorized that significant percentages of AID monies be provided
not to non-governmental organizations (NGOs) in the Third World,
but rather to their counterparts (PVOs) in the United States. Other
legislation related (o the Trade and Development Program and
commodity import programs has been designed to assist a range of
LLS. exporters.

Serving these U.S. interests has meant, of necessity, assuming &
directive, rather than responsive, posture toward the Third World
poor and their development interests, The trickle-down approach
generally accommodated the former interests but rarely the latter,
When applied 10 Third World economies, trickle-down has been
characterized by its inability to foster equitable and self-sustaining
development in those countries that have experienced a large
increase in their GNPs through a strategy of rapid industrialization,
Unlike Europe, which possessed the human and institutional
capacities 1o absorb and effectively utilize at all Jevels of its socictics
the massive resource flows from the United States following World
War 11, most Third World governments have had to rely on a
limited, elite skill and institutional base to put to use the farge
amounts of financing arriving from the United States and multilateral
lenders. Furthermore, as most of the benefits from aid accrue to
those who control the resource flows, the relative standing of the
poor has declined as a result of this approach. Thus, dualistic
economies and socicties have often developed, leaving the majority
of the population without the resources; capabilities, or
opportunities to participate in or contribute to meaningful
development, and consequently engendering social and political
polarization and instability.

DISILLUSIONMENT WITH AID
In the late 1960s, both the .S, executive branch and the World

Bank commissioned reports on development assistance that, in their
analyses and recommendations, did not depart substantially from
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Ihe conventional aid approach. The task force appointed by
Pisidant Nixon in 1969 and headed by Rudolf Peterson echoed, in
s 1970 report, many of the viewpoints proffered two years earlier
by Iesident Johnson's General Advisory Committee on Foreign
Asslstance Policy. While the Peterson report suggested the
prumotion of popalar participation, its emphasis was on the creation
wl a0 ald Infrastructure—including the creation of a U.S.
Mieenational development bank—that could provide the capital and
Wehnlenl ussistance loans necessary o promote trade, investment,
anidl economic growth in the Third World, It also suggested a
minant role in the delivery of development assistance for
thational lending institutions (Task Force on International
ppmeant, LS. Foreign Assistance in the 1970s). Legislation

i part on the report's conclusions subsequently failed to win

la .

While the Johnson and Nixon Administrations were assessing

Wil wid policles, the World Bank's new president, Robert

Mmark, was naming his own commission, headed by former

wadian Prime Minister Lester Pearson, to *, . . study ::1‘:
seuences of wenty years of development assistance . . .

thet policies which will work bétter in the future.” The

report, issued in 1969, assessed aid not In terms of its

Mgt o the relative or absolute conditions and capabilities of the

L or on It contributions to their self-development efforts, but

on the basis of its contribution to savings, investment, and

e growth at the country level, Its recommendations

oun the expansion of aid, trade; and investment. The

ik of exports and an increased rate of capital formation

Wi, the commission suggested, enable many of the developing

SORes 10 participate in the international economy as “self-reliant

* by the end of the century (Commission on International

i, Partners in Depelopment). The inequities in the

ool of gennomic resources among these "panners"—and within

Sk country—were not addressed.

Ny this tme, in the late 1960s, there was developing in the
Lo Statos a4 goenerl disillusionment with the government's aid
Wity While special interests underwritten by development
Saslitanee sl conmituted an aid lobby, polls were showing the

Mbb'y Incroasing disenchantment with aid, The growing
lagity of the US. Involvement in Vietnam and the general
1y problems of the government added 1o the increasing

1l bills were encountering in Congress, Whether or
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not development and military assistance bilis were linked, develop-
ment aid was gradually losing its hold on many policymakers,
liberal and conservative. Echoing the misgivings of some of his
colleagues, Senator Frank Church, a member of the Foreign
Relations Committee, took to the Senate floor to lay out the reasons
for his opposition to aid in the fall of 1971, shortly before the Senate
rejected that year's foreign aid authorization bill:

1 can no konger cast my vote to prolong the bilateral aid program
a5 & is now administered, . . . [The present program Is designed
primarily to serve private business interests at the expense of the
American people. . ., The oft-asserted lament that our foreign ad
program lacks a constituency in the United States is just another of
those myths we hold dear. Actually, our bilateral aid program is
« « + the source from which foreign govemments borrow money oa
casy terms with which to buy goods and services from within the
United States. As such, i enjoys a lively constituency which exerts
steady pressure on the government to keep the program going.

"Never yet," Church pointed out, "have we considered in full
measure the possibility that the failure of aid is not technical and
administrative bul conceptual and political. . . . * Reactionary
regimes, he contended in a subsequent magazine article, “value aid
from the United States as 8 means of maintaining, not of abolishing,
inequalities of wealth and power . , . . American economic aid is
commonly used to promote indusirialization programs which
generate a high level of consumption for the privileged and linle, if
any, trickle-down benefits for the dispossessed® (Church, *Farewell
1o Foreign Aid").

This disillusionment with aid spurred two fundamentally
different reactions within the ald community. One consisted of the
Initiatives taken by proponents of a responsive U.S, approach to
participatory development, while the other was manifested by the
repackaging of the current aid approach in order to build a broader
aid constimency,

Title IX had been zdded to the Foreign Assistance Act in 1966
and represented a sharp departure from previous legistation, It
mandated that emphasis “be placed on assuring maximum
participation in the task of economic development on the part of the
people of the developing countries, through the encouragement of
democratic private and local governmental institutions.” The impuct
of this legislation was negligible, however, as AID translated the

Evolution of Dewelagpment Assistance 21

mandate into marginal programs of support for this form of
evelopment and left its other operations otherwise unchanged.

In 1969, a few individuals from Congress, the State Department,
unid nop-governmental organizations, disillusioned with the Alliance
fut Progress and AID's rejection of the principles and practices
winbodied in Title TX, drafted legislation, subsequently introduced by

ntutives Dante Fascell and Bradford Morse, to create a new
nulution independent of the exigencies of short-term foreign
policy and free of special economic interests. By 1971, the Inter-
Amenican Foundation (IAF) was in operation, providing relatively
stall amounts of money directly to poor people's organizations
{lughout latin America and the Caribbean and, in so doing,
poltiting out a new direction for U.S. development assistance.

Rocognizing the dwindling support for development assistance
Ainng U S cltizens and their ves in Washington, as well
w4 the popularity of the ideals embodied by Title IX and the IAF, the
Wil lobly pursued a different course. A responsive and supportive
Mane taken by the major aid institutions to the development
sidesvian of the Third World poor would not do much for the US.
. investors, financiers, contractors, consultants, and other

Interests underwritten by the aid program to date. Hence,
e lubly was institutionalized in the form of organizations that
oled ald with idealistic-sounding language that hid their
nee to a top-down, directive aid methodology., The “paor
Wairity,* the *poorest of the poor,” and *basic human needs’
part of a rapidly expanding ald vocabulary, but the donors
determined what those needs were and the poor remained the

’ " of their aid.

Mueal development and employment generation replaced
Industrializaton and increased savings rates as the foci of the aid

nity, but exportded growth, free trade, and the expansion of

W Investment remained the goals of the newly institationalized
Wil oy, These goals could be pursued in a "growth with equity”
Mgy o long as the ald institutions continued to define and direct
W development process and as long as growth and the distribution
Wl s benelis remained two separate functions, For this to be
sthigved, development planning, progeamming, and resource
ool biad 1o remain centralized overseas in the hands of a public-
M and private sector elite.  In this very important sense, the aid
sals emanating from the liberal think-tanks in the 19705
linde from their predecessors. ‘The poor may have had more
10 davelopment resources, but (o the extent that aid monies
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did make their way down through institutional channels) they
received those resources on the terms and for the purposes defined
by people far removed from their reality, who had their own sets of
interests,

THE RAMIFICATIONS OF NEW DIRECTIONS

Unfortunately, this is the fate ultimately met by the New Directions
legislation of the mid-1970s. Drafied and promoted in good part by
Individuals committed to enhancing poor people's control over their
own development, the Foreign Assistance Act of 1973 directed that
U.S, assistance support ¥, . . self-help efforts . . . and stimulate the
involvement of the people in the development process through the
encouragemenlt of democratic participation . . . and [appropriate]
institution building . . . . " Follow-up legislation in 1975 mandated
that * ., . greatest emphasis . . . be placed on countries and
acivities which effectively involve the poor in development . . . . "
In fact, much of Chapter 1 of Part 1 of the Foreign Assistance Act of
1961 was rewritten between 1973 and 1977 to reflect Congress's
change of focus,

In practice, however, this change was of little consequence. In
fact, it can be argued that New Directions, as applied by AID and by
the multilateral lenders who followed U.S. policy directives, had as
adverse an effect on poor communities as had larger-scale, trickle-
down assistance efforts. International agencies and their host-
country counterparts were now using aid to direct the
reorganization of community life and were doing so without the
counsel, much less the leadership, of the local residents. Not only
did this open the door to a2 range of economic and social
dislocations (e.g., the concentration of landholdings, the increased
control of activities by men Lo the exclusion of women, etc.) that
benefited local vested interests through which projects were often
Implemented, but it also made local populations vulnerable to
outside political and financial manipulation. Furthermore,
centralized decisionmaking and control has done little to foster
capacily for self-sustaining development among the poor,

Moreover, the secoral approach emphasized by New Directions
ushered in a new generation of First World expertise in health,
education, population planning, housing, rural development,
employment generation, and a range of other activities that bore a
relationship to basic needs.  Universities, PVOS, and consulting firma

b l
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iapidly developed and offered capabilities in these fields, not so
muech In response to demand from poor Third World communities
a8 lrom the aid institutions themselves. And the latter found over
Wime that they could utilize this demand to cultivate an expanding
wld constituency and, ultimately, 2 useful dependency.

In essence, New Directions was a victim of the preexisting aid
sttucture left unchanged by the new legisiation. While the
legislation addressed the objectives and functions of bilateral
Assistunce, it did little to reorganize it or to make ts directives
oporational, AID remained, like its predecessors, structured
primarily to satisfy the needs of U.S, security, those of vested
soonomic interests and, ultimately, those of its own bureaucracy,
The direet participation and expressed interests of the poor, in spite
wl sume good intentions and new rhetoric, remained operationally
Wwlatively low priorities. As long as AID remained an agency of the
NMate Department, it was virtually inevitzble that, in the midst of
diverse and sometimes conflicting objectives, the antipoverty and
long teem development concerns used to justify aid to the U.S.
public would get short shrift.

In 1977, AID's new Administrator, John Gilligan, established a
Wi force, chaired by Tony Babb, with a mandate to examine how
1 Agency should be organized to implement aid effectively and
Wilislently and to explore the organizational and personnel changes
myulied o achieve Congress' New Directions objectives, The Babb
mpon was the first publicsector study o recognize development as
4 bottomaup and participatory process and to recommend an
Witeinal reorganization, decentralization, and staffing modifications
A that AID could provide assistance appropriately. Unlike the New
Pisoctions legislation, the report made the distinction berween the
Ssectonl® and "participatory” strategies and proposed that greater
suthonity and a far lasger percentage of more culturally attuned stafl
I placed in ALD field missions,

The task force also found that * . . . in practice, the ‘voice for
development’ has too often been muted at the working level in
conlrontations between long-term development interests and short-
i palitieal exigencies.” Then, abandoning logic and choosing 10
Inore the inherent nature of this conflict among objectives, (he
Wbl report concluded * . . | that the organizational refationships
Iwiwenn State and AID . . . are generally satisfactory” and suggested
1t the best way 10 advance development concerns * ., . . is to
M closer association between AID and State . ., " (Babb,
Ehganization, Vi2-3),
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The Brookings Institule's Assessment of Development Assistance
Strategies, prepared for the State Department at the same time as the
Babb task force was completing its work for the ATD Administrator,
came to the opposite conclusion, Recognizing that the long-term
effectiveness of development assistance * ., , is apt 1o be degraded
when it overreacts to current political urgencies," Brookings
recommended that 2 Development Cooperation Agency (DCA) be
created as an independent agency reporting to the President and
replacing AID. Brookings did agree with Babb that the principal
1.8, aid agency should be decentralized in its structure and
operations (Brookings, Assessmend).

The Brookings study group was constrained, however, by its
limited experience among the Third World poor. Failing to
recognize the creative development endeavors in which the latter
are constantly engaged and the alternative conduits in the Third
Waorld through which support could be channeled to them, i could
define only two basic approaches to the alleviation of the "worst
aspects of poventy”: efforts to broaden productive employment and
the provision of basic services and commoditics. The Brookings
group prescribed no role for the poor either in defining their own
needs or in development planning, It recommended more aid
without demonstrating that the institutional capacity yet existed in
the Third World to handle it effectively. It suggested that
development be fostered in middle-income countries through
expanded trade and foreign investment, but it did not explain how
the poor would thus benefit in those economies with a sharply
akewed distribution of productive assets, Overall, despite its focus
on "the poor majority® and *basic human needs," the Brookings
report constituted a sharp contrast to the understanding and
nonpaternalistic atitude of the Babb task force and a retumn to the
conventional aid paradigm.

Meanwhile, Senator Hubert Humphrey and members of the
Senate Foreign Relations Committee staff had also been glving
thought to the reorganization of the U.S. bilateral assistance
program. Their efforts yielded legisiation in 1978 to establish the
International Development Cooperation Administration (IDCA) as
the centerpiece and coordinator of a new aid structure, The
following year, executive orders and reorganization plans emanating
from the White House made [DCA a reality, but by then it bad been
shorn of most of its power, As Brookings had proposed for 2 DCA,
IDCA was nominally independent of the State Department, but
burcaucratic tuefl battles had left it with few aid programs to

S
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wiordinate. Furthermore, AID continued to exist, within IDCA, with
virtually all its functions intact, and both institutions to this day
filntaln thelr offices inside the State Department
Por all its good intentions to divorce development assistance
froin shart-term foreign policy and o the well-being of the
puoe, the Humphrey-IDCA initiative suffered from anather
shareoming as well: like Title IX and the New Directions legisiation
Ielon it the Tnternational Development Cooperation Act failed 1o
delineate the internal restructuring and operational procedures
uired to ensure the implementation of a fundamentally different
Approach o aid and development. Aid would thus continue to be
in a top-down manner and in a form determined by
plicy priorities often unrelated to poverty,

MO OF THE SAME

hin lop-down approach also characterized the operations of the
Woild Bank during the McNamara era (1968-1981) and beyond,
MoNumura's *poverty focus” notwithstanding, the Bank continued Its
Ieuvy invesiment in large-scale infrastructure development and, to
e eatent that it did finance poverty-related projects, often
susinibated local inequities by failing to consult first with local
Walidents and integrate them into project planning. Yet, virtually
sty official study, from Pearson to Brookings, recommended that
4 slgnificantly larger portion of U.S. aid be channeled through
slilateral institutions.  Clearly, this strategy, to the considerable
Salont 1o which it has been implemented, has shielded our aid
m from some of the vagaries of U.S. politics. At the same
e, however, it has dramatically reduced the capacity for
Aepilntive oversight and the aid program's accountability in general.
Multllateral ald also received a plug from the Independent
Lummision on International Development Issues, chaired by Willy
Wiandl The Brandt Report, published and presented to the
Sy General of the United Nations in 1980, recommended an

 seport also advocated liberalized trade and investment

(dependent Commission, North-Soush). ‘The Commission failed,

1, t0 address, much less demonstrate, how these increased
eatuioes would indeed reach and assist the poor, who would
them lor whose benefit, twhy government-to-government aid

)
|
J
|




26 Add for fust Development

arrangements should be expected to reduce poverty where they
rarely had before, and why free-market forces would not
concentrate investments in those countries in which governments
suppressed labor unions and wages. Funthermore, the Commission
did not investigate the relationship between aid and the
deteriorating circumstances of the Third World poor over the
previous generation, By avoiding these tough questions, the Brandt
Commission, like the several prestigious commissions before it, did
more ta promote the well-being of the aid community than the well-
being of those whom aid was supposed to assist.

It was not only commissions that had ignored these fundamental
issues. By and large, aid officials and policymakers proved
unwilling or unable to translate congressional mandates, such as
Title IX and New Directions, into dynamic support programs for the
development efforts of poor people overseas. With the notable
exception of the Inter-American Foundation, few public-sector
programs recognized popular organizations as the engines of
development and relinquished (o them control and direction of local
economic activity. None included these representative organizations
in national and regional-leve! development planning and peogram-
ming, despite the fact that they are usually the only dependable
sources of information about local-level needs, priorities, and capa-
bilities. The creation and distribution of wealth, moreover,
remained for the most part separate functions during this period,
and thus aid continued, for all the rhetoric 1o the contrary, to contri-
bute first and foremost 1o the well-being of the already well-to-do.

When conservatives assumed control of the White House in the
1980s, they also assumed control of an oversized, overly centralized,
and inefficient aid bureaucracy, which had channeled billions of
dollars through public-sector counterpant institutions It had helped
to create throughout the Third World, With little self-sustaining
development, as well as increased poverty and political and
economic instability left in its wake, the liberal approach was open
to criticism from the right,

The Heritage Foundation articulated this position constructively
in a 1984 paper, It urged the United States to promote self-
sufficiency overseas rather than *foster permanent dependency or
create temporacy institutions that collapse once American money s
withdrawn," It lamented the invelvement of the State Department
and foreign policy concerns in the determination of 1.8, assistance
levels, as well as the fact that *. . . much of AID's attention has been
focused on subsidizing 115, businesses® [t noted that *. . many

N

Evolution of Development Assistance 27

Ubsarvers, including Congressmen serving on appropriations
Loiimiees, tend to judge the success and failure of AID effonis by
e amount of dollars flowing overseas. Thus, the agency is
suntinually pushed to send more money abroad,* The Heritage
Poundation concluded that "money should not be proposed,

lated, and spent il previous outlays have achieved little or
whing, or have even been counterproductive” (Butler et al.,
AManiddate for Leadership I, pp. 370-372).

The Reagan Administration has, of course, been as guilty of
(hese transgressions as previous administrations, Indeed, the
Administration resisted the sharp cuts made in the FY 1987 aid
budget by disillusioned and deficit-conscious liberals, While
deywlopment and humanitarian assistance as a share of all foreign
Wil weonomic and military, fell from approximately 50 percent 1o
siler 40 percent during Reagan's fiest term, the total amount of

ald almost doubled during that period. Furthermore, as
i AID Administrator M. Peter McPherson stressed in his March
1984 address to AID employees, AID continues to strengthen its
Wwlitionship with the State Depariment, broaden and deepen its
wlations with U.S. universities, and draw upon the *. . . expertise
svailable within U.S. business firms," while utilizing its Trade and
Livelopiment Program 1o promote large-scale development through
e (nvolvement of US, industry (McPherson, "Message™).

The lteagan Administration's commitment to the private sector in
Weveliapenent and in its development assistance program-—manifested
1 ALY policy directives, its large-scale private-sector initiatives, and

s Nureau for Private Enterprise—is particularly striking in its
fndumental conflict with the language, intent, and spirit of the New
Dlwctions legislation. Lacking the institutional autonomy that
Congioss bestowed upon the Inter-American Foundation, AID has
sanlly been diverted from its congressional mandate and has
sined openly to a trickke-down methodology, which concentrates
waources (o the hands of a relatively fesv well-to-do organizations
Aol individuals in the private sector.

‘Ihe promotion of private-sector involvement in development
Wik also o recommendation of the fatest official aid report, prepared
0 1A for the Secretary of State by the Commission on Security and
Poanomie Assistance, beaded by Frank Caruca. The Commission's
principal propesal, however, was the consolidation of most
seonomie and military ussistance programs under a new agency,
Which would report 1o the Secretary of State. In viewing economic

eenlopment * - as the basis for meeting and forestalling threats to




28 Aid for fust Development

security" and translating its belief in "the complementarity of
economic and military assistance” into a proposal for an Institutional
union, the Caducd Commission wanted 1o return foreign aid to the
structure of the Mutual Security Agency in the early 1950s
(Commission on Security and Economic Assistance, Reporf).

The Commission also advocated the use of the Economic
Support Pund (ESF) to further U.S. political and commercial
objectives, The flexibility and usefulness of the Fund was
recognized early on by the Reagan Administration and has since
expanded far more rapidly than has funding for development
assistance.  Security Supponing Assistance had been retitled ESF by
Congress in 1978, but it remained part of the International Security
Assistance Act, and its application for development purposes has
remained limited to this day. In 1980, the International Security and
Development Cooperation Act combined military assistance, ESF,
and development assistance legislatively, and contained security-
oriented language that set the tone for foreign aid in this decade.

‘The 1980s have seen the occasional anomaly In the aid program,
but these efforts 10 address the fundamental problems and inequities
in the Third World have thus far had but a masginal impact. The
Reagan Administration was unsuccessful in its effort (o prevent the
establishment of the African Development Foundation (ADF), but
the ADF and its Latin America counterpart, the IAF, remain, as
funders of participatory development initiatives, aberrations in the
official aid field. The "Targeted Aid Amendment," which directed
the President in FY 1983 to use not less than 40 percent of
development assistance funds to *. . , expeditiously and directly
benefit those living in absolute poverty," was well intentioned but
lacked legislative teeth, as it simply called upon the AID
Administrator to certify the Administration's compliance with the

provision, which he subsequently did.

LESSONS LEARNED FROM HISTORY

So aid, in effect, has come full circle without having addressed in
any significant way the fundamenial causes of poverty or the
profound inequities in wealth that exist in much of the Third World.
To the contrary, there has been no period during the forty-year
history of U.S. economic assistance to the Third World when the
vast majority of that aid has bypassed the privileged members of
those societies. It is hardly surprising, therefore, that these funds
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Jave beon used primarily to advance the economic and political

Ainiests of thelr relatively small elite, as well as counterpart interests
10 (e United States, 1n this regard, there has been little difference

s (e way that liberals and conservatives have managed the foreign
W pince World War 11
s unfortunate history offers important lessons 1o be
sunsldered in the establishment of a new development assistance
wm:waumlhalbetwrmlhcimemofmepoum
hird World.

1. Most policymakers see aid as a vehicle for promoting short-
ferm LS. economic and foreign policy interests.

2 Tied ald has linked US, economic interests directly to the
promotion of modernization strategies overseas.

A Many other special interesis have been served by U.S.
farelgn aid legislation at the expense of the poor.

4. Serving these interests has necessarily meant taking 2
directive, top-down approach rather than a responsive
pasture wward the poor.

4 Theso same interests form an aid constituency that make
fundamental changes in the legistation difficult.

. Ald (s all wo often used to maintain inequalities of wealth
and pawer, as the already well-to-do have controtled
source flows, allowing relatively few of the aid benefits to
Aecroe o the poor,

7. Ald has been assessed oo commonly in terms of the
contibutions it makes to improvements at the country level,
Including increased economic growth, rather than in terms
of s impact on the conditions, capabilities, and self-
development efforts of the poor.

§ AID's malnstream operations have rarely reflected congres-
plonal mandates to involve and assist the poor directly.

9 The ald lobby has employed idealistic-sounding language,
which hides its adherence to a top-down, directive aid
methodology, n order to attract well-intentioned supporters
and move aid bills through Congress.

10, New Directions legislation has had little effect, as the poor
have continued to receive aid on the terms and for the
purposes defined by outsiders,

11 Dechlonmaking and control remained centralized under
New Directions, both In the North and in Ineffectual Third
World bureaucracies, thereby doing little to foster a capacity




30 Aid for Just Developmen: Evolution of Development Assistance

for self-sustaining development. 115, contribution to [multilateral development agencies] |s spent
12. The sectoral approach emphasized by New Directions has on Amorican goods. The benefits from foreign aid are shared

throughout the nation. Businesses, research centers or universities
gcnm:sianev;vw:veofﬂmWoddupmheandlhusa g A ; s in 1985,

. ctl did 1i reorganize and decentralize AID .
13 ::’u?“e . °':m lm!c:w ot e s 1 light of the advantages that aid has brought special interests
e posn I 10 the United States, it is not surprising that cormuption in the use of
14, pml!!!ku gis.huon creating IDCA also failed 1o delineate the Wil monies is rife in the Third World. Host-country nationals

witness firsthand the large expenditures made on US. and other
Nurthern contractors and consultanis in the name of development,
Wik they observe the comfortable lifestyles of foreign aid officials in
S ol B sty o o, o B e
& l’:‘ve received an increasing share of U.S. aid resources, 0 countecpart 5 ios and in U.S. aid a ves. Seeing
b DS Shilt foegnd siktiatetal 8id-hes teuosd. the capachy fhn comfons that aid buys its providers, It is understandable that its
for legislative oversight and the aid program's accountability piood might have simil P uuons
17 Wh:l- not recognized popular organizations as the Jukt ax problematic is the effect relatively high incomes have on
.enslnes of development, nor has it included these (I} :M personnel. Management and staff of public-sector,
representative organizations in development planning or :’t:l:‘l;l:s&l..;n:“n:ny ';,10;\'80"3:‘:"":‘":;': :;g ’::;:r::ls :::;:
Programming, iderably highe . =
18. The quantity of aid has 0o ofien been given greater mgll‘(‘::‘:)f‘;vo(::ft?qlt‘l::s: :lﬁi::‘::?z et:::ﬂy(:‘:‘;
i "‘;"“:p q“‘“":l;‘dl;"” ST ERMbile, committed, ficd-cxperienced Individuals can be recruited
: opes plemen ; It considerably lower vet still respectable compensation. High
mandate has led to disillusionment with aid as an Blirios have, a5 a rule, fostered more tnterest in job security and
antipoverty tool, 4 : ¥
20, Congress has allowed AID (o promote a private-sectos, E:Wpuwu"t::\“gl“:lz‘c m:dl::::,‘h&::“h;: J;dmblh clement fn
trickle-down approach to d_cvclopmcn(, despite its sharp BV ahahlod most aid 1R luvcuham dm'm‘e:
SR SO AP R R OOL SR aifect all 100 ofien of isolating aid officials from the people and the
The relegation by major aid institutions of the interests of the eiied they mus understand in order 1o do their jobs cflectively,

_. Il there is 1o be & change in the mode of delivery of
mdtz;nb:ft:‘n:ou m:dsh:ni:: :leaﬂymmoth!i?xn “o L:smmu;ezlﬁ% dsvelopment wid, there must be sustained contact between aid

Wlculs and grassroots development organizations. This is the level
3 wh.l'
:.I'DY';‘;'??““[' m‘m z;u;:‘:;' ABlect: Fomigr algy sink W which genuine development takes place, and these are the

~ MANIsations that require support to make it happen. Awareness,

2 sound investment that benefits both Amesicans and the people - Wileistanding, and sensitivity are imperative on the part of aid
of developing countries. To make certain this Investment pays ‘;wmnel I grassroows organtzations are to receive the appropriate
off, programs are carefully plasned and carried out by experta and amounts of backing at the appropriate moments in their
who know what works and what doesn't. Most of the talent and Seolution, so they can grow, thrive, and promote the interests of
tools needed in an ambitious forelgn assistance program come Wl membens and constituencies with increasing effectiveness.

from American business and Industry, That's why 70 percent of
the money appropriated for direct, or bilateral, U.S, ussistance is
spent here, not overseas. |, In addition . . fully one-half of the

internal restructuring required and did not provide either
IDCA or AID with the degree of autonomy required.
15. Despite the fact that the multilateral institutions have proven

S




THREE

The Aid-Development
Connection

fince the provision of assistance is bat one element in what should
be o locally initiated process of development, no valid analysis of
Anslstance programs can be carried out without continual reference
1o development in the field. The relationship between aid and
devolopment can usefully be expressed by delineating the principal
siages of both the development and development assistance
pirocesses, matching these distinct stages in parallel fashion, and
demonstrating the interrelationship between the field process and
the assistance process at each stage. It Is on the basis of this
understanding and analytical structure that criteria can be
established for Judging the effectiveness of a development aid

m
Within this fraimework, the development process may be viewed
wh consisting of three distinct parts or stages:

1. The identification and articulation of needs 1o be met and the
lormulation of plans to meet such needs

4 The implementation or execution of projects and programs to
[ulfill these needs

A A learning process through which participants acquire
knowledge, understanding, and specific skills which can be
wied 1o further their own development

These functions have their counterpirts in the following aspects

»
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of the development assistance process:

1. The identification and selecion of programs and projects
to s:’ppon. whereby the denor responds to expressed
nee

2, The delivery of assistance, whereby aid is provided for
the implementation of projects

3. The evaluation of projects, whereby the donor agency
seeks 10 determine the effectiveness of both the projects
it supports and its own methods of supporting them

This correspondence in function may be simply presented as
failows:

DEVELOPMENT PROCESS DEVELOPMENT ASSISTANCE PROCESS
(Field) (Donor Agency)

Needs Articulation and Project Identification and Selection
Project Planning

Project Implementation Delivery of Assistance
Leaming Process Evaluation

PROJECT IDENTIFICATION AND SELECTION VIS-A-VIS
BENEFICIARY NEEDS ARTICULATION

Development is essentially a problem-solving process whereby
unmet needs represent problems that must be identified, articulated,
and then solved. Planning to meei needs is, simply put, the
outlining of a solution to peoblems, The proper identification and
articulation of needs, along with an appropriately formulated
response with assistance to meet such needs, thus constitutes the
most basic and important step of the development process.
Misjudgments made at this stage (e.g,, in assessing needs, selecting
appropriate projects and policies, and determining means of
support) are usually uncorrectable. This process must generale an
enhanced Institutional capadity (0 promote change If development (s
to become self-sustaining.

Local commitment is perhaps the most essential factor in the
fostering of self-sustaining development.  Authentic commitment is,
in tumn, most appropriately fostered through meaningful partic:
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Ipation, since the most appropriate solutions to problems will arise
from, and be best implemented by, those most directly affected by
the problems at hand, Effective and meaningful participation in
development begins with the articulation of needs by intended
beneficiaries and requires their ultimate control over the process of
planning to meet such needs. This point Is essential, because, in
practical terms, participant control guarantees the presence of a
number of factors crucial to success. These include a local
commitment to the long-term goals of the project itself, an
appropriate *fit" or adaptation of economic and technical
Innovations, an appropriate (self-determined) distribution of
peonomic and sodal benefits, a broad-based sharing of formal and
infarmal project-related learning experiences, and reduced
administrative costs through decentralization and local-level skill
development.

Development assistance programs and organizations may
thesefore be judged effective to the extent that they:

1. Focus upon the promotion of programs and profects that
vlearly demonstrate central elements of beneficlary participation in,
und direction of, development processes. These processes would
inchide the Identification of needs to be met, the establishment of
methodologies by which to meet expressed needs, and the
Implementation of projects themselves, In accordance with this
ellarian, projects supported by foreign assistance organizations
should, first of all, display concrete and democratic participatory
mechanisma, Hence, project selection criteria of a technical nature,
hough imponant, would not be the primary consideration in the
choice of projects o support

2. Approach the idemtification of profects in a responstve rather
than initiatory manmner. In this perspective, once the element of
purticipation is verified the actual expression of needs to be fulfilled
and the means of fulfilling them would remain primarily the
tonponsibility of the beneficiaries and not that of development
ansistance organizations.  Aid agencies would therefore be expected
{0 pluy anly a minimal role in identifying and designing projects.
Their most appropriate posture would instead be one of
reponiing 1o roquests for assistance from indigenous organizations
wied Instiations.

A Institutionalize direct condact by aid program officials with
Tocal fovel and intermediary organizations 1o verily participatory
mechanivns und directly assist in assessing noeds:
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Increasingly, the overly centralized and inflexible patterns of
modernization—reinforced in the Third World by conventional
development assistance programming and private investment-—have
served to limit the options of the *poor majorities" to either
negotiating their survival in the "modern sphere” or remaining
desperately poor. Being ill-equipped to compete successfully for
the material benefit of a modemization process insufficlent in its
scope 1o support their growing numbers, and being severely limited
in their access 1o productive resources, the world's poor face a
dilemma of Increasingly critical proportions. A central challenge in
the field of development assistance must therefore involve the
expansion of options to this segment of the world’s population so as
to provide the poor the real possibility of satisfying their needs
through a self-initiated process,

There are two major strategies by which this challenge can be
successfully translated into action. The first involves the inflzencing
of policy decisions in the Third World so as to foster greater social
and economic equity, The second involves direct support to
projects and institutions that inherently promote social and
economic change. Given that external assistance is but one factor In
the development process, résources must be allocated in 2 manner
that complements policy and programmatic activity in the Third
m in support of broader soclal, economic, and institutional

Development assistance programs and organizations may
therefore be judged effective 1o the extent that they:

1. Assist profects which, in turn, form a pattern in suppont of
broader, structural changes beyond the parameters of the particular
projects themselves. In this sense, assisted projects would in large
mezsure address broader issues such as income distribution;
continued access 10 resources by the marginal populations;
increased learning, confidence, and self-esteem among beneficiaries;
and the ongoing institutionalization of paricipation by the poor in
decisions that affect their lives, This consideration should become
an integral part of project-selection policies, as isolated endeavors
receiving limited assistance cannot be expected to have an impact
on entire social and economic systems,

2. Support innovative, pariicipatory profects that have method-
ologtes that can be transferred, through natural communicative
processes, 1o other development seitings. Given the limited potential
Impact of direct project support, this type of replicability provides

A

Atd-Development Conneclion 37

the most efficient and effective multiplier factor in expanding
development options and opportunities 2among the poor in the Third
World.

8. Condition the provision of assistance o large intermediary
institutions, including ceniral government agencies, upon the
willingness of these entities to promate broad and systematically
muitable development policies and programs, Adherence to this
ariterion would require 3 commitment on the part of governments to
strengthen or establish mechanisms through which the "poor
majorities® could affect decisions related 1o their own needs.
Popular organizations, as they possess a firsi-hand knowledge of the
loeal reality, would be expected to participate in national
development policymaking and programming (See Appendix A).

4. Support the emergence of locally organized and controlled
dovelopment tnstitutions throughout the Third World, More than a
gencration of experience has demonstrated the inefficiency and
Ihelfectiveness of most large national and international intermediary
urganizations in promoting self-development endeavars at the local
level. Continved, long-term reliance upon such intermediaries may,
i they remain fundamentally and structurally unchanged, be
wounterproductive for marginal populations as they pursue the goals
ol seli-directed development. At the same time, locally controlled
development organizations may represent the only feasible means
through which the poor can effectively plan and initiate their own
development processes,

The diverse tequirements of projects signal the need for
maximum flexibility in assistance programming. The successful
Implementation of such programs invalves the decentralization of
he delivery of our assistance in order to reach numerous self-
development endeavors and institutions and to respond effectively
{0 the expression of diverse human needs. Decentralization is
further impelled by the fact that the needs of these local
panticipatory development endeavors vary greatly according to
toglon, culture, project type, relative level of sophistication, and
physical environment.

Development assistance programs and organlzations may
therefore be judged effective to the extent that they:

1. Reltably analyze projects and profect backgrounds in each
cae 1o determine the project's potential to meot the distinct needs
of both the pantieular region and the project beneficiaeles.  Such
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analyses would include specific reference 1o such factors as:

(a) The participatory mechanisms of the organization or
project in question

(b) The institutional linkages with the broader socio-
economic system enjoyed by that institution, particularly in
terms of its real or potential authority to leverage increased
access to necessary resources at the international, national, or
regional level

(¢) The feasibility of the technical and organizational
aspects of the project, in terms of the sociocultural
(ethnographic) orientation of the people w be involved

(d) Its potential for achieving self-reliance and self-
sustainment

{e) Its potential for promoting self-learning among
participants

(f) Its ecological soundness, in relation to the immediate
ecosystem
2. Render a thorough account of distinct program factors that

may have a negative tmpact upom local populations as a result of -
planned endeavors. Such impact analyses would specifically
include assessments of:

(@) Possible economic and social dislocations {e.g.,
displacement of traditional jobs and industries by new economic
activity, the destruction of homes and traditional agricultural
lands by urban and rural construction projects, etc.)

(b) The possible concentration of land hoidings brought
about by the effect of new infrastructural projects on land value,
speculation, and taxation

(c) The possible exacerbation of imbalances in wealth and
power within traditional communities through channeling funds
to narrowly based endeavors

(d) The possible intensification of control by decision-
makers related to development activities, particularly those in
which women are primarily engaged

(e) Other possible damage to the local community,
cultural, and environmental fabrics
3. Assign field staff who are well experienced al the community

level tn the Third World to identify and assess requests for suppart.
Often the most crucial factors in assessing local endeavors must be
discerned intuitively rather than intellectually, Such factors would
include, for example, the true level of commitment (o the project
within the community, the degree of representativeness of the

N
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nrganization, and the quality of project leadership. The assessment
of such factors is an experiential and not an academic exercise,
Thia criterion emphasizes on-the-ground experience, rather than
wehnical and academic training, as the primary credential of those
Involved in project identification and selection.

A, Wilize decentralized dscisionmaking processes in profect
wlection. Given the specificity of factors, details and, consequently,
the assessment of participatory projects, centralized decisionmaking,
e removed from the field, runs the risk of unreliability. Thus,
decinlons regarding project support ase best made as close to the
Immediate setting as possible and by competent and experienced
sall 10 whom sufficient authority is delegated, It also follows that
the overall structure of our development assistance agencies would
display messures of decentralization congruent with the specific
aasistance requirements In all stages of the development assistance

process.

THL DELIVERY OF ASSISTANCE VIS-A-VIS
PROJECT IMPLEMENTATION

Sell-development should, of course, be self-implemented. During
most of our aid history, projects receiving our aid have been
spplied with relatively high levels of capital and techaical and
personnel assistance, Basic responsibility for the implemen-
tion—and eventual success—aof projects has been seen 1o rest
mare with donor and intermediary entities than with the panticipants
themaselves. While shortderm technical and econamic success has,
Al Umes, been achleved, these successes have not been maiched by
the inherent adaptation and diffusion of economic and technical
innavations by and among local populations that are required for
long-term self-sustainment. Furthermore, sustained personal
commitments to what are essentially foreign phenomena have not
I fonhcoming

As noted eadier, If self-sustained betterment in the quality of life
among those most in need is the legitimate goal of development,
olfoctive development assistance is more essentially a matter of
(uality thun quantity. That i to say that the manner in which the
pasential factors of development are transferred and then accepted
anid adapted by beneficiaries [y as significant 10 success as the
tanafer itsell.  Rather than the imposition of Western-styled
modernleation upon traditional societies, this means the sensitive




40 Add for Just Development

extension of suppart to Third World populatons in their attempts to
build development upon the traditional social and economic
strengths they inherently possess,

Development assistance programs and organizations may
therefore be judged effective to the extent that they:

1. Delfver assisiance on a *hands-off* basis that appropriately
complements ongoing or emerging self-development endeavors in
the field. In this perspective, assistance is nondirective and
delivered in response to specific requests from Jocal development
endeavors, rather than being Initiated by development assistance
agencies. Accordingly, the assumption of any role central to a
determination of the outcome of assisted projects would not be
consistent with this criterion,

2, Channel assistance directly to the poor through democratic
development institutions whose roots extend into the local
community fabric. Since assisting self-development through
centralized mechanisms has limited sustaining potential,
development financing should favor local-level endeavors, rather
than indirect, large-scale programs and projects. Thus, greater
numbers of smaller grants and loans should replace larger, less
numerous capital outlays.

3. Assist local groups in gafning the resources and leverage
necessary to control thelr oun development processes. The fostering
of local self-reliant development can break dependency
relationships, including reliance upon foreign capital assistance,

Assistance being provided directly to self-development efforts
with catalytic intent must be appropriately suited to specific local
settings and projects. This entails correct determinations of the
types of assistance to be provided, the appropriate levels or
amounts of assistance extended, and the timing of the delivery of
such assistance.

Emerging development endeavors and institutions, for example,
do not usually require large amounts of financial assistance, but they
do need it quickly and in proper combination with other inputs if
they are o survive and grow. In all cases, ovenfunding of projects is
& constant problem, since the over-availability of external resources
can quickly sap continued commitment to self-reliance at the local
level and alter the relationship between the institution and lts

Development assistance programs and organizations may
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therefore be judged effective to the extent that they:

1. Exhibit sufficient flexibility, in terms of both structure and
Jfunction, to reach numerous and diverse local development
endeavors quickly and with apprapriate types of assistance. The
decentralization of assistance processes will not, in and of
themselves, increase development options among marginal
populations unless smaller, more adaptable packages of assistance
van be delivered befare self-initiated endeavors wither and die due
10 luck of support.  The delivery of such support requires the ready
avadlability of a diverse arsenal of financial, technical, and other
assistance mechanisms. Most importantly, this criterion would
fequire that these mechanisms be utilized in response to specifically
determined needs and not in an inflexible, preprogrammed or
preplanned manner,

2. Extend financial support at levels that reflect, in all cases, a
rellable determination of the absorptive capacity of the profect or
(natitution in question. Often, viable participatory organizations at
the regional or community level in the Third World lose vital
democratic characteristics through overly accelerated growth and
tochnical diversification beyond the grasp of local participants.
Extornal assistance should complement ongoing activities without
iverwhelming them with financial or technical support,

4. Base the provision of assisiance upon a reltable determin-
atlon that (@) local resources are being mobilized to the maximum
axient possible in support of the profect or program in question and
that () such resources are not in fact sufficient to provide fully for
the execution of the endeavor. An examination of assisted ventures
should reveal significant matching contributions—either material or
“In-kind*—on the part of local participants, This determination
should also take into account national resources external to the
project or community in question but necessary to the sustainment
of that project. It would follow, 25 well, that development
assistance help provide the means by which project participants can
Jain access o other necessary financial and technical resources and
snrvices,

Although the provision of nonfinancial assistance, particulardy in
the areas of management and technical training, remains crucial to
the process of self-development, a reconsideration of the purposes
for which, and methods by which, thase types of assistance are
proffered is required. Technical assistance In the conventional aid
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framework has usually been taken to mean the exportation of
technical information, hardware, and personnel to the Third World,
The direct results of this export process have usually proven to be
not only short-lived, but also disruplive in many cases, especially in
those involving traditional populations. Technical assistance Is far
more appropeiate when it emphasizes the building upon, rather than
substituting for, local skills and resources. It therefore follows that
the main thrust of technical assistance must be one that comple-
ments inherent technical capacities.

Development assistance programs and organizations may
therefore be judged effective to the extent that they:

1. Place the responsibility for the planning, control, and
execution of the technical aspects of development squarely in the
hands of beneficiaries, Where external technical assistance is
required, participants are in the best position to assess and select its
most appropriate source, either locally, if at all possible, or
externally. Accordingly, assistance in this area would remain
responsive to technological requirements as expressed by project
participants, supplying information and offering techaological
options upon request.

2. Plan and deliver technical assistance —including the
introduction of technological innovations at the local level—in a
manner which is both complementary of, and congruent with,
culiural, economic, organizational, and technological factors in
place at the local level. Assistance in this regard should thus be
specifically designed to complement and build upon existing
knowledge, resources, and technologies. The provision of technical
assistance, therefore, should not constitute a process in which local,
especially traditional, communities are encouraged or required to
accept technologies not direatly adaptable to prevailing social and
economic activities, Such planning and analyses should also
thoroughly address the possible negative impacts made upon the
communities in question by the introduction of inappropriate
technologies.

3. Assign directly to development projecls, upon
request, technical or managerial advisors who are gualified both
technically and interculturally. ‘That is, such personnel, while being
technically competent, should also exhibit skilly and experience in
local languages and cultures as some Indication of sensitivity and
respect for the people involved in assisted projects.  Experience in
the Third World has demonstrated cleatly that sensitivity and
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commitment—though difficult to assess—are critically important in
fontering self-enablement among developing populations through
non directive assistance,

FIROGRAM AND PROJECT EVALUATION VIS-A-VIS
1111l LEARNING PROCESS

While the necessary and important processes of learning on the parn
ol participants in development, on the one hand, and project and
program evaluation on the pant of donor agencies, on the other, are
similar in logic and function, little attempt has been made to relate
the two. Conventional leamning and evaluation by Northern
duvelopmentalists have emphasized the analysis of inputs, outputs,
sl gross economic indicators through the utilization of lengthy and
pxpensive ex post facto, hypothesis-testing techniques. The
complexity of this process has precluded 2 high degree of
inyolvement by project participants in both the selection of
ovaludtive criteria and in the implementation of the learning process
Jwell. This situation has engendered considerable chagrin among
many Third World developmentalists, who increasingly complain
thit the learning process in the development field is principally 2
means of putting mare books on Nosthern shelves,

While consideration of project output remains important, a valid
understanding of self-development impels the examination of the
process which lies between inputs and outputs—that is, the
Wynamics and self-generating factors of development itself. Since
dovelopment is a human process, new knowledge and under-
standing of ity dynamics must be based upon the experience of
those most directly involved. Thus, the meaningful participation of
Intended beneficiaries in self-leaming and evaluative processes is of
cuclsl impontance both to their own development process and to
eaternal attempts to undesstand that process and more effectively
suppor it,

Dovelopment assistance programs and organizations may
theeelom be judged effective 1o the extent that they:

| Incorporate partictpant learning processes as integral and
vontinuous components of assisted projects at each of their
Moges - from the identification and articulation of needs to project
hnniog and implementation, Learning mechanisms should be
specifically designed und adapted 1o local situstions and projects,
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but in a consistent, simple, and logical manner. For example, an
evaluative system could simply be based upon the meeting of
project objectives that have been articulated by the participants in
the planning process. Basically, such a leaming process could be
established upon the following questions; Are we accomplishing
what we set out to do? What factors—both internal and external 1o
the project itself—would seem to account for this?

2, Carry cut research and evaluation activities which proceed
Jrom and are based upon the learning experiences of project
participants in the field. This would apply to efforts undertaken by
the agencies to determine their own effectiveness in delivering
assistance, as well as to attempts to further understand the essentials
of the development process,

3. Support the establishment of direct and continued contact
between researchers, program and profect participants, and other
developmentaliists in the South and North, This would serve to
fucilitate & two-way beaming process and enrich the quality of both
Third World development policies and programs and development
Assistance programming.

INSTITUTIONAL LINKAGES

Development assistance, in the appropriate form and magnitude and
at the appropriate time, is often critical to the successful completion
of the development project cyde. Iis misapplication, on the other
hand, can undermine ongoing development efforts or, at the very
Jeast, undercut local control over them and thus leave behind no
capacity for generating change, In such cases, which arise all too
frequently, no aid is again the preferable option.

This is true not only of the relationship between the processes
of development and aid but between the sets of institutions which
carty them out, as well, With the support of small Northern donor
organizations, some of the many grassroots initiatives taken in the
Third Waorld have developed into ongoing organized efforts.  Some
of these unfortunately lose their sense of original purpose and their.
elfectiveness because of overfunding or excessive control by their
Northern counterparts; other incipient organizations never become
more than extensions of these Northern aid institutions, with their
roots far from penetrating local reality,

Some, however, do evolve, with or without foreign support,
into matuee organizgations, which serve as important vehicles for
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community organizations, women's groups, church organizations,
precooperatives, peasant groups, and other people's organizations
ollon serve as models that are replicated in other communities.
Through the federation of some of these organizations and the
emergence of new organizations to service others, a critically
important institutional capacity has developed over the past
generation at sub-pational and national levels throughout the Third
World—in some areas more rapidly and extensively than in otherss,

What characterizes the significant and successful intermediary
ganizations is the capacity not only to provide services needed by
Jrussroots groups but also to induce social change. This is
aocomplished by bypassing local elites and working directly with
the poor, and by serving as a conduit of expression for the latter in
Lommunications with policymakers. Examples of such intermediary
orpanizations include:

* BRAC (Bangladesh Rural Advancement Commintee), a Dhaka-
based organization focusing on intergrated rural development
and community self-reliance, which has established nation-
wide health and banking systems and which lobbies on
behalf of the poor with government

* MDA (Manicaland Development Assodiation), a Zimbabwean
reglonal development program, whose board is elected by
the people of the region and which promotes the economic
development of former tribal trust lands through the
provision of support in the areas of food production, irriga-
tion, marketing, and price negotiation

* Maison Familiale, a nation-wide Senegalese intermediary

viganization whose member groups elect and control the

bourd and receive assistance in project management, book-
keeping, food production, water supply, preventive health,
und related educational and i activities

CIDIAG (Centro de Investigacién y Desarrollo Integral de

Autogestion), & Peruvian service organization with grassroots

people serving on the board, which provides technical and

managerial assistance to large and small self-managed enter-
prises and manages integrated rural development programs

WAND (Women and Development Unit of the Extra-Mural

Department of the University of the West Indies), a Barbados-

based center for coordinating and promoting women's

Wctivites In the Caribbean and [or promoting the interests of

women In nationsl development planning, which has
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strengthened women's organizations through training in
community organization and assistance in project

development

These arganizations and many others like them have emerged
from, or responded to, local-levet reality and are considered
legitimate by those they claim to represent. Their credibility, in the
North as well as in the South, emanates from this legitimacy and
representativeness and from their proven ability to provide extensive
assistance and to foster change, often in difficult environments.

While much of this capadity is, indeed, non-governmental, some
of the constructive response (0 grassroois organized activity has
come from public institutions, as well. More often than not, this
governmental involvement is to be found among municipal and
provincial authorities, but enlightened national agencies in some
countries have also recognized that public programs cannot be
effectively planned and implemented without ongoing relationships
with local organizations. It is often more practical, however, for
public agencies to deal with second-tier organizations in the non-
governmental sector than to try 10 work directly with many
Rrassrools groups.

Unfortunately, these second-tier organizations have generally
found both govemment and the commercial banking sector in their
countries unresponsive (o their néed for resources, The expanding
constituencies of these representative federations, facilitator service
organizations, and other intermediary institutions make increasing
demands for the credit and other services that these organizations
provide. On their part, these Institutions have generally matred
over time, developing strong administrative capabilities and the
ability 1o manage increasingly more sophisticated credit mechanisms
and programs and larger amounts of funds. At this point, the
resources of the smaller international aid organizations become
insufficient, With funds from domestic institutions generally
unavailable, some of the Third World's most effective development
organizations have looked to the larger international aid agencies for
the scale of financing that their constituencies require. To date,
however, this support has rarely been forthcoming.

Hereln lies the pardox, indeed the tragedy, of the foreign aid
business. At one level, indigenous organizations continually emerge
and, often by attracting outside support, develop into potential
vehicles for constructive and pervasive change in their societies,
Relatively small amounts are spent at this level, but the impact has
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been profound and the development knowledge accumulated
sapunsive. At another level, however, billions of dollars are spent
i Third World institutions that have no link to the local reality and
1o capadty to respond to it. 1S, policymakers inside and outside
e major aid agencies operate on the premise that, while the efforts
ol small ald and development organizations are "nice," the focus of
major agencies must be elsewhere if they are to have a significant
fmpact on Third World development. Operating on this premise,
a0 In the vacuum that forms when one ignores the insights gained
uver time at the local level, the major donors have, indeed, had a
Mgnificant—and deleterious—impact.

The more enlightened policymakers and aid programmers
fecognize that far more development knowledge resides among
Oiganizations operating at the grassroots than within the major
donor Instiwtions and their large counterparts overseas, Many of
them, however, value primarily the small donors' sectoral
hnowlodge and expect to apply an enhanced understanding of
health, housing, or rural development, for example, in their spheres
wl pperation. They have failed to leam the principal lesson that
thime working at the grassroots have 10 offer: that development
Waslstance is no better than the institutions that utilize it




FOUR
AID and the Need
for a New Structure

A addressed in Chapter 3, the contribution that foreign aid makes
10 self-sustaining development is a function of its responsiveness to
the Institutions and activities of poor people, Ostensibly, vinually
Wl wid institutions exist to help the poar, directly or indirectly, and it
Is o this basis that most seek (o establish their legitimacy and their
constituencics in the public arens.  Yet, as shown in Chapter 2, our
piincipal aid agencies were established for very different purposes,
and they operate today in pursuit of several non-developmental
pouls. In the case of the Agency for International Development,
LS Toreign policy objectives, trade and investment interests, the
state of the country's economy, and a variety of special interests
sirongly Influence its burcaucratic behavior.

These influences drive AID to limit its range of organizational
thidee overseas and 1o manipulate the project environment in which
It pperates. In this context, even the best-intentioned project
allicers, committed to the support of meaningful development for
and by the *poor majority,” face internal structures, operational
procedures, and reward systems geared to promote objectives
whited primanly 1o expansionary and survival interests of the AID
bureaucracy.

The opporunities thar these officers have to work with the poor
have diminished further as aid is used increasingly as leverage to
pxact policy changes by Third World governments, The most visible
mantfestation of this change Is the large increase In economic

1
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support funds in recent years, but this shift can also be seen in
AID's growing desire to "de-projectize® the use of its development
assistance funds and to exert greater policy leverage through
program lending. Defining the later not as suppont for a collection
of projects but rather as undesignated funding unrelated to specific
development activities, AID is seeking to use its influence more
directly at the macro level.

To the extent that AID moves away from project lending, it
moves further from contact with local-level realities. Although the
New Directions Jegislation mandated a close relationship between
AID and the poor, AID has shown itsell to be incapable, as
structured and organized, of complying successfully with that
mandate. Private and voluntary organizations (PVOs) and the Inter-
American and African Development Foundations, buffered by their
refative independence against some of the external forces that
influence AID, have increasingly taken on this responsibility and
public funds 1o fulfill it

Clearly, all project responsibility cannot be left to these
organizations. There remains a critical role for the principal U.S.
bilateral aid institution in providing significant support to effective
development organizations as they eveolve Into mature institutions.
1t is also critical 1o the attack on Third World poverty that policies
promoted by AID be informed by the people who live in, and
understand, that poverty, rather than by outside “experts® and
interests whose primary goals may not be those of the poor,

This can only be accomplished by providing AID with far more
autonomy than it presently enjoys. It is clear that Congress, since
the days of the Vietnam War, has not been trusting of the executive
branch’s utilization of appropriated aid funds. 1ts fears are well
founded, as the Administration in recent years has made clear that
the well-being of the poor is not the primary determinant of the
allocation and application of aid funds. In 1983, for instance, the
chalr of the Administration's Development Coordination Committee
explained in his annual report that, in the previous two years:

U.S. Interests In a particular region or country, due 1o the country
being a source of important raw materials, the location of

substantisl US. private investment, or the scene of actual or
potential destabilizing conflict, have boen given greater Importance
as criteria for the allocation to countries of all forms of U5,
assistance, including development assistance (Devvlopment lssues,
p 179,
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(longressional apprehension about the effects of external
political and economic pressures has been manifested in a range of
wgulations and reporting requirements that have, according to the
Oflice of Technology Assessment, substantially increased AID's
slready extensive paperwork and bureaucratic constraints (OTA,
Continuing the Commitment, p. 10). Congress, of course, has also
Iwen part of the problem, as its members translate their constituents'
inlerests into non-developmental policy,

LIEATION OF AN AUTONOMOUS STRUCTURE

The abllity of Congress, the White House, the State Department, and
ulher government agencies to divert AID from its development
AMistance mandate would be droumscribed if AID were structurally
d from day-to-day interference by these bodies. The estab-
hment of a restructured, independent AID by Congress, along
with an appropriate policy framework, would thereafter enable
ungress to limit its involvement to appropriations and oversight
vlions, Assured that the possibilities of politicization by the
sancullve branch were limited, members of Congress could at the
Mt Lme use the autonomy of AID as a basis for resisting the
tyelad of extraneous pressures brought [0 bear on them.

Congress has already established precedents in the creation of
lidependent organizations in the international field. The Overseas
Piivale Investment Corporation (OPIC), the Inter-American
Joundation, and the African Development Foundation (ADF) are
examples of institutions that have been created by Congress as
publle corparations with their own boards of direciors. The IAF, in

cular, Is an example of the viability and resiliency of such a
Mactore. s founding legistation, like that of OPIC and the ADF,
manddatod that the President nominate people from both the private
Al public sectors to its board and that their terms be staggered.
The Intent was to prevent effective policy control by any given
Adiminlstration, While nominal control of the board has been

! by the White House during the mid-1980s, its difficulty in
Hating policy Is testimony to the internal structures, operating
Jineiples, and staff that the fiest dozen years of structural and de
Sdo ndependence enabled the TAF to establish, sustain, and build
Wpron

Slmilar steuctures exist in other industrialized countries. The

Swniiah International Development Authority (SIDA), which is in




52 Awd for Just Development

charge of preparing and implementing Sweden's bilateral aid
program, is governed by a thineen-member board of directors
named by the government. In Canada, the International Develop-
ment Research Centre (IDRC), which was established in 1970 as an
autonomous instiution with government funding, is controlled and
directed by an international board of governors, The British aid

system includes a number of special scientific units that also operate.

autonomously.

The zutonomy needed by an zid institution to enable It 10
effectively underwrite sell-determined development rather than
Northern interests was absent from the International Development
Cooperation Administration when it was created in 1979 as the new
U.S. aid superstructure. While a princpal intent of the reorgani-
zation was o remove the U.S. bilateral aid program from the control
of the State Department by making IDCA's director directly
responsible to the President, IDCA was not provided with an
independent governing board that could protect it from
politicization,

In the end, IDCA has become little more than a paper
organization, representing just another layer of bureaucracy between
AID and the Stale Department. By 1981, the Center of Concern was
already reporting the failure of IDCA to remove AID from the
foreign policy arena. AID officials were even then acknowledging
the arbitrary and unilateral action by the State Department to which
AID could be and was still subjected (Schmidt, et al., Religious
Private Voluniary Organizations, pp. 20-21). Indeed, despite the
existence of IDCA, the Foreign Assistance Act still places ultimate
respoasibility for economic assistance in the hands of the Secretary
of State.

Upon assuming office, the Reagan Administration moved 1o
dismantle IDCA. It was only the AID Administrator's desire (o
achieve greater access to the White House by assuming the
leadership of IDCA, as well, that saved that Institution from
extinction. AID's internal memoranda on submissions o Congress
soon were void of any reference 1o IDCA, but referred frequently o
clearances required of the State Department. By the end of the first
term of the Reagan Administration, The Development GAP could
find few at AID who had heard of the aid superstructure, including
those, in one instance, who worked less than ten yards from its
small office in the State Department building.

The restructuring of AID from an agency of the Stale
Department or IDCA into an sutonomous public corporation
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{perhaps known as the Administration for International Develop-
ment) would require the creation of a board of directors appro-
priately designed and composed to serve as an effective shield
agalnst politicizaton and special interests, Board members should
I experienced in Third World matters and committed to protecting
and promoting the mandate and autonomy of the institution. A
nine-person board, elected to six-year staggered terms, would
Meully consist of:

* The four presidents of the Inter-American and African
Development  Foundations and of a new Asian development
foundation and PVO-support foundation, who would be able
1o provide guidance to AID in the identification and suppon

of representative and effective development organizations

* One current and one former cabinet member, at least one of
whom shall have been Secretary of State, in order 10 provide
guidance on foreign policy matters relating o the new AID

* Two non-govemmental leaders recognized for their intel-
lectusl and moral leadership, such as the head of an
ecumenical church body and a university president

* A Third World representative, possessing .S, citizenship,
who has worked directly with poor communities overseas in
development activity, to ensure the injection of a “reality
factor* into board deliberations

While the President of the United States would nominate the
bonrd members (whose nominations would be confirmed by the
Senatnd, the board's chair should be selected 1o a specified term by
Al hoard nself, 3o as o minimize the possibilities of politicization
oy the White House, He or she would be chosen from among all
b board members, with the exception of the two cabinel members,
0 48 10 ensure a development rather than foreign policy focus by
e nstitution.

AN FOR NON-DEVELOPMENTAL PURPOSES

While the creation of an independent public institution is a
prorequisite for the promaton of long-term, sustainable
ekelopment relevant to the needs and circumstances of the poor,
A i at the sume time 4 place for aid that can be used in
Miuing palitical objectives. Presently, the Economic Support Fund
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is the principal source of funds used explicitly for that purpose. The
1983 report of the DCC chair explained that the “criteria for the
country allocation of the Economic Support Fund are related to
political and security considerations: financial assistance is offered
on the basis of U.S. security interests, in an effort to maintain or
achieve the political and economic stability of governments
favorable to (or at least not hostile 1) the United States , | .*
(Development sues, pp. 175-176).

While there is plenty of room for discussion and disagreement
over the wisdom of pursuing a range of foreign policy goals, with or
without the use of foreign aid, it is clear that political aid should be
designated as such and controlled and managed by institutions not
engaged in the promotion of development and anti-poverty activity.
This means that, under the present aid structure, those ESF
resources utilized for developmental purposes should be the
exclusive responsibility of AID, while those allocated for political
purposes should continue to be programmed elsewhere in the State
Department, The latter, which a limited understanding of
development, should be prohibited from utilizing ESF menies to
influence development policy. Local currencies generated by the
ESF program should be utilized by an autonomous AID only if no
conditions were attached and if ATD were not accountable to the
State Department for thelr use.

The majority of ESF loans and grants are provided as balance-
of-payments support and for commodity import purchases. The
remaining portion is utilized as development project funds, and as
such have been frequently misallocated, A 1983 study by the
General Accounting Office revealed that AID officials in twelve of
the twenly-nine countries surveyed were concerned about the
recipient country's ability to absorb ESF resources (GAO, Donor
Approaches).

Egypt is a classic example of this imbalance between
development resources and development capacity. The commil-
ment by AID of approximately $1 billion per year has driven AID
officials to plan

big, expensive projects 1o get rid of a backlog in cash. But the
projects have been bogged down in interminable delays, Many
have not worked properly when pleted. Some of those that
did work have already started 10 break down, . . . Hermann Eits,
[former] U.S, ambassador (o Egypt and a chief architoct of the
effort, conceded recently that no thought had been given In
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advance to how much Egypt could absorb or how much money
should be spent. . . . *We always had more money than we had
projects,” Blits said. “Instead of the program being designed by
peojects, we had an amount of money we had to find projects for.*
[Flrom the start, the aid program was shaped not by Egyptian
needs but by U.S, foreign policy and economic interests, and
Egyptians are increasingly aware, and resentful, of that (Phelps,
*An Ald Plan Gone Awry™,

Meaningful development cannot be fostered if the State
Department is allocating aid on a political and security basis. For
LS. aid to have 2 positive impact on development, all project aid
(it fall within the development assistance account and AID must
b In control of both policy and administration. The clear
dilferentiation in the roles of the State Department and AID, which
would be gready facilitated by the transforming of AID into an
sutanomous public institution, would go a long way toward
sihianecing the credibility of our development assistance program
vemean.

A similar and paraflel change must also be made in the structure
ol the present aid legislation. The integration of military assistance,
PSP, and development assistance in a single foreign aid bill in recent
Yourn may, as some claim, have enhanced the chances of
vongressional approval of the development assistance program,
What Is certain, however, is that the inclusion of development
support with security-related aid muddies the waters and both
sullies the reputation and compromises the integrity of the U.S.
development aid program.

The task force headed by Tony Babb addressed the conse-
spiences of this link in its 1977 report to the AID Administrator:

The UK public does not understand very well what AID is doing,
what forelgn assistance 1s, or why it Is important. Americans are
basdenlly alirsistic and have historically been prepared (o support
humankarian programs, particutarly when the people who benefit
oin be identified. But, faced with the great diversity of programs
Ientiflled by the media as *aid®, . , the public becomes
understandably confused and ready to view ald with a jaundiced
nye CRubly, p. V14,

Ihe development assistance program should stand and be
Midged on its own, Should that happen, the likelihood is that a
shisamlined, Independent institution devoted exclusively to the
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provision of support directly (o the poor would attract the support
of a large majority of Americans,

BASES FOR ALLOCATING DEVELOPMENT ASSISTANCE

The autonomy of a new institution would enable it to make
decisions regarding the allocation of funds on a development
instead of a political basis. The Center of Concern, in its 1981
repont, pointed out that most of AID's development budget was
apportioned to 1.5, client states, which included those with
repressive governments. It concludes that:

[Wihile there is 2n unquestionable need for assistance in thase
countries, much of their poverty is the result of an unequal
distribution of wealth perpetuated by an entrenched ruling class,
corruption, and oppressive governments that are not willing 1o
share the benefits of development with all of the people.
Consequently, most of the U.S, ald does not reach the countries'
poot, but is absorbed by the elkte, who use the aid for their own
aggrandisement (Schmidt, et al,, p. 38,

A government's efforts to narrow the wealth and income gaps
between the rich and the poor should be the principal factor in
determining the allocation of bilateral aid funds 1o Third World
public institutions. Additional evidence of government concern for
the less privileged segments of the population are free-functioning
and democratic labor unions, producers' organizations, community
associations, and other popular organizations, as well as the right to
establish such nstitutions, Furthermore, there should be evidence
that those to be affected by programs and projects supported by
U.S. aid participate in their planning and implemeniation.

These and related standards should be stated explicitly as policy
by the new AID, Those govemments which meet these standards
would be eligible for assistance; those that do not would be aware
of the changes they would have to make to qualify for support. At
the project level, AID, 3s stressed in Chapter 3, must select the most
capable implementing institutions from among all public and/non-
governmental organizations If project effectiveness is ta be
maximized. Where national and local governments are not
promating equitable development, the institutional choice should be
made within the non-govemmental sector, if such organizations are
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free to serve their constituencies. If a government were o oppose
this action, AID should withhold funding from that country rather
than invest in a public institution that would use its assistance to
perpetuate inequities. Furthermore, those governments that refuse
o permit the new bilateral aid organization to operate in their
countries should also be denied political aid from the State
Department, As some of the worst poverty exists in the Third Warld
countries with the highest per capita incomes, aid should be
avallable to institutions in all countries, regardless of the latters!
Income Jevels.

UNTYING AID

The new aid institution should also be freed, to the maximum extent
possible, [rom congressional mandates relating to the purchase of
US. goods. The United States has not been the major practitioner,
among the industrialized countries, of tying aid to such purchases,
but still the larger portion of AID’s budget is so tied. It is
understandable that the United States would feel compelled to
pursue this pracice as long as nations such as the United Kingdom,
Canada, France, and West Germany formally and informally tie most
of their aid. The cost of this practice in development terms,
however, is high, Such purchases retard self-sufficiency which, if
enhanced, could reduce long-term foreign exchange costs, Even
more significantly, they distort local development patterns through
the introduction of inappropriate technologies and techniques.

The Office of Technology Assessment, in its 1986 report on the
Sahel, reflected on this problem:

Congressionally mandated AID requirements to use American
equipment have proven ineffective in stimulsting new markets for
U.S. goods, & major objective of such measures. Meanwhile, they
have complicated and even hindered project operations. Delivery
time of U.S. equipment has been long, and Inoperative U.S,
vehicles, pumps, and other equipment litter the Sahel foc want of
spare parts, maintenance skills, or opetating funds. = . In
addition, these *buy American® requirements have led to use of
Inappeopriste capital-intensive technologies. . . . So-called ‘tied
aid provisions* for equipment and technical assistance have greatly
increased the total cost of aid, and, from the perspective of the
Suhelian reciplents, greatly diminished its value to them (OTA,
Continuing the Commitmant p. 105).
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When development assistance {s untied, local costs may in
principle be financed up to 100 percent. lLocal production and
regional trade can be stimulated rather than retarded. Recurrent
costs can be financed to the extent necessary. Labor-intensive
programs, moré appropriate to the circumstances of most Third
World countries, are mare likely 1o be generated if aid monies need
not be expended on foreign imports.

While many argue for tying aid on the basis of its contribution
to economic well-being at home, tied aid, as OTA discovered in the
case of aid to the Sahel, generates little in the way of permanent
markets for the donor country, Maurice Strong, first President of
Canada's aid agency, CIDA, has contended that new markets are not
developed by requiring people 1o buy goods—at as much as 25
percent above internationally competitive prices—that they will not
buy when they have the freedom to choose (Freeman, Political
Economy, p. 32). Strong's contention that aid is not trade-creating is
supported by a number of studies. Some advantages are gained in
the short-term by individual exporters, but the advantages to the
donor country's economy are questionable, A German aid official
1old The Development GAP that, even if all German aid were
officially tied, it would produce only a 0.7 percent increase in
German exports. Furthermore, the extra aid required o subsidize
these purchases is a drain on the taxpayer and 2 very expeasive
manner of creating jobs in the donor country,

It seems self-defeating, therefore, to promote aid, as some
organizations have done, by trumpeting the trade gains made by a
relative few in the LS. export sector, while the U.S. taxpayer grows
increasingly disillusioned with the ineffectivencss of aid overseas
and its costliness here. A far better approach would appear to be to
give preference in the use of aid monies to the purchase of
appropriate goods and services at relatively low prices In the aid-
receiving country and from other Third World countries.  Aid would
be tied to the purchase of 1.5, exports only where Northern
resources are required and the United Siates can offer a product that
is competitive in terms of price and relevance, A monitoring
capacity should be established in the éxecutive and legisiative
branches to oversee this policy.

\
PROGRAM AID VERSUS PROJECT AID

As mentioned earlier in this chapter, it is important that a
restructured AID not divorce isedl entirely from project activity, AID

AID and the Need for a New Struciure 59

can provide development institutions with significant amounts of
financial support on relatively soft terms at key moments in their
evolution, and these organizations, In tum, provide AID the contact
with the local reality that it requires for effective policy planning.
‘The balance between project and non-project, or program, aid must
be determined on the basis of a number of factors: the trade-off
between a degree of policy leverage and a degree of control over
the micro-economic efficiency and success of projects; the relative
importance (o the national development process of changes in the
policy context and constructive activities at the project level; the
generally more staff-intensive nature and higher administrative costs
of project support; the capacity of recipient country institutions to
manage and “projectize” aid funds; and one's philosophy regarding
the intensity of the involvement of the donor in the development
process

Program aid has different meanings to different people and
different donor institutions, but can be viewed as falling within two
general categories. One {s non-sector-specific assistance
representing a cash transfer for balance-of-payments support or, for
example, for commodity imports or structural adjustment aclivities.
In this case, policy changes keveraged as a result of the aid should
be informed by organizations representing the poor, and the local
currencies generated by the sale of the dollars should be managed
by local institutions that have incorporated the poor in the design
and implementation of development activities. The other form of
program aid relates to assistance provided to one or more
institutions [n a particular sector for the purpose of, for example,
facilitating specific policy or management reforms, the importation
of required goods, or the upgrading of 4 capacity to identify, design,
and execute projects. This type of program support should be
provided only to those public institutions that have demonstrated
through previous project work a proclivity for responding to the
expressed needs of the poor,

Most Northemn donors have emphasized some form of program
support, usually incorporating long-term sectoral planning, and have
left the responsibility for project Identification, development, and
management to the recipient country. These donors point 1o the
lower administrative costs related 1o this approach as a major reason
for its adoption. These costs are not, howeves, always lower than
those of project aid. Responding to a 1983 GAO repont, AID official
John Bolion suggested that the study had " . . exaggerateld] the
managemont benefits of non-project assistance . . " and had
*overlooked some of the ‘hidden' management costs normally
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associated with non-project assistance (e.g., administration of local
curfency generation, economic expertise required to promote policy
reform usually related to non-project assistance)® (GAO, Donor
Approaches, p. 91), The OECD has similarly reported that more
administrative time & needed, in some cases, 10 prepare, implement,
and monitor non-project ald than project aid (OECD, Compendium
of Aid Procedures).

There Is no question, however, that program aid cnables the
movemnenl of lasger amounts of financial support at a lower per-unit
cost and that its policy leverage is greater than that of project aid.
These are clearly factors in AID's recent interest in more program
lending, as it has sought to promote private-sector activity and to
alter Its low status among major bilateral donors at the start of this
decade in terms of the ratio of financial commitments to stail size.

European donors favor program aid not for enhanced policy
leverage but rather because it makes it possible for them to play a
reduced role in the recipient country's affairs. The Swedes, in
particular, have integrated their assistance as much as possible into
the recipient's development plan, while seeking to promote
independence and selfsuffidency by moving away from a rigorous
pre-appraisal of projct activities. SIDA has found, however, that
weaknesses in project preparation in some of the Jeast developed
countries have necessitated an increase in (18 direct involvement.
The Dutch have also adopted a more programmatic approach in
order 1o increase the development responsibilities of the recipient
country. Part of this strategy hinges on the identification of an
appropriate implementing institution to which its aid agency can
make a long-term commitment. The British, like the Swedes and
Dutch, recognize the problems of accountability inherent in program
aid and its suitability only for those Third World countries capable
of administering it

In the final analysis, a mixture of program and project aid is
most appropriate. A restructured AID should provide program aid
on a multi-year basis to those governments that have exhibited a
commitment to a form of development that directly involves and
benefits the poor; these recipients might be designated "program"”
countries, as is done by Canada and some Furopean countries, This
status should be denied to those countries whose govermnments are
determined by Congress (o be violators of human rights. AID
should make project aid available on an institution-by-institution
hasis where such a commitment does not exist. The implementing
institutions should be chosen from the public and private sectors on

AID and the Need for a New Structure 61

the basis of their experience in paricipatory development and their
capacity 10 manage funds, The degree of latitude that an institution
exercises in applying aid funds to discrete projects should be a
function of the confidence that AID gains over time in the former's
development capacity.

A long-term investment in 4 capable and developmentally
appropriate Institution with which a relationship of mutual trust has
been developed, rather than individual project funding, is clearly the
most effective and efficient vehicle for achieving socio-economic
progress. This approach should be pursued wherever possible,
particularly in the non-governmental sector and in conjunction with
agencies of governments which are actively engaged in promoting
development that is truly equitable. As the fatter are, lamentably,
the exception to the norm, a strong case can be made, on a
developmental basis, for either a fundamental change in AID's
clientele or an emphasis on project aid, William Sommer, who
served in three Asian countries as an AID official, addresses this
point directly, *If past experience is any guide,” he suggested in a
1982 article, "only project action will have a measurable effect on
some of the poor. Programs and country strategies, because of their
emphasis on management and because they must deal with client-
state bureaucracies; are unlikely to meet with much success"
(Sommer, *Rescuing Aid," p. 18).

THE NEED FOR GREATER DECENTRALIZATION

Recently, AID officials have expressed the opinion that the Agency
cannot promote project work and that it is not structured to do so,
In fact, AID has never made the internal structural and operational
changes necessary for compliance with its New Directions mandate
to assist the poor directly. As long ago as 1977, AID's Babb task
force urged the Caner Administration to *set AID's house in arder.”
With its credibility thus reestablished, AID could then work with
Congress "to effect the legislative changes necessary for carrying out
a more responsible yet flexible assistance program® (Babb, p. v).

Babb warned that the Agency had become top-heavy and
cautious, as well as over-centralized in terms of decisionmaking and
the location of personnel. Unfortunately, little was done to rectify
the sitvation. AID officers continued (o be rewarded not for the
support of projects that helped the poor but for the design of those
that helped move money.
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Both Judith Tendler and Coralie Bryant, among others, have
written on the internal hierarchy that pressure from outside the
Agency has created. This hierarchy is found both in Washington
and at the level of the field mission, where it is reflected in the type
of development that is supported. Where risk taking is not
rewarded by supervisors, and the expenditure of funds is, the
project officer is more likely 1o select a large project operated by an
established institution than a smaller participatory project run by an
organization unknown to him oc her and AID.

Much has been made of the life styles of AID's field staff, many
of whom receive housing, services, and other perquisites that they
do not have at home. The high cost of this aside, a more sericus
consequence of what Bryant calls the "mission village® is the
separation of AID officials from the common people of the country,
not just socially but at work as well (Bryant, "Organizational
Impediments,” pp. 3-4). In its repont on the Sahel, OTA observed
that most members of the AID community "live in prosperous
enclaves within capital cities* and that their life style "increases the
perpetual gap between them and the rural poor (OTA, p. 102).
When added to their paperwork, the pressure to move money, and
the uncertainties of the project environment, the enclave mentality
all too often leads AID personnel to avoid projects created by the
poor and to generate projects from within the mission instead.

This does not mean that there are not capable and dedicated
personnel who would be more effective and more satisfied if they
were o be working within a different type of system. Such a
system would have to be considerably more decentralized than AID
is today, With missions in dozens of countries and with the majority
of its direct-hire employees (including host-country citizens)
overseas, AlD is already more decentralized than any other Northern
bilateral aid agency. 1t is still top-heavy, however, with personnel in
Washington performing project-related functions best carried out in
the field, orchestrating the administrative work that leaves mission
personnel (as well as aid recipients) buried under mountains of
paper, and in other ways doing their best 1o comply with the myriad
of often conflicting directives and insesests emanating from Congress
and other institutions.

\

PROBLEMS IN THE PROJECT CYCLE
With Congress expecting AID-supported projects to promote special,

non-developmental interests while remaining consistent with Its
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with a set of internal checks and reviews that produce 2 lengthy and
cumbersome project cycle. AlD's statutory checklist of issues which
must be addressed during project development reflects both the
breadth of Congress' interests and the intensive internal review that
AID feels it necessitates. In order 1o be responsive to Congress,
which controls its future, AID/Washington has impased upon itself
enormously complicated procedures which make it difficult for the
ficld missions to be responsive to the poor. This lack of
responsiveness. is reflected in at least two ways: in the long delays
by AID in providing support and in the nature of the projects that
are ultimately assisted.

The longest delays occur during the project-design stage of the
project cycle, which features frequent exchanges between the
mission and Washinglon to sort out questions that must be
satisfactorily addressed. These take up a great deal of field staff
time that could be spent far more productively, Project
development consumes approximately two years on average from
identification to approval, and as much as three years in total can
pass before operations commence, AID has of late decentralized
some project approval authority to the field in an effort 1o address
this problem,

AID has for some time had programs through which certain
funding could be secured more rapidly. In the paricular case of a
relatively small project in Kenya in the promotion of which The
Development GAP was involved, funding was provided via AlD's
Accelerated Impact Program. In spite of the program's name,
fourteen months passed from the time the project proposal was
submitted to the time that the project agreement was finally signed.
In its 1985 report on this expericnce, The Development GAP
reflected on the delays that continually developed:

These peoject-development problems within AID cannot simply be
biamed on project staff, as almost all personnel carried out their
responsibilities without major delays. Rather, the problem appears
o lie in the peoject-development system itself. The number of
distinct steps that must be undertaken 1o fund a project—mnging
from the submission of pre-project notification for Congressional
approval 1o the numerous communications between the field and
Washington on project document feview—renders the system both
burdensome and time-consuming. This is compounded by the
numbéer of affices and personnel involved in the project
development and review process (AID, PISCES I Experience, Vol,
I p. 70).
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According to AID's Office of Evaluation, poor project
development i the major reason for delays in the implementation of
AlD-supported projects (GAO, Donor Approaches, p. 58). The study
concludes that projects are judged on criteria unrealistic in terms of
implementation and are approved as long as they are well
articulated and presented in the proper form, OTA notes that AID
favors the designer and obligator of funds over the project
implementor and manager, This leads (o .*.a bias toward large-
scale, complex projects, with Inadequate attention to field realis
ties. , . . "(OTA, p. 103),

While these realities could be accessed through the involvement
of local organizations and the participation of local populations, the
demands of the present project cycle and the pressure to expend
funds discourage such risk taking among AID staff. The length of
the project-development process also leaves staff with little time at
the end to observe the actuul product of their efforts in operation.
Hence, commitment, follow-through, learning, and accountability
suffer.

The pressures faced by project officers are also partly
accountable for the economic and social dislocations that frequently
take place locally as a result of AID-supported projects. These are
often not taken into account during project design because of AlD's
generally limited contact in-country beyond that with government
officials and the local elite. Even when these problems appear
during project implementation, missions are reluctant to delay the
project any longer by asking headquarters and Congress for
approval for project modifications. The recent delegation of greater
authority to the missions by the AID administrator will help some in
this regard, but many, particularly larger, projects will remain
problematical for local populations.

CONSTRAINTS ON DECENTRALIZED DECISIONMAKING

In 1977, at the time the Babb repont was prepared, 64 percent of the
direct-hire U.S, workforce was based In Washington. According to
the Babb task force, this was primarily the result of decisions to
Increase the use of contractors in implementing overseas cls
and to increase the role of AlID/Washington in project review,
approval, and management (Babb, p. IV—4), The task force urged a
reversal of this trend, so that the field officers would have far more
substantive responsibility, 1t recommended 1o the AID Administrator
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that it shift "major responsibility for program conlent, implemen-
tation, and evaluation from headquarters to the field offices, ie., to
the spot where expertise on individual country needs and capacities
Is greatest, where operating problems can best be evaluated in terms
of local conditions, and where early signs of program and project
difficulties can best be detecied” (Babb, p. A5-2),

The model that the Babb team recommended featured stronger
field missions, decentralization of authority 1o regional bureaus over
all services not needed in common by those four bureaus, and
smaller central bureaus for policy, coordination, and management
services, At the mission level, there would be more staff, serving
longer tours of duty, with each being in close colfaboration with
host-country beneficiaries and responsible for all phases of the
project cycle. Meanwhile, there would be 3 moderate 52T decrease
in Washington, as greater responsibility was delegated to field
missions and centrally planned and Implemented programs were cut
bacle

This decentralized model represents a definite improvement
over AID's previous operational structure and was apparently a basis
for some of the changes made within AID during the 1980s,
Beginning in 1981, AID has—in some regions faster than in
others—decentralized authority to the field over the approval and
amending of smaller projects and over the approval of contractors.
The standard tour of duty has been lengthened and steps have been
taken to increase the proportion of stalf in the field while stalf in
Washington is reduced by attrition. Approval of Country Develop-
ment Strategy Statements has been made a multi-year exercise in
order 1o reduce the burden on mission staff, which now submit
annual "Action Plans." Communication between missions and
Washington regarding project Identification documents has also
been reduced,

Some major problems in field operations have ver to be
overcome, however, in large part because they are inherent in the
aid system as presently structured. Increasing amounts of AID's
budget zre being programmed for political reasons in Washington
rather than developmental purposes in the field. This has not
helped to revive a sagging staff morale. Nor does the continuing
push within the Agency to move money so as to justify new
appropriations desired from Congress and to satisfy foreign policy
exigencles, especially in countries where the institutional capacity
for mamaging development cannot absarb such expenditures, With
new projects and project ideas still being generated from
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Washington and with the bulk of program and project funding sull
requiring Washington's involvement, mission staff will remain
overworked, unresponsive to the poor, and removed from local
realities, Meanwhile, their dependency on consultants, PVOs, and
other U.S. intermediaries, will, of necessity, continue.

Congress showed its wisdom in the 1970s when it gave AID its
New Directions mandate, but it failed to provide the Agency with
the sutonomy and structure required for its compliance, As
discussed above, an sid institution that is unshielded from cutside
influences will organize itself internally to respond to those
influences rather than to the intended beneficiaries of the aid and to
the realities of their environment. The Babb task force recognized
this in concluding that 1 model considerably more decentralized
than the one it recommended should be adopted by AID in the
future, should AID gain greater independence. Until that happens,
however, congressional initiatives to make AID accountsble to the
poor, no matter how precisely and well articulated, will meet with,
at best, very limited success, just as they have over the twenty years
since Title IX's participatory mandate was enacted,

Therefore, it must be stressed that the impact of the changes
recommended below is closely tied to the relative autonomy that
AID might attain and exercise. 1t would alse be contingent upon
the transfer of the administration of political and security-oriented
economic support funds to the State Department, leaving a smaller
and leaner institution dedicated solely to supporting development
activities.

PROPOSALS FOR AN INTERNAL RESTRUCTURING

As the Babb task force and OMB suggested, the size of the planning
and suppart bureaus in Washington should be substantially reduced
and their activities severely circumscribed, No spet:iﬂo«:ll gdm
programs, or projects for implementation in the Third W 8

emanate from Washington, but instead should be developed in €ach
country mission or regional office, where local realities can inform
them. The Washington policy-development office should be
structured to enable 2 continual review and synthesis of t:‘h 1se

ional experiences, views, and leaming and, based upon this,

mlopmem of a broad policy framework. Once and for all, the
aid community could rid itself of the need 1o respond to
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policymakers' latest fad, whether it ‘be *basic human needs" or
"private-sector initiative,* microenterprises or cooperatives, non-
formal ecucation or bealth, foci that may for awhile be in vogue but
which may have litle relevance to site-specific circumstances.

This would mean the elimination of functional accounts within
AID. An end to programming by sectors would enable the overseas
offices to support activities truly relevant to the needs of each
particular society, to provide assistance for integrated endeavors,
and to respond rapidly to evolving needs and opportunities. AID
favors such a change, but, until AID is effectively independent of
non-developmental influcnces, Congress must maintain and exercise
the authority to define the fields of the Agency’s investment. In the
meantime, minimum levels of expenditures should be established in
specilic social and economic sectors, with 20 to 30 percent of
appropriated funds left unearmarked to provide some flexibility for
the field missions,

Just as the principal role of the mission should be to provide
support 1o development activities in a responsive fashion, the main
role of AID/Washington should be to assume a similar posture vis-1-
vis the mission. This, in essence, amounts to turning AID's present
internal structure upside down, so that the inputs that move the
system would enter from the base and compel responses as they
make their way up through the hierarchy. Similardy, research should
not, by and large, be done by AID/Washington to be shared with
the missions. Instead, headquarters should be gleaning the
experiences gained in-countey and sharing this learning with
policymakers here and with AID mission staff worldwide,

On cach continent, AID should have from one to three regional
offices, depending upon the number of country missions. The
former should be small and should provide administrative and
logistical support; their programmatic responsibilities should be
limited to only occasional reviews of projects 1o ensure their
consistency with AID's mandate, Between the regional and country
offices there should be established sub-regional or "cluster” offices,
where AID's principal programmaltic responsibility would be
centered. These intermediary structures would group countries by
their proximity and their ecological and ethnological similarities.
They would be designed to facilitate and upgrade development
planning, project review, and leaming.

Country missions should be physically separate from U.S,
embassies, just as AID headquarters should no longer be housed in
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the State Department, in order to ensure autonomy, While there
should be a core $1aff in the capital city, most of the mission stafl
should be organized in small groups and based in provincial
centers. ‘This would put AID far more in touch with local realities
than with local elites, generate more policy leverage from below
than from above, reduce living costs and other overbead expenses
while not necessarily creating hardships for employees, and foster
greater responsiveness to the more marginal segments of the
population. These recommendations are not dissimilar from those
made by the Bzbb task force ten years ago. It reported then to the
AID Administratoe that "project implementation persannel should be
located as close 10 the project site as local circumstances permit,”
and that AID field missions should pay *. . . less attention to
support of creature comforts and amenities for its employees , . "
(Babb, pp. 1-15-16).

A stff decentralized in-country would be in far beter wouch
with ongoing and potential development initiatives and with local
institutions. It could assess the legitimacy and effectiveness of
institutions, particularly thase that do or could play a rale in national
development programs. This could be done in conjunction with
¢olleagues from other provinces at regular meetings at AID'S central
office. Stafl could build upon the funding of smaller donors by
providing support for endeavors underiaken at a multi-village or
regional level while helping to generate greater development
capacity. It could also stimulate contact and learning among local
arganizations located in different provinces.

It should be clear, however, that the success of a decentralized
staff depends heavily upon the expericnce and qualities that the
stafl brings to the job. Given the proper instimutional framework,
decentralization can be effective if project officers have been in
touch with life at the local level and are instinctively responsive to
pressures from below. If these officers are not sensitive, however,
1o the needs, limitations, and capabilities of local populations and
their organizations and to the environments in which they must
operate, direct contact with them can do far more harm than good,
Overfunding, co-optation, unnecessary exposure to political risks,
and other peoblems that can be created by staff with inapproprizte
experience can do irreparable damage to even the strongest of
arganizations. Presently, AID has 100 many people working
overseas who, while skilled in other areas, do not possess the local-
level development experience required by this approach, Until
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there i5 a change in this sitwation, it would be a safer and still
effective strategy to limit decentralization to capital cities and to
establish mechanisms that enable staff to receive local information
from indigenous NGO personnel on the ground.

Each AID mission should also have on siaff in the capital 3 few
people with a multi-disciplinary knowledge and a deep under-
standing of that particular country. That staff should provide
support when requested by field perssonnel and should serve on a
project review board, This exercise should be facilitated by their
understanding of the social and economic dynamics of the country
and the relatonship among the various projects, programs, and
policies,

In many cases, however, secondary reviews and final
determinations on funding and funding policy should be made in
the cluster office. It Is here that AID's most experienced and
knowledgeable staff should be based. The proximity of the
countries in each cluster would offer that staff a firsthand view of
virtually all projects and facilitate the transfer of learning across
national lines, Technical expertise that cannot be afforded at the
mission level should reside in these offices. On occasion, AID's
reglonal offices and headquarters should review projects to ensure
consistency with AID's mandate; these reviews should include
several annual or biannual on-site assessments in order 10 ensure
accountability.

Such a restructuring of AID would, if outside inflluences were
minimized, enable the maximally effective application of objective
criteria 1o institutional program and project appraisal. [deology and
new orthodoxies would be eliminated as determinants, as people
who daily experience the development problems would be in a
pasition to guide AID decisionmakers. Suggested criteria for the
funding of Third World projects are listed in Appendix C. A
fundamental criterion would be the participation of the intended
beneficiaries throughout the project ¢ycle. In 1980, AID anthro-
pologist Alice Maorton responded in an in-housé memorandum to
AID officials skeptical about this approach. Morton explained that
such participation, through more appropriate institutions than those
normilly involved by AID, can actually speed up rather than retard
project development and, far from being necessarily equated with
small-scale funding, can generate a broad base for significant
national development activity.
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PLANNING AND BUDGETING

Participation and consultation would also mark AID's various
planning processes, AID's field personnel would participate, along
with representation from the country's popular organizations, in
AlD's own program and policy planning sessions. This planning
would also incorporate well versed representatives from U.S. PVOs,
other Northern NGOs, and U.S, regional foundations. With their
involvement, AID could formulate country assistance plans based
upon projections of the capacity and needs of effective development
institutions that might receive AID support. Tt would often be the
work of these smaller funders In the identification and strengthening
of institutions that AID would be building upon when it funds
mature local organizations,

These foundations and PVOs might also help AID establish a
participatory process for formulating the positions thal it takes with
government in national-level *policy dialogue.* To date, the policies
that have been fostered by AID overseas have generally reflected
only the interests and perspectives of a small elite in this country
and in the host countries. Without consultative mechanisms that
enable 2 communication between policy planners and local
populations, policy dialogue is doomed to failure a5 a development
tol. Accordingly, regular meetings, perhaps on a quarterly basis,
should be held with local groups to elicit their inpat,

AlID's country budgets should be established on the basis of its
paricipatory planning process, and unutilized funds would ideally
be carried forward from year to year, This would enable AID to
mainiain a responsive posture throughout the fiscal year instead of
having to spend and perhaps misallocate funds because of a
deadline that had no relevance 1o local development realities,
While Congress is not normally receptive to this approach, it might
be willing to make this concession to a bilateral development
assistance organization with, at least in the short- and medium-term,
a significantly reduced budget.

A restructured AID could operate for some lime with a
considerably smaller budget, because its funding would be based
upon the still limited absorptive capacity of appropriate develop-
ment institutions and not on external, non-developmental factors.
Investments in large and ineffective gavernment agendies would be
replaced with support for more democratic institutions in the public
and non-governmental sectors, AID could play an important role in
building up the capacity of these Institutions over time. Costs would

AID and the Need for a New Structure 71

also be cut as 2 result of the recommended streamlining of AID and
relocation of mission personnel outside of the capital ¢ities.
Furthermore, local procurement of goods and consultant services
would greatly reduce AID's expenses,

EFFECTIVE USE OF HUMAN RESOURCES

A new bilateral aid institution would have to make better use of
available personnel than AID does today, The GAO pointed out in
1983 that most af AID's projects were carried out through
contractors, and this has remained the case, The GAO likened the
role of AID's overseas officers to that of *travel agent" providing
logistical and administrative support to contractors, It concluded
that 2 reduction in this support would free AID field staff to assume
a direct development assistance role (GAO, p. 73).

OTA's Sahel report stressed the high costs associated with U.S,
contractors. It pointed out that the short-term nature of such
cansultancies reduces institutional Jearning within AID, just as it
does the personal commitment to the long-term success of projects.
OTA also bemoaned the reliance on outside contractors at the
expense of a more significant role for host-country personnel:

AID also hires locsl staff, but this pool of expertise is poorly
tapped. Local stall often are the informal Institwtional memory of
AID missions, but they are usually occupied with routine work and
are infrequently used to help with program development and
management, This wasies the potential their special perspective
could offer and misses an opportunity to increase their skills in a
form of internal institution-building (OTA, p, 101),

For the same reason, preference should be given to the
contracting of local consultants and other Third World firms and
individuals, whose expertise is often more relevant than that of theie
Northern counterparts. Whether it be in the area of research,
project development, implementation, or evaluation, the strong
bonds that have developed over the years between AID missions
and U.S. consultants must be loosened o allow Third World
institutions more control over the identification and selection of
cOnLaclons,

In this regard, the prominent role of U.S. universities, in
particular, must change, The Babb task force noted that the land-
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grant approach, promoted by Congress and AID, is an example of a
strategy that is uniquely American and not directly transferable. It
criticized U.S. universities for often being

merely "body shops* for AID projects without substantive
involvement in project formulation or sufficient concern with
providing the best personnel for implementation. At limes the
campus experts have concentrated more on strengthening their
own academic knowledge of development subjects rather than on
adapting and applying to LDC problems the knowledge they

alrcady possess.

The task force urged AID and the universities’. . . to adapt to the
process of helping LDCs find their own development paths” (Babb,
pp. V-7-8).

1.8, universities can effectively provide this assistance by
working collaboratively with Third Warld universities, research
institutes, and development organizations to upgrade prevailing
local and traditional methods and techniques and to assist in their
dissemination, adaptation, and application in other sites, The U.S.
academic community might also make a significant contribution 1o
development efforts within the United States by providing a vehide
for the *reverse” transfer of the many creative technologies and
methodologies employed at the local level overseas.

Over the past ten years, US. government studies have repeat-
edly recommended that full-time AID stzff, rather than U.S,
consultants, assume major responsibility for development assistance
functions, The Babb task force also emphasized that * , . project
design and implementation must be done by people who under-
stand (he problems of the poor and who can provide the proper
professional advice. AID needs . . . planness,” its report continued,
“with an ability to work with cultural, social, and economic systems
of developing countries® (Babb, p. IV-9). As the task force stressed,
these people should be located as close to the project sites as
circumstances pesmit.

Littde action on those measures has been taken by AID since
Babb submitted his task force's report 10 the AID Administrator in
1977, OTA rccently reported that AID's effectiveness in the Sahel is
constrained by internal factors that often render its contact with
beneficiaries and counterparts inadequate. "Cultural and linguistic
barriers, far beyond Prench language skills, face AID sufl and
contractors, . - . While dialog Is difficult enough at the leyel of
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national development agencies, the communication
the village level . . " (OTA, p. 102), s i

MMIMmAdeen,wmemmmbemmadcinuds
xesardinmccmyws.nsﬂm.ksencylmhbedmompeoplewho
havemdlndue?eamCo:paoerhavehadsimihrexpaienoc
living and working among the poor. There is no reason, however,
that such local-level experience (perhaps 2 minimum of one year)
should not become a requirement for employment with AID, Tens
of thousands of Americans now have such a background and thus
possess an understanding of Third World realities that others lack.
Indeed, entering the aid and development fields without an
extended hands-on experience is much like practicing medicine
without the benefit of a residency,

The stationing of AID personnel in provincial centers will, in
fact, far more likely attract individuals who have lived in poor
communities, These Americans can even be recruited lacally,
bringing firsthand knowledge of local conditions to the AID mission,
ﬁmhereducauoninspedﬂcwdmialmucouldbeprovidedby
AID, mkbwaapemmmwmolnlwandbmlamemﬁu
w?:}ﬂdhclptoteducthetdghcomfotwhidlmhuommbecn
criticized, of maintaining employees in the field. For those already
on AID suff. their relocation to provincial sites (and retraining
where n_ccessuy) would provide them with a critically important
mmmugmh;:mmohm Thase who do not

0 move $0 close to development process would leav
?pcnlngs for the "new blood" for wmc'!)lmMD observers have callece!
or years.

CONGRESSIONAL RESPONSIBILITIES

Beaused!efordmaidbllhomdmefcwundblehmdbdu
the principal foreign affairs committees have on intemational polk.yf
its passage has become a priority item. Similarly, the White House
is generally more concerned in the end with having a foreign aid
program, which it can use to advance its policies, than with many of
the specifics of the bill, The result is usually & series of compro-
mises reflected in legislation G, in fact, legislation can be passed)
that, in advancing both developmental and non-developmental
objectives, is fraught with inconsistencies and contradictions, Each
new amendment to the now mammoth Forelgn Assistance Act of
1961, either, depending upon one's viewpoint, clarifies AID's
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mandate or adds 1o the confusion,
Guy Gran, a leading world-systems analyst, captures this
problem in his review of AID's legislative mandate:

Following the paragraphs of participatory rhetoric in Section 102,
there are twelve principles enumerated which are supposed o be
applied to achieve the development objectives of the preceding
paragraphs. It is no wonder the Executive Branch is confused.
Some of the principles do not logically relate 1o the goals and, in
fact, would contribute 1o antithetical goals. In addition many of
the principles are mutually conflicting. An Executive Branch
official can find any policy guidance desired if he or she reads
long encugh. . . . [Alid legishation, misconceived or contradictory,
has created myriad opportunities for donor agency officials o
pursue whatever palicy Is convenieat (Gran, Development by

Pocple, pp. 47-49).

Furthermore, Gran explains, it Is clear to the executive branch that
Congress does not insist upon the application of some of the
principles. Nor does Congress explain either how 10 apply these
principles or how to translate its policy statement promoting
participatory development into the design, implementation, and
evaluation of projects (Gran, pp. 49-51).

Clearly, a pew Development Assistance Act is required that, in
addition to authorizing the creation of an autonomous bilateral aid
institution—the Administration for International Development—
defines its mandate in simple, short, and unambiguous terms.
Through this legislation Congress would, as mentioned earlier,
establish a policy framework within which AID would operate. It
would also exercise its oversight function and receive notification
and summaries of all projects supported, but it would not involve
itself in the review and approval of programs and projects. This
would be left to those more experienced within the new develop-
ment assistance administration, Congress would maintain, of
course, extensive and direct influence over the non-developmental
aid program that would be operated by the State Department. This
program would ideally take the form of an agency, as AID is at
present, and would be required to report to Congress as diligenty
as AID does wday, \

For all AID's reporting, Congress has not been able to effectively
exercise its oversight responsibilities, Committee and subcommittee
s1affs are too small, overburdened with other issues, and, for the
most part, inexperenced in hands-on aid and development work 10
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ensure that AID fully and faithfully follows its mandate. While the
General Accounting Office has been effective in monitoring some
aid flows, it has not, by and large, demonstrated a strong capacity in
the monitoring and assessment of support programs for participatory
development. The Office of Technology Assessment, on the other
hand, has demonstrated such a capability, but would have to
undergo some changes 1o enable it 1o play a more significant role in
this area. The upgrading of OTA's capacity and the establishment of
an aid oversight subcommittee in each house of Congress, staffed
with people experienced in participatory development, would help
to keep AID more accountable to the Third World poor and the US.
taxpayer until a new aid structure is established.

1. Congress should pass 2 Development Assistance Act,
authorizing the creation of an autonomous bilateral development
assistance institution known as the Administration for International
Development (AID). As an independent governmenl corporation,
the Administration would be structurally protected from day-to-day
political interference. Congress should define the new institution's
mandate in simple, unambiguous terms and establish a dear policy
framework, It should thereafter limit its involvement to
appropriations and oversight functions.

2. The Administration's mandate should be strictly
developmental in nature. Clarity of purpose and structural
independence would enable the new institution to make funding
decisions on a developmental rather than political basis, to
underwrite self-determined development processes, and o promote
long-term, sustainable development relevant to the needs and
circumstances of the poor.

3. The new Administration should have s board of directors
that is able to serve as an effective shield against politicization and
special interests, A nine-person board, elecied to six-year staggered
terms, would ideally consist of the presidents of three regional
development foundations and a new PVO foundation; a current and
former cabinet member (including a Secretary of State); two non-
governmental leaders, such as the head of an ecumenical church
bady and a university president; and a Third World representative
possessing U.5. citizenship who has worked directly with poor
communitics overseas, While the Presidant of the United States
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would nominate the board members, the board's chair should be
selected to a specified term by the board itself from among all the
board members, with the exception of the two cabinet officers, so as
ta ensure a development rather than foreign-policy focus by the
institution,

4. Aid for political and sccurity purposes should still be
provided, but it should be designated as such and kept separate
legislatively and administratively from development assistance. The
State Depariment should control and manage those Economic
Support Fund resources designated for non-developmental purposes
and should be prohibited from utilizing these funds to influence
development policy. AID should determine and control the
application of ESF development assistance money, as well as all
local currencies generated by the ESF program as loag as it is not
accountable to the State Department for their use, Rather than
continuing to Integrate military assistance, ESF, and development
assistance in a single foreign aid bill, Congress should allow the
development assistance program (o stand and be judged on its own.

S. AID should utilize a2 mixture of program and projec aid, It
should provide program assistance on a multi-year basis to those
governments and agencies thereof which have exhibited a
commitment to a form of development that directly involves and
benefits the poor and a capacity 1o promote it; these recipients
might be désignated *program® countries. This status should be
denied those countries whose govenments Congress determines 10
be human-rights violators, National-level policy changes leveraged
by the transfer of program aid for balance-of-payments and related
purposes should be informed by organizations representing the
poor, while local currencies generated by the sale of doliars should
be managed by those local Institutions that have incorporated the
poor in the design and implementation of development activities,

6. Those countries not designated as "program” countries
should receive project aid on an institution-by-institution basis. The
new bilateral aid institution should build upon the work of U.S,
PVOs and regional development foundations by supplying
significant financial support on relatively soft terms to effective local
NGOs as they evolve inte mature institutions. It should assist both
public- and private-sector institutions in accordance with thei
experience in participatory development and their capacity to
manage funds,

7. AID should select the most capable implementing
institutions from among all public and non-governmental
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organizations if project effectiveness is to be maximized. Where
national and local governments are not promoting equitable
development, the institutionzl choice should be made within the
non-governmental sector, if govemnment were 10 oppose this action,
AID should withhold funding from that country rather than invest in
a public institution that would use its assistance to perpetuate
inequities. Repressive governments on the left and right should be
refused aid, but support for NGOs in all countries should be
considered a viable option if they are free t0 serve their
constituencies, Those governments that refuse to permit AID to
operate in their countries should be denied political aid from the
State Department. Aid should be available to institutions in all Third
World countries, regardiess of the latters' income levels,

8. A government's efforts to narrow the wealth and income
gaps between the rich and the poor should be the pelncipal factor in
determining the allocation of bilateral aid funds to Third World
public institutions, Additional evidence of government concern for
the less privileged segments of the population are free-functioning
popular organizations. Furthermore, there should be evidence that
thase to be affected by programs and projects supported by U.S. aid
participate in their planning and implementation. These and reluted
standards should be stated explicitly as policy by the new AID.

9. As pans of a smaller and leaner AID, the planning and
support bureaus in Washington should be substantially reduced in
size and their activities severely circumscribed. No specific policies,
programs, or projects for implementation in the Third Wordd should
emanate from Washington, but instead should be developed in each
country mission or regiomal office, where local realities can inform
them, The main role of AID/Washington should be to assume a
responsive posture vis-3-vis the field missions within a broad policy
framewaork.

10. On each continent, AID should have regional offices, which
should be small and provide administrative and logistical support.
Their programmatic responsibilities should be limited to occasional
reviews of projects to ensure their consistency with AID's mandate.

11. AID's principal programmatic responsibility should be
centered in subregional, o¢ "duster” offices, established between the
reglonal and country offices. These intermediary structures would
group countries by their proximity and their ecological and
ethnological similarities. The proximity of the countries in each
cluster would offer staff a first-hand vies of virtually all projects and
facilitate the transfer of learning across national lines. In many
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cases, they would be responsible for secondary project and
programmatic reviews, as well as final determinations of funding
and funding policy. Technical expertise that cannot be afforded at
the mission level should reside in these offices.

12. Fach country mission should have a small core staff in the
capital, including people with a deep understanding of that
particular country. They should provide support when requested by
ﬁcldpersonnclandshwldseweonaproieamdewboard. Most of
the mission staff should be organized in small groups and based in
provincial centers, They should assess the legitimacy and
effectiveness of institutions, particularly those that do or could play
a role in national development programs, and build upon the
funding of smaller donors by providing support for endeavors
undenaken at a multi-village or regional level,

13. Prior local-level ficld experience should become a
requirement for employment at AID. The stationing of AID
pessonnel in provincial centers should attract individuals who have
lived in poor communities, Present staff willing 10 continue with the
new aid institution would gain critically important development

pectives through their relocation.

14. AID's field personnel should participate, along with
representatives from each country's popular organizations, in AID's
own program and policy planning sessions. This planning should
also incorporate well versed representatives from U.S. PVOs, ather
Northern NGOs, and U.S. regional foundations. With their
{nvolvement, AID could formulate country assistance plans based
upon projections of the capacity and needs of effecive development
institutions that might receive AID support,

15. The new AID should also call on these smaller Northern
organizations for assistance in establishing a participatory process
for formulating its positions for its "policy dialogue® with
government. Regular meetings should be facilitated with local
groups to elict their input.

16. AID's countsy budgets should be established on the basis of
its participatory planning process, and Congress should allow
unutilized funds to be carried forward from year to year,
Invesuments in large and ineffective government agencies should be
replaced with support for more democratic institutions in the 1
and non-governmental sectors, with the level of funding based u
their absarptive capacities. Such a funding shift, a streamlining of
AID, and the relocation of mission personnel should allow for
smaller AID budgets in the short to medium term,
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17. Gongress should eliminate the functional accounts to allow
the new aid organization to respond faithfully, rapidly, and
comprehensively o evolving needs and opportunities.  Until AID
attains an independent status and freedom from political
interference, however, minimum levels of expenditures should be
established in specific social and economic sectors, with sufficient
unearmarked monies left for purposes of fexibility in funding,

18. AID should also be freed, to the maximum extent possible,
from congressional mandates relating to the purchase of U.S. goods.
Preference should be given in the use of aid monies (o the purchise
of appropriate goods and services at relatively low prices in the aid-
receiving country and from other Third World countries. Aid should
be tied to the purchase of U.S. exports only where Northern
resources are required and the United States can offer a product that
is competitive in terms of price and relevance.

19. Preference should be given to the contracting of local
consultants and other Third World firms and individuals so as 1o
more consistently tap more relevant expertise, Third World
institutions should also be allowed greater control over the
identification and selection of contractors.  Similarly, U.S. universities
should assume a less direct role and should work collaboratively

with a range of local institutions in supporting, upgrading, and
drawing upon local knowledge and technigues,

20. Congress should establish aid oversight subcommittees in
each house and/or upgrade the oversight capabilities of the Office
of Technology Assessment 5o 35 10 hold AID more zccountable to
the poor and U.S, taxpayers until a new aid structure Is created,




FIVE
Foundations for
a New Aid Structure

As discussed in Chapter 4, the establishment of a restructured AID
as an independent public institution with its own governing body s
not without precedent in the U.S. development assistance
community, Late in 1969, Congress, frustrated by its inability 10
make AID responsive o the poor in Latin America, authorized the
creation of the Inter-American Social Development Institute (ISDD.
The Inter-American Foundation (IAF), as ISDI was renamed in 1972,
celebrated in 1986 fifteen years of operations, during which time iy
provided over 2,000 grants in suppon of the development activities
of some 1,700 non-governmental organizations in Latin America and
the Caribbean, The IAI"s success provided a model for the creation
of the African Development Foundation, which was established by
Congress in late 1980 and commenced operations in 1984,

The IAF has made significant contributions to the development
of poor communities, and the ADF, in its infancy, is beginning to do
the same. Just as important, their efforts, responsive as they are o
the undertakings of the poor themselves, represent to the people of
Latin America and Africa 2 respectful recognition, on the part of the
U.S, government, of their right, need, and capacity 1o define their
own development and forge the future course of their socicties. As
such, these regional foundations constitute a model upon which the
operations of the entire U.S, development assistance program should
be fashioned. At the same time, the work of these relatively small
tlsk-taking public funders to identify and strengthen local institutions
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should, ideally, be built upon by AID and other large aid
organizations.

‘The very existence of the JAF and ADF is a surprise to many
people in the Third World who did not believe that the United
States government could scparate its short-term foreign policy
interests from its support for development. ‘The founders of the two
institutions clearly understood that their independence from the
pursuit of non-developmental objectives depended upoa a structural
autonomy. The creators of the IAF had witnessed the failure of AID
to use the Alliance for Progress program to assist the organizations
of the poor, as well as AID's translation of Congress' Title IX
initiative into endeavors on the periphery of its mainstream
operations. They recognized that a congressional mandate to help
the poor would, in and of itself, have limited impact on an aid
institution that was not prolected from external pressures, Hence,
the establishment of ISDI (IAF) as a public corporation with its own
board of directors was essential.

FORGING INTER-AMERICAN FOUNDATION INDEPENDENCE

Yet, the provision of an independent structure and a developmental
mandate is not sufficient to ensure that a new institution will
faithfully pursue that mandate, much less achieve its objectives. The
IAF's founding legislation established a seven-person board of
directors of which four were 1o come from the private sector and
three from government. Although they were 10 serve staggered six-
year terms (o prevent politicization, there was no way to prevent the
White House from nominating a board (to be confirmed by the
Senate) that was dedicated 10 pursuing the Administration's foreign
policy agenda. To the credit of the Nixon Administration, it did not
do 50, As Robert Mashek relates in The Inter-American Foundation
in the Making, initial opposition from the Administration to ISDI and
efforts by the White House personnel office to name board
members on the basis of political patronage were overcome by
National Security Council (NSC) staff members (Mashek, Founda-
tion, pp. 21-23).

In the summer of 1970, the President nominated a board
seven Republicans to govern the new institution. What charac
terized the nominees far more than did their party affiliation,
however, was their commitment to the mandate and integrity of the
IAF, their familiarity with the context in which the Foundation
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would function, and, perhaps most impostantly, a recognition of the
limitations of their own knowledge. As people of stature and
integrity unmotivated by private gain or personal political advan-
tage, the original board members (and most of their successors)
took the responsibilities of their new unpaid positions seriously.
Led by its chair, Augustin Hart, Jr,, the board provided a framework
and a protective shield within which the management and stafl of
the IAF could focus on the problems of Latin America and the
Caribbean rather than those of Washington.

As important as the board was to the success of the Foundation,
the IAF would have struggled to assert its independence were it not
for its congressional sponsor, Rep. Dante Fascell. As chair of the
House Subcommittee on Inter-American Affairs, Fascell understood
from the beginning the nature and significance of this initiative
urged by his advisors, He adroitly forged bipartisan support for it,
repelled the Administration's efforts to thwart it, and secured $50
million in mulli-year public funding that would, in spite of
subsequent OMB Interventions, facilitate the Foundation's planning.
In addition, Fascell has not, from the IAF's inception, intervened in
its internal operations and has opposed all efforts to do 8¢ or 10 use
the Foundation 1o promote special interests,

The third critical factor in the Foundation's success was the
selection of its president. Aware of the limitations of their
knowledge of the field, desirous of identifying the best passible
person for the job, and committed ta preventing political
interference from the White House and other sources, the board
hired a management consultant firm to conduct a search for
candidates. In the end, the board chose Willtam Dyal, Jr., although
no board member had known of him previously and had made no
inquiries inta any political party affiliations he might have, This
selection was a reflection of the professionalism of the board and, as
the future would demonstrate, constituted a great leap towards the
fulfillment of the Foundation's mandate.

The board had taken several months to refine the new institu-
tion's mandate, select its chief executive officer, and establish a
framework for operations, It was time well spent  In May 1971, the
hoard officially set the policies and guidelines for the organization's
aperations. It commitied the IAF to supporting the change process
in the region within each country's cultural patterns and traditions
through the implementation of & program aimed at generating a
more equitable distribution of income and greater opportunity for
participation. The Foundaton would be responsive 1o the region's
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needs as perceived by its people and 2s evidenced by their actions,
rather than as defined by U.S, groups and individuals. Support
would be provided only to Latin American and Caribbean
autonomous non-governmental organizations, which would be
responsible for their relations with their governments. The IAF
would operate openly, but would not solicit government support or
approval of projecis or institutions,

The principal criterion for selecting projects would be their
probable effectiveness in fostering structural changes and institu-
tional development, and thus the IAF would respond to endeavors
with such promise rather than focus on particular sectors or
program categories. The board gave priority to Innovative social
development projcts and encouraged experimentation through
pilot projects. The Foundation would educae itself by evalua_dng
these endeavors and determining what lessons could be derived
from them. It would facilitate the flow of information among
projects 0 as to foster the replication and adaptation of projecs.

Mashek explained the significance of this unique board posture:

With these decisions, the 1SDI directorate radically altered the
terms by which governmental agencies dealt with their clienteles,
It put severe restraint on its own m t.hc“w‘Je power d”l‘::
accompanies the purse. It held the o
in funding. However, it decided 10 suppont programs planned by
others, along beoudly defined criteria, without interference in the
design or the implementation. ‘While other entities may have
to do the same, thelr criteria were 3o specific us 0 be
Impositional, 1SDI virtually foreswore the kind of programming
and planning by which 2 bureaucracy decides what it, and by
extension others, should do. ISDI's "program* was to be not sa
musch what #t was doing but what others, outside Its control, were
doing to build better lives for themselves (Mashek, p. 46).

STRUCTURING FOR RESPONSIVENESS
An organization dedicated to the support of parnicipatory develop-

ment and social change endeavors will be only as successful as its
staff is adroit at identifying and building confidences with

community groups and popular organizations, As the IAF was not *

in the business of creating its own program, it was fully dependent
on its project staff to provide the inputs for in-house analysis and
reviesv. More than a few people had warned that there simply were
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not enough viable local development organizations in Latin America
for the Foundation (o succeed in its mission. Most of these people
had never worked at the grassroots. The IAF hired people who had
such experience, people of sensitivity, and, most importantly,
decentralized responsibility to them, demonstrating a trust that
fostered risk taking and intensive, successful searches for creative
initiatives.

Dyal explained that, as incoming president of the Foundation,
% .. Thknew I wanted listeners, people who were open and could
identify with others . . . | wanted a balance between cultural
sensitivity and toughmindedness . . . people who could sit in the
ambassador's office in the moming and 1alk to him and who then
could get into 2 jeep or climb on 2 mule and in a few hours be in a
campesino’s house and be equally at home there* (Breslin,
Development and Dignity, p. 13).

The IAF became an exciting and creative workplace. That it has
remained so for so long and through an intense political trauma is in
good part due to the Foundation's original staffing pattern and
decisionmaking structure. Project staff traveled to the field on a
regular basis, as it continues to do, returning with proposals from
organizations with which they had become familiar. The proposals
were reviewed and discussed by the regional team, composed of
the IAF's representatives for the countries in 2 particular geographic
region, It was at this level that most of the decisions on funding
were made, because it was at this level that the Foundation's
greatest expertise on a particular grant resided. For a particulary
creative period during the IAFs earlier history & program direcior
reviewed most projects with the regional team in an effort 1o
enhance the consistency of decisionmaking and to achieve
breakthroughs in understanding about social change, Only funding
requests over a certain level were sent to the president and the
board for approval, who relinquished this responsibility as the
Foundatlon quickly matured.

Through the years the IAF has funded a wide array of initiatives
at the community, regional, and national levels, as it has sought to
engender a dynamic and an institutional base for constructive non-
violent change in the hemisphere. It has provided its grants to
organized groups, small and lasge, so that this basis for change will
be in place after project funding has expired. The IAF's grantees
have ranged from small groups of peasants involved in self-help
activity at the community level to national-level organizations that
provide support to many such Initiatives. The Foundation has
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jects backed by conservative businessmen and others
ampi:)eds pricsts whe:ebylhcy have left direction and control of
the development initiatives in the hands of the participants, The
fact that the IAF funded in Chile during both the Allende and
Pinochet years and in Nicaragua before and afier 1979 is a reflection
of both an absence of ideology from its funding and its appreciation
ofpcoples’mcdsmdwumunduallfmofgovemncm.

Nor has the Foundation given preference to any particular
sector or field of activity, Because it has understood that the
solutions to development problems must emerge from the pe9ple
themselves if meaningful change is 1o occur, the IAF has remained
responsive to them throughout its history while ignoring the latest
fashians in development continually defined by the aid establish-
ment. Similarly, it has understood that learning should be based not
ouexpedcnocslnspedﬂcseaoubotmh:ronlessomdnwnby
development organizations on the processes of development and
social change, institution building, and an appropriate role for
outside assistance,

The Foundation's respansive, respectful, and low-profile
approach and the quality of its funding has eamgd it the respect of
the people in the region and bipartisan support in Congress. This
support has been enhanced by the 1AF's relatively low overhead,
Bycommdnshmwhthcmmmmnm!mnﬂmins
its non-essential functions, it has been able to maintain its overhead
at between 10 and 20 percent of its overseas funding during

virtually its entire history.

THE DEFENSE OF AUTONOMY

This is not 1o say that the Foundation has not had its problems.
Parsicularly during the height of dictatorships in Latin America, it has
had 10 use all its skills in asserting its independence in funding.
Some U.S. ambassadors, accustomed to controlling all aspects of
U.S. public interaction on their tuef, have also challcnged‘ the
Foundation's independence. At home, it has had to fight its political
battles without the constituencies that other aid organizations hn.rc
cultivated through the use of the purse strings. nhn_tesewcd‘hns
funding for the poor in Latin America and the Caribbean d
expanded its funding base for a period of time by negotiating the
unconditional use of, and control over, lacal currency reflows from

Alliance for Progress loans.
Although It was not apparent at the time, the Foundation's most

Foundations for a New Aid Structure 57

serious problems began in 1978 when the Carter White House
named as the new board chair 1 Democrat formerly prominent in
the aid field. He, in trn, oversaw the seléction of a cleardy identi-
fiable Democrat as Foundation president in 1980. The new presi-
dent showed himself 1o be highly capable and did nothing himself
to politiciz¢ the Foundation. Yet, his appointment angered the
critics and enemies of the IAF and set 3 dangerous precedent that
would lead to his forced resignation three years later and plunge the
Foundation into crisis.

A major shoricoming in the IAF's board structure is that, with
three public-sector seats turning over with a change in Adminis-
trations, the White House could gain and exercise control of the
seven-person board within two years. By late 1983, the Reagan
White Heouse, lacking the intemal constraint present during the
Nixon years, had done just that The Reagan appointees on the
board, steadily increasing their majority, have spent the ensuing
years in an unsuccessful effort to tie the Foundation's funding into
the Administration’s foreign policy agenda,

Thete are several reasons for its failure to do 50, First, and
foremost, the Foundation staff, particulardy its project personnel,
have maintained a high level of professionalism and commitment
under the most trying of circumstances and have held the [AF to its
mandate, Second, supporters on the outside, including The
Development GAP, have, through Congress and the press, brought
pablic scrutiny o bear on the board's efforts, Finally, and perhaps
most significantly for this treatise, the very structure of the
Foundation has made it difficult for even its board to divert it from
its mandate. Unlike AID, whose lack of autonomy exposes it (o
non-developmental interests in this country which effectively dictate
from above the responses of its bureaucracy, the 1AF's operations
are driven by the inputs (i.c., participatory project proposals) that
enter from below, The responsive posture and decentralized
decisionmaking structure adopted by the Foundation at its inception
have reinforced this fundamental strength, Together, they make the
IAF an important model for other development assistance
institutions,

THE BIRTH OF THE AFRICAN DEVELOPMENT FOUNDATION

The success of the Inter-American Foundation and the potential
significance of a counterpart institution for Africa led the founders of
The Development GAP In the mid-1970s to explore the possibility of
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establishing such an organization. Iis significance fay both in the
impact that it could have among the poor in Africa and in the
second cornerstone that it would represent in the building of a more
respansive and relévant US. bilateral aid program. The Develop-
mmGAPMpeddmmmﬂmwuldmumseavehideforﬂm
education of policymakers about the transformations required in the
1S, aid structure. Just as importantly, a public institution that
supported what Africans were defining and doing for themselves
could help establish relationships of mutual respect and trust at 2
umewbendxepmﬁleoftthniledSumlnAﬁiambeﬂnnins
1o rise.
mhwlws.ﬂwMPmanevdopmemGAPinmchwnh
individuals in the long-term planning unit of AlD's Africa Bureau
who had been contemplating a similar initiative. Following
consultations, and with the subsequent encouragement of the Senate
Subcommittee on Foreign Assistance, The Development GAP took
mpondetyforu\edevdopmemdwconwptmdiumhﬁm
into a concrete reality, By 1977, legisiation had been produced
mandating the establishment of the African Development Foun-
dation, Dudnsdteﬂ:slhnlfofﬂxcyeu.d’tbﬂlmlnuodmdby
tives Don Bonker and Cardiss Collins and by Senators
Edward Kennedy and George McGovern.

In drafiing the bill with congressional and ATD colleagues, The
Development GAP drew upon the IAF's founding legislation,
remxememsinltsmmduemd:mbsequcmlybyiubomi.lwom
leamedfxomahalfdwmmrsoﬂAFopeuﬂmulexpuieme.md
the differing realities of the African development coniext ta shape a
clear and precise mandate for the new Foundation's leadership. In
so doing, care was taken to restrict ADF support 10 African
organlzaﬂons(memhndbeendelugedatmmnbqutm from
U.S. PVOs), specifically those that, as the legislation designated, are
‘tcpraenuﬁvcofmemcdsandupinmddwpoot. . " for the
principal purpose of fostering *. . . local development institutions
and the support of development efforts initiated by communities
themselves.* The legislation directed the ADF 10 " . - give priority
1o projects which community groups undertake to foster their own
development and in the initiation, design, implementation, and
evaluation of which there is the maximum feasible pmicipaﬂoQ of
the poor.”

In order to reduce the potential, exhibited in the case of the
IAF, for the politicization of the board of directors, the ADF
legislation authorized that two, rather than three, members of the
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seven-person board be officials of the government. As events
would subsequently demonstrate, even this arrangement is no
guaraniee against polilicization by the Administration that nominates
all seven members of the original board. With the exception of a
$250,000 per profect celling being placed on individual ADF grants
no substantive changes were made in the original legislation. While
opposing this restriction at the time, The Development GAP later

recognized its importance In lowe:
foshenis ring the political profile of the

BASIS FOR A NEW RELATIONSHIP IN AFRICA

To provide the substantive rationale for the legislation, The
Development GAP prepared and published a report during 1977
that was later reissued under the title of The African Development
Foundation: A New Institutional Approach to U.S. Foreign
Assistance (0 Africa. Unable to convince fundess of the importance
of consulting Africans on the ground about the need, nature, and
potential viability of the ADF, The Development GAP interviewed a
number of African ambassadors to the United States, among the
many people consulted for the study. 'Their unifarm enthusiasm for
l.hc_ proposal undermined the contention of ADF opponents that
African governments would not permit a public aid orgzanization to
operate independently in their countries. The short history of the
ADF in Africa has since demonstrated that governments, if kept
apprised by the ADF of its activities, are, in facy, appreciative of the
non-directive and sensitive funding posture of the Foundation.

The Development GAP report emphasized that any attempt to
establish mutually respectful relationships in Africa must:

(1) recognize the unparafleled diversity and transitional nature of
the present Afrkcan situation; (2) honesly represent, both in decd
and atttude, a recognition of the competence and responsibility of
the African people to determine . . . their own state of affairs;
and (3) entail . . . development assistance geared toward lhl;
search for authentically African models of development (O'Regan
et al., The African Deveiopment Foundation, p, 7). ’

"The importance of the self-development process in Africa,
report continued, p i it
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albhlwnbdedfmmumnuwhld:hbn;somnﬂ:
Insights of cur past experience Into the attermpt to upon
inherent strength, stability and competency of the African people,
Such initiatives must take shape as pant of a reorientation of our
Alrican development assistance programs—a reorlentation based
upon a number of underlying considerations of particular rele-
vance to that continent

First, we must place much grester emphasis on the processes
of social development, ie., on the develog of the h
resource and organizationsl capacities needed to understand,
adape, control, and carry out the economic and technical aspects
of development per se.

Second, we must greatly diversify both our approsch 10 the
delivery of assistance and the types of assistance offered so that
they correspond to the diversity of settings and approaches
encountered In self-development projects in Africa.

Third, we must directly reach and assist innovative and
forceful injtiatives and instituti hich will enh the self.
sustainment of indigenous development efforts.

And fourth, since we lack significant experience in this
approach to development In Africa, we must discover both the
diverse methods of self-development and the most suitable means
of supporting them. These discoveties can only come about
through an experimental "learn as you do' process and an
increasing awareness of our own ethnocentric values (O'Regan, et
al,, Foundation, pp. 16-17).

The ADF is now translating these words into reality, Its
approach, from the perspective of Africans, contrasts sharply and
refreshingly with the sometimes patronizing attitudes and style of
the aid establishment. These attitudes were reflected recently In the
Report of the Committee on African Development Sirategies, which
contended that "[tlhere is a new mood of realism in Africa—a
willingness 1o enter into a tough analysis of past mistakes and
present confusion, a sobriety that verges on humiliation.* Africans,
the report continues, "are looking, frequently Westward, for new
ideas® (Compact, p. 11).

Contrary to this claim and that of early skeptics that there were
few local organizations for an ADF to fund, the most innovative and
significant development ideas and activities have been emergi
from the local level and from a new generation of experienced a
dedicated young Africans. The ADF, like the responsive funders
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within the North American and European NGO communitics, is
supporting this creativity, and may find, as the IAF did when it
became well known across Latin America, that the very existence of
a supply of funds can stimulate new grassroots Initiatives and an
increased demand for those resources.

OBSTACLES TO THE RELATIONSHIP

Although the ADF has a natural constituency among the people of
Africa and its mandate s consistent with citizen preference in this
country for the provision of aid directly to the poor, it has not
received active support in the aid community or in policy centers.
The reasons for this reflect some of the deep-seated problems in the
development assistance field, problems encountered through the
years by the IAF as well When legislation appeared that reserved
all ADF grants for African development groups, few 1.5, PVOs
supported it despite the benefits it might offer their African
countesparts. Similarly, the sections of the bill that placed decisions
regarding procurement, techaical assistance, evaluations, and
research in the hands of grantees and other Africans, cost the ADF
an active constituency among cxporters, contractors, consulting
firms, universities, and other research institutes. OMB opposed it
because it could not see that it represented, in the long term, a
potential cut in aid rather than an increase. The State Department
did not wish to have a U.S. public institution in Africa that it could
not force to comply with its foreign policy agenda. AID quietly
opposed the creation of a new institution which reflected on its own
inability to deliver assistance to grassroots iniliatives.

In Congress the situation was somewhat different. Fears and
mistrust among different groups slowed the movement of the bill, as
did the absence of a large active lobby and the preoccupation of the
Senate Foreign Relations Committee with a series of major foreign
policy issues. Yet, the decentralized, low-cost, direct-aid approach
promised for the ADF, bolsiered by the track record of the IAF, was
appealing 1o congressional liberals and conservatives alike.
Through the efforts of Don Bonker, with the backing of Cardiss
Collins and her siaff, the ADF legislation gained support. This
support was adroilly broadened and galvanized by Rep. William
Gray 1l after he and Bonker reintroduced the bill in 1979, With a
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coalition of Democrats and Republicans behind it and with the
active support of the House Africa Subcommittee staff, the ADF
proposal became part of the 1981 foreign ald bill. With the passage
of the lauer in December 1980, Congress had authorized the
Foundation's establishment.

The process of winning congressional approval was long,
intense, and arduous, but the legislation had emerged unscathed,
‘Three more years were to pass, however, before the ADF became 2
reality, as the Reagan Administration altempied to prevent its
establishment, Twice the White House tried to rescind the
Foundation's entire appropriations and both times it was rebulffed by
Republicans and Democrats, By 1983, the still nonexistent ADF had
accumulated $4.5 million for future use. House members next had
to send a warning to AID to put an end to its programmatic plan-
ning for the ADF and to leave that function for its board of directors.
Finally, the White House delayed almost three years in nominating a
board. It Is clear that, given the absence of language in the ADF
legislation seiting a time frame for board nominations, those delays
might have lasted much longer were it not for the persistence of
some congressional members,

The White House did, In fact, finally nominate board members
in 1983, but it did so on a purely political basis, While Congress
could not prevent this, the Senate could have rejected the nomina-
tons. It did not do so, As a result, the ADF had a board whose five
private-sector members had virtuslly no Africa or Third World
development experience among them. Not recognizing this
limitation, bowing to political pressure, and rejecting advice to seek
professionai assistance in the search for a president, the board chose
for that position a person without aid, development, or managerizl
experience but with conservative Republican credentials. If the
White House had wanted the ADF 1o fail, it could not have chosen
better script. The sltuation Inside the Foundation quickly became
politicized and deteriorated rapidly, Finally, outside intervention to
force changes in the ADF leadership was required to save the
Foundation itself.

This experience reflects two unfortunaté realities. One is that
any given Administration, if it is intent on doing so, can quickly
politicize a new public ald organization, its sttutory autonomy
notwithstanding. Second, the creation of a truly independent
institution geared specifically to help the poor overseas and the
subsequent protection of that independence demand constant

vigilance.
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PROGRESS IN THE EARLY YEARS

While the IAF was a victim of politicization efforts at the same time
as was the ADF, the latter had not had the benefit of time in which
to establish itself. The IAF had built a strong internal structure and
decentralized systems of decisionmaking and had established
relationships with organizations throughout Latin America and the
Caribbean, The ADF had none of this in 1984 and thus was
extremely vulnerable, Furthermore, lacking the track record and
therefore the reputation of the IAF, the ADF did not have the broad
constituency in Congress that the IAF had built. The ADF continues
to face this situation today, and it will tike time and 2 low-key but
intensive effort to build up a record of high-quality funding in oeder
to generate the support that it needs,

The ADF has also suffered for its early funding experience,
With its first fiscal year virtually behind it before its internal crisis
could be resolved, the Foundation felt that it had to make some
rapid funding decisions in order to establish a measure of credibility,
It had to do so, however, without having done the groundwork that
has served the IAF well, Some of its early decisions reflected this.
Fortunately, however, the ADF had been appropriated most of its
funds on a "no-year” basis and thus could carry the unused partion
forward to the next fiscal year.

The second ADF president, Leonard Robinson, Jr., possessed the
experience that his peedecessor had lacked, and he quickly moved
to professionalize the organization, The Foundation has closely
followed its congressional mandate, responding to grassroots
development activity and supporting institution building in Africa,
while relying upon African expertise and rebuffing U.S. special
interests. The ADF is facilitating cross fertilization in learning among
its grantees and broadening the scope of its funding to encompass a
wider array of African-defined initiatives. To the extent that it
continues to expand its funding beyond strictly economic activities
and to assert its independence vis-d-vis the Stale Department and
AID, the ADF's credibility and significance In Africa will also
continue to increase, Unlike the IAF, it has taken the early step of
contricting local field staff, a decision that is probably more fitting
in the case of the ADF, given the development conditions and travel
demands in Africa. It would be consistent with the ADF's
philosophy for it to place a number of African grantees on its
advisory council, as suggested in its legislative mandate, Finally,
with its intenal systems in place, the ADF will have to reduce its
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non-program overhead costs if It is to live up to its billing a5 a
streamlined organization and expand its support base in Congress,

LESSONS LEARNED FOR ASIA

The TAF and ADF have encountered serious difficulties during their
histories, but both remain today the most effective official conduits
of development assistance 1o the poor that the United States has
ever had,  As risk-laking organizations, they have, indeed, made
mistakes in project selection and will continue to do so, but these
errors have also been a basis for leaming

Supporters of the IAF approach had used five years of Pounda-
tion operations, and lessons leamed from them, as arguments and
bases for the development of a counterpart for Africa. Now a dozen
more years have passed and, while the ADF experienced a difficult
birth and infancy, it has survived and has begun 10 establish itself in
Africa. Meanwhile, AID is moving away from project support and is
now further removed than ever from the local level. Even a new,
restructured, and autonomous aid administration would not be
geared to provide the type of quick, small-scale support that
regional foundations do. Clearly, 4 vehicle must be established that
can effect the transfer of this type of support to parts of the Third
World not served by the two existing foundations.

An Asian and Pacific Development Foundation (APDF) would
be such a vehicle. Sixty percent of all expenditures by international
NGOs has been made in Asia. ‘This reflects not only the need that
exists among the people of that continent but also the plethora of
effective non-governmental organizations that exist and operate
there, A relatively small share of that NGO involvement is Ameri-
can, however, and there is presently no public conduit for U.S,
assistance (o grassroots endeavors in Asia. A regional foundation
initiative for the continent is overdue, but those who take that
initiative have now a rich $tock of experience upon which to draw.

As has been discussed in this chapter, there are 2 lot of "dos*
and "don'ts® when It comes to establishing a new regional
foundation. Those invelved in the founding and operating of the
IAF and ADF have Ieamedwhanhmm.oﬁenmehndwny.%
are important sources of support that can be tapped; the creation
the ADF certainly would have taken a lot more wrong tums had it
not been for the advice provided by those involved with the IAF.
Nor should any attempt be made to create a foundation for Asia

Foundations for a New Atd Siructure 95

without the direct involvement of people who have an under-
standing, from first-hand experience, of local-level Asian

processes. To the extent possible, Asian organizations
working at that Jevel should also be consulted, as should U.S, and
other Northern NGOs working there.  Finally, an initiative 1o create
4 new institution should not be undertaken unless there are people
involved who are willing and able 1o work intensively over the long
haul, not only to ensure its creation but also to protect the integrity
of the concept, the legislation, and the foundation itself.

As discussed earlier, there 5 no way to ensure, except through
the Senate confirmation process, that a capable and professional
board of directors of a new Asia institution, or APDF, would be
named by the White House, The involvement of insiders with these
same qualities, such as those with the NSC at the time of the IAF's
creation, I8 critically important.  The President may make seven
political appointments and thus put the foundation in jeopardy at
the start. Any long-term damage can be minimized, however, by
limiting the number of government officials on the board. The irony
Is that the public-sector board members have not created the major
problems for the IAF and ADF. Their virtually automatic tumover,
however, when Administrations change, allows a President to name
a much higher percentage of board members than the drafters of the
TAF legislation had apparently envisaged.

The ADF legislation, framed with the benefit of reflection on the
tested strengths and weaknesses of its IAF counterpart, appears (o
have served the Foundation well through its early history. 1t should,
therefore, serve as 3 model and provide a framework for the
drafting of similar legislation for the APDF, Their general purpases,
objectives, and functions should be the same, as should the
restriction of funding and project-related decisionmaking to
organizations of the poor. The specifics of the bill should be
determined, however, by the development needs and capacities of
Asia.

At first glance, there is no reason to believe that a decentralized
internal decisionmaking structure would not serve an APDF well.
The length of travel time 0 Asia may necessitate the stationing of
US. field staff there, as the ADF has also considered. Care must be
taken, however, to ensure that these personnel do not become pan
of any clique in-country, a fear that formed the basis of the 1AF's
long-time operating style. The APDF should also be careful to not
overfund projects, a criticism sometimes directed at the Inter-
American Foundation during its history. As it gains experience in
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the field, the new foundation might want to consider providing
more [nstitutional support than project funding. While such support
is not a feature of IAF and ADF funding, some NGOs in Europe
have found this "partnership relationship with local organizations
they have come to know well in the South to be effective and better
suited to their grantees’ needs.

The three regional foundations should form the basis of a new
aid strucwure. (A fourth foundation, for the Middle East, might be
necessary, if it is determined that the APDF could not effectively
cover all of Asla without becoming a small bureaucracy.) By
fostering the growth of indigenous representative or facilitator
institutions, regional foundations help groups at the local level o
gain access lo appropriate assistance, As discussed earlier, these
intermediary organizations may develop the capacity to operate loan
funds perhaps capitalized by the foundations, and some, in fact, can
evolve into sophisticated institutions with efficient mechanisms for
the delivery of credits and other assistance to the local level.

Far closer communication between these foundations on the
one hand, and AID, as well as the multilateral development banks,
on the other, would enable the latter to provide larger-scale
appropriate funding to those organizations that the foundations
would help bring to their attention, At the same time, 2 regional
foundation would be in 2 position to cover at least part of the pre-
investment costs of important promotional, educational, or
organizational efforts, which some large donors find difficult to
cover through normal cost-recovery procedures. Furthermore, the
foundations would be in a position to improve large-donor access to
a variety of local sources of information znd development
knowledge that can significantly upgrade zid and development
planning. Such a consultative relationship would be a boon to the
large donars and, ultimately and most importantly, to the
organizations of the poor in need of access to appropriate levels
and forms of aid.

RECOMMENDATIONS

1. The Inter-American and African Development Foundati
should seek to improve upon their effectiveness and relationships
with grantees by continuing to decentralize decisionmaking to staff
closest 1o the field. They should also continue to build democratic
lmmdmanmwmsdlmmemcyapwmuummnl_mlqm

FPoundarions for @ New Atd Structure  §7

they fund.

2. The IAF and ADF should take steps to maintain or achieve
low-overhead, low-profile, field-focused operations that will
maximize their impact overséas and generate increased
congressional support.

3. The two regional foundations should refrain from defining
and focusing funding on any particular sector or type of
development activity. They should be fully responsive to the
creativity and self-help initiatives of the poor.

4. The boards of directors of the two foundations should
protect the institutions' independence and integrity and maintain a
hands-off pasture vis-a-vis internal decisionmaking,

5. A new Asian and Pacific Development Foundation should
be established to serve as a counterpart to the IAF and ADF, ‘The
APDF would fill a gap that currently exists in the official U.S, aid
structure by providing a vehicle for the transfer of public funds to
participatory local-level initiatives in Asia. The Middle East could be
the responsibility of the APDF or be covered by a fourth foundation,

6. An initiative 10 create a3 new institution requires a long-term,
intensive involvement and constant vigilance lo ensure that the
integrity of the concepl, the legislation, and the foundation is
preserved. Such an initiative should be informed by the experience
of those involved in the founding and operation of the IAF and
ADF, people wilh direct involvement at the local level in Asia,
representatives of Northern NGOs, and, foremost, Asian
organizations engaged in grassrools development worle.

7. The ADF legislative mandate should serve a5 a model for
similar legislation for a new APDF. The legistation should reserve
all projecs funding for Asian organizations that are engaged in or
promote participatory development activity, The specifics of the bill
should be shaped to correspond to the needs and realities of Asian
socicties, Funds should ideally be made available on a "no-year"
basis.

8. The APDF legislation should establish a time frame for the
nomination of a board of directors by the President. Tt should also
minimize the number of public-sector representatives on the board,
50 as lo prevent a large-scile tumover in seats with the change in
Administrations.

9. Supporters of the APDF in Congress and in the execulive
branch should press the White House 1o name people of experience
and integrity to the board. They should thereafter assist the board
in providing the Foundation with the protective shield that it may

require,
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10. The beard should establish the policy framework of the
APDF and hire, with extemal, independent, professional assistance,
1 president experienced in the field of Asian grassroots development.

11. The president should hire a staff with a similar field
background and establish a decentralized decisionmaking structure
featuring regional teams 1o facilitate creative Interaction and well
informed project reviews. The APDF might want to consider the
costs and benefits of placing staff in the field and/or contracting
Asians to assist staff on a regional basis.

12. The APDF should support the change process in the region
by being responsive (o the perceived nceds and development
activities of the poor and their organizations. It should provide
funding to organized groups 50 s to help engender a dynamic and
an institutional base for constructive, non-violent, seif-sustaining

13. The Foundation should take risks and should learn from
any mistakes made. [t should facilitate the transfer of learning
among grantees, and its own Jearning should be based on lessons
thus gained about the and vehicles of development and
sacial change, It should experiment more than the IAF and ADF
have done with the provision of institutional support, 1t should also
take care not to damage organizations through overfunding.

14, The APDF, as well as the IAF and ADF, should invite
representatives of grantee organizations to serve on its advisory
council in order 1o receive important perspectives and well informed
guidance on funding policy.

15. The work of the three regional foundations to identify and
strengthen local institutions should be built upen by AID and other
large aid organizations, The IAF, ADF, and APDF could also
identify sources of input that would significantly upgrade aid
planning and programming. This would require improved
communication and increased interest within AID and the
multilateral aid institutions in collaborating with effective non-

governmental institutions.

SIX
Enhancement of
the PVO Role

Private and voluntary organizations (PVOs) in the United States, like
their non-governmental counterpans in Europe and Canada and the
U.S. regional development foundations, have an important role to
play in building bases for social change in the Third World, They
are also well placed, as a result of their work at the grassroots level
overseas, to inform the US. public, program officials, and policy-
makers of the realities of life at that level and the impact, positive
and negative, of official assistance programs. Hence, they are
potentially important actors in a development assistance program
designed 10 serve the interests of the poor rather than those of the
more privileged sectors of society in both the United States and the
Third Woeld.

THE PVO RECORD

Over the past decade, Northern arganizations have played
an increasingly important role in the development assistance
process. In 1984, some 2,200 Northern NGOs utilized approx-
imately $4 billion in assisting an estimated 100 million people in the
Third World.  This represents more than a threefold increase in
expenditures since the mid-1970s, The NGO resource contribution
1o the total assistance effont now surpasses 10 percent of the com-
bined annual bilateral and multilateral foreign aid budgets of the
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OECD countries and nearly 20 percent of that total when the
services contributed by voluntary agencies are inciuded (van der
Heijden, Development fmpact, pp. 1-4; Smith, "U.S. and Canadian
PVOs,* p, 115).

Of equal note is the fact that governments and official mulii-
lateral sources have increased their suppaort to the voluntary
agencies tenfold over the same period. These contributions, which
today constitute about one-third of NGO budgets on average,
account for 4 to § percent of total Official Development Assistance
(van der Heijden, p. 2). There are many reasons for this increase in
officiz] interest in the non-governmental sector. Failures in the
development process across the Third World and on the part of
donors to get a handle on the problem of poverty, as well as the
need of the latter for an aid constituency in the North, certainly ex-
plain much of the interest. On the positive side, there has been a
recognition that voluntary agencies can reach and assist poor popu-
fations more effectively and efficiently than can the larger, more
bureaucratic aid institutions,

Able 1o work directly at the community level, which the larger
assistance agencies can reach only indirectly, these organizations are
in a position to ascertain local needs and priorities, base programs
on local inpul, transfer technical know-how appropriate 10 a given
setting, and organize or strengthen local institutions. At their best
they are responsive, familiar with local populations, supportive of
the truly poor, builders of self-reliance, flexible and innovative,
participatory throughout the project cycle, and as interested in the
long-term process of change as in immediate impact

In reality, the PVO record is uneven. While an official Finnish
evaluation, for example, concluded that aid channeled to and
through NGOs generally reaches those in need (van der Heijden, p.
14), a look at U.S. PVO projects indicates that many do not include
or benefit the poorest 40 percent of the population (Tendler, Turn-
ing Private Voluntary Organtizations, p. iv), Other reviews reveal
that the efforts of numerous organizations are not participatory
(particularly in the identification and planning processes), do not
sufficiently help organize and mobilize communities, are not
innovative, and may unintentionally favor relatively well-to-do
people by further skewing income distribution in project areas,
the other hand, administrative and managerial expenses are gener-
ally kept low, and the misuse of funds by recipient groups appears
o be rare (van der Heiiden, pp. 15-17; Smith, pp: 149-151), A de-
tailed breakdown by NGO type and country of origin would make
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such assessments more meaningful,

THE US. PYO COMMUNITY

Within the U.S. PVO community, there are many differences in style
and abjectives, as well as in performance. Ald analyst, Brian Smith,
in his examination of North American NGOs, categorizes U.S.
organizations as traditional disaster-aid agendies, technical-assistance
PVOs, and institution and network builders, Severz! of the larger
and older PVOs fall into the first category, as they address the
effects of poverty with traditional tools, such as food aid; some of
these, however, have been moving into other forms of development
cooperation as well, A second group encompasses a new
generation of smaller, mainly secular PYOs that emerged during the
19605 and 1970s and focus almost exclusively on the transfer of
technical resources and skills, The third category incorporates those
that build and strengthen private development institutions, as well
as community organizations and networks, while responding to the
needs and projects of the poor as the poor themselves define them
(Smith, pp. 117, 133).

While this shift in emphasis from relief to development has
taken place among PVOs in the United States since the post-war
peniod, in important respeats the style and attitudes of these organi-
zations have not changed significantly, Only the third group of
PVOs has come to view development as an essentially indigenous
process of self-definition, A number of church development
agencies and a few secular PVOs have maintained a consistent
record of support for locally organized initiatives, A measure of
support for community development and for individual capacity
building is provided by membess of the other two categories, but,
by and large, their approach remains one of defining the local
problem and solution (e.g, food aid, small-business assistance) and
then involving the institution intimately in program operations.

Through the 1980s, many U.S. PVOs have continued to operate
their own programs in the Third World, even in areas where con-
siderable development capacity exists. In this respect, they differ
fundamentally from most of their Buropean counterparnts. Increased
1.5, government funding of their projects has further stiffened re-
sistance (o a change in this posture, as many U.S. groups rély upan
these projects o generate the overhead needed to support their in-
stirutional expansion. Some have, Indeed, played an important role
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in building Indigenous non-governmental organizations, while
others have responded to the demands of people locally to run their
own show. But, if not as directive as they once were, there is still a
tendency on the part of many in the PVO community to control the
development decisionmaking process and to identify projects and
needs in the sectors and in the areas in which they have expertise,

Whether these activities and needs are, in fact, the priorities of
local populations, and whether the truly poor are actually benefiting
from the application of their assistance, often appear to be of sec-
ondary concerm to a lot of U.S. PVOS. Judith Tendler notes that
many of them do not differentiate very well among the residents of
poor communities, practicing as a resull their own version of trickle-
down development at the local level (Tendler, Turning Private
Voluntary Organizations, p. viD, Another zid analyst, Warren van
Wicklin, relates a similar view from his recent research in Central
America, where he found projects of a number of 11.S. PVOs, their
rhetoric notwithstanding, to be controlled by local elites. When
project decisionmaking is driven largely by financial concems, there
is little time or inclination for proper analysis within poor com.
munities. Projects become too large and poorly designed, and part-
nerships with local organizations can become strained.

Smith reflects upon the growing uneasiness among Third World
NGOs about what they sec as a lack of true collaboration with
North American counterpants who speak of partnership but continue
to make all the key decisions themselves. He quotes Tim Brodhead
of the North-South Institute in Canada, who, as former director of
Inter-Pares, the Canadian Council for International Cooperation, and
FuroAction-ACORD, brings an historical and in-depth perspective to
this evolving issue:

1 believe NGOs In the North Atlantic region are in the twilight of
their historical era. They began in the post~World War Il era to
bring money and resources overseas, and they encountered little
resistance or critical challenge in foreign countries. Now, how-
ever, the Third World is coming of age. They have their own
NGOs—and these nonprofit organizations are especially well
developed in Latin America. They want to be treated as more
equal partners . ., (Smith, p, 48),

N
On all three continents of the South, NGOs have been articu-
lating the outlines of such partnerships. Their challenge to the
North is that it relinquish control of the development process and
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support locally defined processes of change. This may well mean
the shifting of Northern NGO resources from atomized projects to
longer-term institution building, networking, analysis, and coordi-
nated social action. In some quarters an improved flow of infor-
mation between North and South is seen as necessary for relevant
local NGO development programming, Northern NGOs that can
respond positively to these priorities and that are willing to take
risks to help achieve common goals based on common values will
be considered true pantners. Brodhead, as well as many peopie in
the Third World, believe that such partnerships must include the
assumption of greater responsibility by PVOs for changing public
attitudes and the policies of governments and corporations in their
own countries, These themes will be discussed later in this chapter.

Meanwhile, Southern NGOs are puiting increasing emphasis on
South-South NGO cooperation, both within a given region and
across the Third World. Visits by stafl, exchanges of personnel, and
the transfer of technical expertise within the South are becoming
Third World priorities. The flow of information among these organi-
zations must also be facilitated. Those Northern organizations that
support these and other efforts to build links within the South will
be making 3 major contribution o their Southern partners.

PROBLEMS IN THE AID-PVO RELATIONSHIP

As has been implied, it has been the availability of large amounts of
public monies, the mechanisms and means through which they must
be accessed, and the dependencies that they create that have been
at the root of an evolving problem. The provision of Operational
Program Grants, Development Program Grants, Matching Grants,
and other public funds in the 1970s not only made many U.S. PVOs
increasingly reliant on AID, but also tended to cut some off from
their natural and original constituencies and broad-based support in
the United States and made many of them less responsive and less
accountable to the poor.

The erosion of PVO independence in the 1980s has been the
inevitable result of the significant expansion of PVO relationships
with AID during the 1970s and the subsequent rapid growth in PVO
budgets, stalf, and operations. In recent years this independence
has been further compromised as a result of decisions by PVOs to
package projects specifically for AID. (GAO, AID and Voluniary
Agencies, p, 43 AID's interest in having PVOs carry out programs
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on Its behalf also increased, particulady in countries in which the
Agency had no missions or in some way felt limited in its actions,
AID began to see US, PVOs as natural agents or extensions of its
own programming rather than as independent institutions,

The U.S. Congress has recognized this thréat to PVO inde-

. As pant of Section 123, added to the Forcign Assistance
Act in 1978, Congress stressed the importance of PVOs and co-
opealivesmdwamedagﬂnﬂﬁ:eirmpwmbhsmdr'privawmd
independent nature.* ‘Three years later, the Senate, in commitiee
report language, noted the tendency of AID to view PVOs *, . .
purely and simply as extensions of AID itself, not as development
agencies with their own distinctive traditions, relationships, and
styles® (GAO, AID and Voluntary Agencles, p.3). In its 1982 report
on the AID-PVO relationship, the General Accounting Office
observed that "[flinancial dependency has led some PVOs o focus
on what AID wants rather than independently identifying and
responding 1o needs through their own networks" (GAO, AID and
Voluntary Agencies, p.iii).

In short, by the early 1980s there was a very real fear and
danger that PYOs would Identify and address local development
problems with a declining reliance on input from Third World
NGOs and community groups, ’l"hepsumtemdosotuslnaeued
in the ensuing years. The AID Policy Paper on PVOs published in
1982 makes clear that all AID-financed programs must address the
priorities of Third World governments, priorities which in many
cases are, in fact, developed in conjunction with multilateral aid
institutions and bilateral donors, including AID, Hence, in order to
maintain access to AID funding, PVOs increasingly have to design
mokmmttmmmcmvdmﬂwmdcmbpnmnwdclm
than objectively assess needs and realities (Schmidt, et al,, Religlous
Private Voluntary Organizations),

Few PVOs protested, at Jeast publicly, when AID officials made
it clear at @ meeting in the spring of 1981 that, in retuen for its funds,
it expected political support for its budget in Congress and a
responsiveness 1o Its needs as they arose in particular countries.
‘Today it is not uncommon for AID to request that PVOs include a
specific component in their project proposals (for example, in an
area 1o which Congress has given priorily) in order to ensure
funding, even if the organization has had no previous experience
that field. The fact of government intervention was confirmed by
twenty of the twenty-four PVO representatives interviewed by Brian
Smith for his study; they indicated that the freedom of action of their
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organizations was impaired as a result of their acceptance of
government support. Thirteen of the twenty said that AID had

them on decisions regarding specific projects, and several
believed that political objectives of the State Department were the
cause of this pressure (Smith, p. 138).

Increasing government influence upan the operations of some
PVOs is not the only problem created by dependencies on public
resources, AID's overfunding of 2 number of groups has taxed their
management capabilities, changed their instinutiona! style, and made
them more bureaucratic and unresponsive to the expressed needs ol

the poor overseas. According to a study prepared by the Center of
Concern in 1981:

Thelr energies are channeled into home office improvement—the
acquisition of larger, more comfortable office space, more
sophisticated management procedures, and the further
accumulation of money, As these PVOs become more like AID In
size and structure, they acquire the characteristics of profes-
slonallsm—nhigh salaries, high overhead, and complicated technical
projects that may not be applicable in the ficld. They lose the
*voluntary* flavor and simple life style that made their work on the
grassyoots level so effective—and sought after by AID. The PVOs
begin to design proposals for projects that will absorb money . . .

In the process, the study concludes, PVOs often have *lost touch
with ‘Third World realities* (Schmidt et al., pp. 68-69).

Such an institutional style tends 1o breed a change in stafl
perspectives and has often yielded shifts 10 new leadership that has
little understanding of these realities. According to Smith, there is
great danger in the *, . . almost unperceived attitude of deference
for and even anticipation of, government wishes that has seeped
into the mentality of some PVO executives and staffs, especially in
the United States” (Smith, p. 157). These leaders talk of the need 1o
pursue AID money in order to survive, but institutional survival
takes on a rather odd meaning when it includes the need 1o protect
high salaries and to maintain what have become worldwide opers-
tons, Risk taking is the essence of change and development among
the poor, whether it takes the form of organizing for social advance-
ment or experimenting with new technologies, and it also is a
critical element in the extension of Northern assistance to such en-
deavors. High salarles, prestige positions, and fancy accommo-
dations discourage risk taking. Slowly but surely institutional
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integrity and msponsweness erode and the steady process of
increasing compromise unfolds
The Development GAP's dosc association with PVOs over the
years—through assessments of their work overseas, collaboration on
projects, and the chairing of two PVO consortia committees—has
brought it in contact with many dedicated professionals and
institutions. 1t has also made it possible to witness the growing
problems in some segments of the community. In 1982, The
Development GAP made some of its concerns known to a con-
gressional subcommittee that was exploring the issue of the role and

financing of voluntary agendies:

The expanded availability of AID money to U.5. PVOs in recent
years has contributed significant changes in much of the PVO
community, Many of these organizations have drawn on various
AID funds, enabling them to grow rapidly, both in terms of the
number of programs they have overseas and the size of program
and support stafls.  Similarly, many PVOs seck 10 move into new

ojects or new countries, not necessarily in response to the
priorities of local communities, but rather out of their own
institutional needs to have projects to carry out and to utilize the
panticular expertise they have developed, We need to know if the
genesis of a project to be funded s legitimate, if the poor who will
be affected sec the approach taken a5 being consistent with their
own goals and lifestyles, and if the intended beneficiaries are
themselves to control the project. PVOs can get down to this level
10 determine these maters. If they do not, they are giving up one
of their major advantages over the larger, more distant aid
agencies,

[Tio the extent that an expanded role for U.S. PVOs in our
bilateral aid program & supported without careful consideration of
the conditions of that involvement, a great disservice will be
rendered (0 the PVO community both here and in the developing
world. At this stage of our changing relationship with the peoples
of the Third World, we do not need the further politicization of
our aid program nor the propagation of more programs that are
imposed from above or designed in accordance with the objectives
of owsiders. Our goal must be 1o help develop, strengthen, and
assist non-governmental organizations overseas that represent or
respond to the needs of the poor, who often are neglected or
manipulated by public-sector entities, By agreeing to help camry
out AID, World Bank, and foreign government programs as a
condition of major funding, U.5. PVOs would be trading off
independence of action for their own financial growth and

W— -

Enhancement of the PYO Role 107

stability, In the long term, this would be in nobody's best interest
(D. Hellinger, testimony before the House [Appropriations]
Subcommiice on Forelgn Oporations, 13 May 1981),

The Center of Concern summarized the principal problems in
the PVO community in its 1981 swudy, It listed five major criticisms
of U.S. PVOs:

= Many will work in any country, no matter the conditions,
transferring & ready-made technical project
PVOs go where the money Is, leading to bad projeas and
often a negative impact on local populations
Few ask if the project was initiated by the recipient
community;
There is a growing lack of accountability to taxpayers,
Northern constituents, and the Third World poor
PVOs are not challenging one another or self-criticizing
(Schmidt et al)

The Center's first criticism relates to a phenomenon found far
more commonly in the United States than in other Northern coun-
tries, While there are numerous examples of U.S. PVOs, particularly
in the church community, that seck, as their primary institutional
goals, to support the emergence and expansion of indigenous
organizations and to respond to the self-determined priorities of
beneficiary groups, there are a steadily growing number of PVOs
that concentrate their efforts in sectoral arcas that are the conceptual
ceeations of the aid community, *Functionally specific organi-
zations," says Jorgen Lissner in his 1977 book on voluntary agencies,
‘are so absorbed by their panticular objectives that they lose sight of
the wider social context in which they exist; by singling out one
particular set of problems for treatment, they promote an
unfortunate compantmentalization of reality.” According to Lissner,
they *. . , offer 'one-dimensional' cures for highly complex

.o Quissner, The Politics of Altruism, p. 284),

This fack of commitment to the local definition of problems and
solutions on the part of a broad segment of the LS. PYO commu-
nity represents a significant obstacle to the establishment of a truly
effective development aid program, PVOs are not only best placed
among all LS, assistance organizations to build local development
support institutions where there e none in the Third World and to
provide appropriate technical assistance where requested, but they
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i tion to transmit their grassroots knowledge about
‘t}:;l:ove;:;:n::\?mdddpmmﬂwcmnmmwhjdw they
work to other assistance agencies and the general public in the
North. In order to have the major impact on the devclqpmcnl
process that many PVOs say they are seeking, these Institutions
need to strengthen local organizational structures overseas; educate
the large donors about alernative aid channels, and advise program
officers, policymakers, and the U.S. public about the effectiveness or
counterproductiveness of the programs and policies supporied by
these donors.

Without fundamental changes in the US, foreign assistance
structure, in the manner in which PVOs are supported, and in the
criteria upon which that support is provided, there is litle chance
that this responsibility will be taken on by many groups, Comment-
ing on the growing threat to the autonomy of many Northern NGOs,
Jan Pronk, then deputy secretary general of UNCTAD and former
head of the Dutch bilateral aid program, declared at a UN/NGO
conference in December 19682 that

corruption of NGOs will be the political game in the years
md-u;'d it s already being played today. . . . NGOs have
created a huge burcaucracy, employment s at stake, and contacts
in developing countrics are at stake. It will become impassible for
them to criticize governments for decreasing the quality of the
overall aid programme. NGOs will lose in the years ahead . . .
lherwﬂlbccmplcdinlhopwocs.mlbeywﬂlreocm
enough money for their own projects but the rest of the aid
meﬁlmﬁ«d’rwﬁ.wmdruﬂ.

Efforts 1o deal with these problems have been consistently
insufficient. The 20 percent rule, for example, which dictates that
PVOs must receive at least one-fifth of their funds froq: non-U.S.
government sources, is a step in the right direction, but it does not
g0 nearly far enough. Not only can AID exempt from the galcu-
fatlons those contributions it makes to PVOs for activities that it has
initiated for its own purposes, bul it is quite clear that it is difficult
for any organization to follow an independent path when
considerably more than half of its budget is financed from one
source. This is particularly so when that source s a U.S. govam-
ment agency linked to the State Department.
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CHARTING A NEW COURSE

Despite these shorcomings in the U.S. PVO community, some 115,
PVO and other Northern voluniary agencies can take pride in the
contribution they have made to the growth of the non-governmental
sector throughout the Third World. These organizations wark with
10,000 1o 20,000 Southern NGOs and, in goed part through them,
assist some 60 million people in Asia, 25 million in Latin America,
and 12 million in Africa (van der Heijden, p. 2). Some observers
have noted the significant impact Nosthern NGOs are beginning to
have in such countries as Burkina Faso and Bangladesh, where
collectively they are important donors in quantitative terms,
Economist Albert Hirschman, who visited projects supported in Latin
America by the Inter-American Foundation and PVOs, was struck by
the existence of “an impressive, loosely integrated network of
national and international (voluntary) organizations which, at the
level of any single Latin American country, performs important
functions of education, public health, housing improvement,
agricultural extension, development promotion of handicraft and
small business . . ." (Hirschman, Getting Ahead Collectively, pp.
92-93).

Sull, many PVOs are secking ways to "scale up* their activities
and/or in other ways to have a broader impact overseas. Some
point to the need for PVOs (o become more professional—io
improve their project planning, lessen their concentration on
discrete projects, work more in consortia as a way of providing
more comprehensive services, improve dissemination of their
learning and replicability of their projects, and, of course, strengthen
local NGOs—in order to have a *macro-impact” (van der Heijden,
pp. 10-16). Many of these agencies, in working in partnership with
Third World counterpans, have never seen grassroots projects as
ends in and of themselves. Rather, they have viewed and utilized
them as 8 means of supporting the development of community
awareness, cohesiveness, organizations, capacity, and dynamism to
stimulate self-sustaining change. Relatively recently, 2 number have
begun to tackle the problem of *projectitis® by establishing long-
term funding relationships with local institutions, in which the later
have greater freedom to suppost various activities within a broader
program after a mutual confidence has been established.

In more cases than not, however, the development situation on
the ground is exacerbated by government policies and donor-
supported programs that overwhelm and often destroy the positive
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effects of local initiatives. In a number of Third World countries,
national and local governments are (perhaps imperfectly und with
some difficulty) trying to respond to the aspirations of all their
people or are at least open 1o constructive input. In the vast major-
ity of cases, however, governments and the less privileged of their
citizens are at odds with each ather, the former being under the
control of local elites and/or the influence of foreign interests. The
larger assistance agencies become pan of the problem when they
ally themseives with these fatter two groups.

In an effort 1o make a greater difference in the development
equation, U.S. PVOs relate to these circumsiances and sets of
relationships in two very different ways, There are many that have
chosen to coosdinate further their activities with the programs of
these governments and donoss, not just in isolated instances, but as
a matter of policy in arder to raise their involvement to a different
level in these countries. It is disturbing that so many in the PVO
community have been calling for such arrangements without
sufficient analysis of the terms of the relationships or their
repercussions, Hendrick van der Heijden, in an otherwise
thoughtful picce on NGOs, calls for "enhancing complementarity
with teciplent government proj and closer collaboration
among the parties, as "{Uhis will belp in enlarging the macro impact
of NGO operations, and lead towards an overall increase in the
effectiveness of development assistance® (van der Heijden, pp. 13,
20).

Such thinking, which is unfortunately becoming more prevalent
in this country, is dangerous for the independence and long-term
survival of NGO operations. As others in the community contend,
what is in question is not whether one relates to government and
donor agencies—thal in many instances is now almost unavoidable
for PVOs and partner organizations—but, rather, the terms and the
forms of the relationships that are esiablished. Coordination with
government-controlled and -defined programs, in which PVOs can
make only marginal modifications (generally limited to technical
areas), will usually result in the further entrenchment of the status
quo. Government adoption and expansion of PVO programs
without the integral involvement of local groups in policy setting
and control will have a similar result, There are unfortunately
numerous instances of such an outcome, \

A good example of the limitations and dangers of this type of
coordination can be found in an AlD evaluation of a rural road-
building scheme in Sierra Leone. A large US. PVO received an AID
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grant 1o participate in the program along with that nation's govern-
ment, the World Bank, and two other external agencles. The impac
of the PVO's specific contribution, which induded the involvement
of villagers in road construction and maintenance, was seen o be
positive: improved educational and health facilities, greater access
to agricultural inputs and markets, and less political siting of the
road projeats. On the other hand, the new roads *. | | encouraged
a major shift from rice production for consumption within Sierra
Leone to the production of cocoa, oil palm, peanuts, and livestock
for export.  Villages served by [the] roads experienced more severe
rice shortages than did other villages* (Minear, *Reflections,* p. 26).

A positive reference by van der Heijden to a government of
Togo NGO suppon/liaison unit is parnicularly instructive.  Although
on the surface an apparently constructive mechanism to provide
NGOs working in rural areas with support from technical ministries
(van der Heijden, p. 20), this unit in fact posed a real threat 1o the
independence of in-country NGO activities. And when the World
Bank moved to establish an NGO coordinating body 1o facilitate an
experimental program of donor financing in Togo, the government
attempted (o seize on the opportunity to control all external funding
directed 1o NGOs in the country,

The alternative approach, pursued by many of the more
responsive voluntary agencles in Europe, Canada, and the United
States, has been to help local organizations leverage changes in their
countries related 1o the programs, policies, and Issues that affect
their constituencies. This is usually reflected in support for the
related long-term processes of institution building and empower-
ment. Leverage could be gained in the shorter term, however, were
the larger assistance agencies, through their support and direct
involvement, to legitimize the role of these local organizations in
development planning. The misguided programs and policies of
governments and large donors can no longer be left unaddressed by
NGOs. The latter cannot afford to confine their atiention to
grassrools projects while the bilateral lenders and the multilateral
development banks (MDBs) (nfuse their values, interests, and
perspectives—uninformed by grassroots knowledge—into policy
and program planning with govemment,

It is - more realistic to expect that US. PVOs would have greater
success and would expase their local counterpans to less risk if the
immediate targets of their interventions were AID and those MDBs
receiving LS. government support rather than Third World govern-
ments. In most cases, this approach will be effective, as these
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external agencies are currently using their influence upon govem-
ment programming, selection of implementing institutions, and
policy formulation to shape many Third World economies, A
reversal of roles is long overdue. PVOs have a responsibility to
direct these zid institutions, as the latter seek more effective
implementors of development projects and more relevant input for
policy formulation, to indigenous organizations representing the
interests of marginalized peoples. A joint PVO-AID initiative could
do much to facilitate a measure of popular participation in national
and local-level planning,

This is not to say that local-level and national governments
overseas cannot be lobbied directly by international and local NGOs
to make important changes in programming and policies. In a
recent paper, Thomas Dichter, a PVO project analyst, contends that,
with a professional approach and hard data, U.S. PVOs can success-
fully engage in policy dialogue with government. He demonstrates
through case studies that it is clearly preferable and more effective
that PVOs work in partnesship with local organizations to develop
the information and contacts required for a successful lobbying
effort (Dichter, Demystifying Policy Dialogue), pp. 5-7).

While the cases cited by Dichter relate to fairly narrow, though
important, changes in import, tax, and agricultural policy, PVOs
must also stand ready (o support their counterparts when the latter
find it necessary to address the critical structural issues that constrain
the advancement of their constituencies. PVOs have the responsi-
bility, particularly now that policy dialogue is in fashion, 1o
promote the viewpaints and interests that emerge from the local
level rather than only those that are consistent with U.S. official
policy or those limited primarily to their own institutional concerns.
The risks PVOs must take in this regard in relationship to AID and
future funding are no greater than those being assumed by project
beneficiaries every day.

U.S. PVOs can play an important role in constructing the
mechanisms discussed in Chapters 4 and 7 that would link AID and
other agencies 10 effective and representative NGOs in the Third
World. The efforts they have contributed to date to the maturation
process of these local organizations will have greater significance if
they can steer donor support away from unresponsive and
ineffective agencies and, with considerable care and sensilivity,
toward these more participatory and, hence, more relevant institu-
tions. Similar mechanisms can be used for channeling local
perspectives in a sysiematic fashion into donor programming and
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policy formulation decisions. In this regard, 2 prominent feature of
legislation on development assistance to Africa that was passed by
the House of Representatives in late 1987 is the requirement that
AID set up such a mechanism with the help of PVOs, the African
Development Foundation, and other intermediaries in every country
in which AID funds on that continent.

The proposition in the AID 1982 Policy Paper on private and
voluntary organizations (A.LD. Partnership, p. 3) that U.S. PVOs
participate in and contribute 10 AID's country programming process
(through thelr involvement in the preparation of the Country
Development Strategy Statements) has both grest potential and real
limitations. The emphasis in the plan is misplaced in two respects,
First, while U.S. groups should, indeed, be involved in making their
views known, their primary responsibility is to involve their Third
World counterparts in the process to the maximum extent
practicable. Second, while AID feels that it will profit from PVO
advice, it unfortunately places greater emphasis on the advantages
to be gained by PVOs from leaming of the principal programming
parameters in the country in which they are located and adjusting
their use of AID funds accordingly, AID was also concerned at first
that some PVOs would refuse to participate for fear of a loss of their
own credibility, while another potential problem, noted by the
GAO, was that of sectorally specific organizations distorting the
assessment of local needs in the pursuit of self-interest (GAO, AID
and Voluntary Agencies, p, 28). In the end, AID missions have not
made these links a priority, and there have been, according to AID,
only a few reported incidents of participation on the part of PVOs,
The enactment and enforcement of legislation is clearly required in
order to move AID to draw on the knowledge of local groups with
the help of U.S. organizations.

It is clear that a pew, public structure is required that would
allow and encourage those PVOs that are interested in government
support for their activities (o operate independently from AID, to
play an appropriate support role in the Third World, and to provide
a more enlightened basis upon which our policymakers and the
larger donoes can design assistance programs.  While PVOs must be
free from political interference in the receipt and use of their public
(and private) funds, there is also a pressing need to establish a
sound set of operational and project criteria for those utilizing these
monies.  This has been made critically important by the steady
erosion of standards in a broad segment of the PVO community,

Greater Independence among government-supported PVOs
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would also lengthen the rather short list of field-oriented organi-
zations in this country willing to contribute constructive critiques of
the U.S. foreign aid program, PVO stafl operating in paricular
countries should be in a position to make known their own and
local views of the overall AID program in those countries to the
local AID missions, while their home office should be able to
articulate a broader perspective, based on its more comprehensive
field knowledge, in programmatic and policy circles in Washington.

To date, the quality of our aid has suffered for lack of ongoing
independent appraisals of AID (and MDB) country programs. Larry
Minear, a prominent church agency representative in Washington,
reflecting upon the Sierra Leone road-building case, writes that
responsible advocacy on the part of the participating PYO would
have called into question the AID and Bank development strategy
involved, Even NGOs not operationally incorporated into a project
*. . . should be concemed about an export-cropping scheme which
under the guise of development exposed small farmers | . . 10 the
fluctuations of international commodity prices® (Minear, "Reflec-
tions," p. 31). There are far too few U.S. PVOs, however, that
attempt to analyze and address the critical domestic and
international obstacles to meaningful change.

Aid program officials, Congress, and the U.S. public would best
be served by different types of information. 1If PVOs were (o receive
government support from an independent public institution,
separate from the U.S, official bilateral aid program, perspectives
and information on problems relating to host-country palicies or
U.S. aid could be taken to AID for consideration without fear of
repercussions. The benefit of extending this advecacy role to the
halls of Congress or to other public forums would have 10 be
weighed, as a handful of U.S. PVOs do loday, against the potential
risks 1o the PVOs' status and relationships in host countries
overseas.

A FOUNDATION FOR PRIVATE AND VOLUNTARY COOPERATION

A PVO foundation, established along the lines of the Inter-American
and African Development Foundations, would be an appropriate
institutional mechanism for the underwriting of the casts of all thede
activities. In structure and operation it should zlso draw strongly
upon the Dutch and Norweglan models of government-NGO
relations. Two decades ago, the Dutch government incorporated
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four NGO mechanisms in a system Lo coordinate and publicly
finance the efforts of Protestant, Catholic, secular and, later,
humanist groups in Holland working in development overseas.
Although these institutions now also (in fact, primarily) fund Third
World organizations directly, they were initially utilized as
independent intermediaries, funding up to 75 percent of project
costs of Dutch groups meeting established criteria. A U.S.
Foundation for Privale and Voluntary Cooperation should operate as
a single-unit version of the original Dutch concept, as the regional
foundations could handle referrals of proposals that come directly
from Third World organizations.

Combined financing of both PVO and local counterpart costs in
joint activities should be an important element of the funding
program, however, to encourage an assistance, rather than manage-
ment, mode on the part of the participating U.S, organization.
Decreased PVO involvement in project activities would be expected
over time. To encourage local institution building and the phase-
out of PVO involvement, program grants should be extended 1o
those agencies that have demonstrated effectiveness in these areas.
More flexible, longer-term funding would allow these PVOs to
respond o requests for non-project assistance and to concentrate
theii activities in high-risk geographical areas that have little
institutional infrastructure, as they would no longer have to rely
heavily on individual projoct grants to finance their organizations,

Particular features of the Norwegian system should also be
applied, in some form, to both project and program funding. As
much as 100 percent of PVO and counterpart costs for project-
related feasibility studies, local planning, local staff training, and
evaluations might be covered by the foundation. A relatively
modest contribution to home-office administration should be made
10 keep institutional style modest, as well; the preference here is for
the payments to be made on a fixed, per-project, rather than
percentage, basis to discourage unnecessarily large projects. Once
effectiveness and commitment to local control have been established
by a PVO over a sustained period of time and the organization
qualifies for program aid, long-term support should be extended to
cover operational costs, including approved stafl’ positions for
overseas work.

The foundation should be staffed by people with extensive
work experience at the local Jevel in the Third Word and who are
able 1o undertake comprehensive analyses of the soceties in which
they work a5 4 basis for their programming, Like their regional
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foundation counterparts, they would travel to the field 10 assess
projects following the submission of proposals and as part of an
ongoing monitoring and evaluation process. Alternatively, regional
representatives could be located overseas to facilitate direct field
contacts by PVO stafl and the review of projects, In addition, they
would also take the opportunity (o consult with indigenous NGOs in
order to keep informed about local development needs, They
would complement that learning with regular exchanges with
regional foundation staff.

Such broad field exposure would also enable staff to play a
constructive role as an intermediary among PVOs and betsveen them
and local organizations, They should assume the potentially
important role, for instance, of recommending particular US. PVO
assistance 10 local organizations seeking help. The adoption of such
a process as foundation policy might help diminish the incidence of
PVOs creating project opportunities more out of their own need
than that of poor populations. At the same time, foundation staff
could encourage PVO collaboration to help overcome local
developmental obstacles that face indigenous NGOs but that cannot
be tackled by any one organization. Such action could include the
sharing of diverse institutional expertise, the bringing together of
atomized local groups, the building of local institutional and small-
scale physical infrastructure, and the enhancement of local NGO
access and capacity to Influence government program and policy
planning and implementation. PVOs working In the same country
or region might also be encouraged to integrate some of their
project review, training, and evaluation functions for the purposes of
learning and greater field effectiveness, The Ecumenical Working
Group on Africa, established in 1985 by six 1.5, religious PVQs, has
been exploring such relationships and support for some such
activities,

The instiution would make grants and Joans 1o U.S. PVOs and
local counterparts in accordance with strict criteria that siress the
local initiation of projects, the building of institutions, and the
devolution of management to local contral.  Without appropriate
funding criteria, established in the authorizing legislation, there is no
assurance that PVO Independence from AID would improve PVO
accountability, Political manipulation of the board, which has been
attempted in the cases of the regional foundations, or a growiny
influence of the PYO community over the goveming body, which is
not unlikely over time, could serve to soften funding criteria
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considerably. This has been the experience of the PVO funding
consortium, Private Agencies Collaborating Together (PACT), whose
U.S, member PVOs are potential grantees and aiso dominate its
board. Neither the staff nor a project selection committee has had
firm enough funding criteria with which to combat growing PVO
self-interest and the eventual encroachment of AID, which, as
PACT's vintually sole funder, has controlled the purse strings.

Hence, a minimum set of fixed project criteria, with strong
operational implications, must be established. The following are
suggested as a start

1. All project ideas should originate from local base groups or
from indigenous representative or support organizations that work
directly with poor communities.

2. In those cases in which there are no such groups or
institutions in 2 particular area or in cases in which .S, PVOs have
limited, sector-specific skills to offer, soliciting PVOs should
demonstrate that they have spent extensive time in consultation with
poor communities determining true needs before establishing their
own programs and should demonstrate commitment to bullding the
local institutions that can assume their role over time.

3. Projects should be designed to provide beneflis directly to
those with the least access to resources in the area in which the
projects are being implemented and should be equally responsive to
the needs, aspirations, and activities of all sub-groups in the
beneficiary population, particularly women.

4. Project support should be oriented to the strengthening of
local organizational capacity and community or group cohesiveness;
to the enhancement of beneficiary involvement in decisionmaking;
to increasing the leverage of local beneficiary groups to expand
their access 1o, and contral over, resources critical to their advance-
ment; and to helping these groups to restructure their economic and
social relationships with other groups in the population.

5. No less than 25 percent of project costs should be covered
by soliciting PVOs with funds from non-govermmental sources, and
project financing should not increase the foundation’s total
contribution to a PVO's annual program budget to over 50 percent
of that budger.

6, Soliciting agencies should submit 16 the foundation a general
plan for the devolution of project management to local partner
organizations or staff where and when capacity exists and for the
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phasing out of their own project involvement,

7. Salaries and working conditions of stalf and management of
agencies soliciting funds should be consistent with the nature of the
anti-poverty work of the PVO community, the principle of
narrowing the economic gap between the rich and the poor, and
the need (o establish equitable relationships with partner agencies.

These criteria are recommended with the knowledge that many
U.S. PVOs would have difficulty qualifying at first for project
support withaut undergoing substantial internal reform, Indeed, the
purpose of the criteria would be precisely to promote that reform,
and the foundation should have the wols with which to assist those
seeking federal funds to make the necessary modifications over
time. Tt is anticipated that a fair application of these or similar
criteria would bring about & meaningful and smooth transformation
in the PVO community over the long term toward greater
respensiveness and a more supportive posture vis-d-vis local
organizations,

As part of this process, the foundation should provide a forum
for in-depth discussions about important development issues and
PVO operations in particular countries, Foundation staff would be in
a position to stmulate the PVOs 1o analyze their own and one
another's respective programming, This would be a major
contribution on the part of the foundation, as today there is little
questioning of PVO approaches and performance within the
community. Ancther contribution would be the use of such a forum
for an interchange of views between U.S. and Third World NGOs,

A final function of 2 PVO foundation should be the encourage-
ment and financing of development education work by the
organizations whose field projects it funds, The focus of these
educational campaigns should be the development process overseas
and not the need for greater levels of aid. In fact, from the forum
discussions on development issues would ideally emerge an
awareness among the PVOs that their public treatment of the aid
Issue must educate Americans about the need for quality develop-
ment assistance, The 1.8, public has rarely been treated to a critical
analysis of the bilateral and multilateral aid programs by the very
organizations that work closest 1o the ground overseas. According
to Minear, "[gllobal educaton , . . involves a strong critique of
current economic and political arrangements, institutions, and
systems, both here and abroad® (Minear, *Reflections,® pp, 30-31),
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John Sommer, in his 1977 book on PVOs, stresses the responsi-
hility that ficld-based organizations have 1o educate the U.S. public:

It is because development i poliics, both at home and abroad,
that the need for citizen awareness is so urgent.  And it is because
the US. voluntary organizations are a5 familiar as any American
groups with the grass-roots realities of the Third World that their
role ts critical. Just as the past tendency to ignore political
considerations led to the failure of irlckle-down approaches to
ameliorate Third Woedd poverty, so teo will the fallure to realisti-
cally present development issues to the American constituency
perpetuate this sense of unreality and undermine, in the long run,
the agencies dibility in develog To the extent the
simplistic sad child image i promoted, the more likely is the U8
public to wonder why billions of dollass in past ald commiments
have not served to stem the tears. Rather, the public must be
honestly told the very long-term nature of the problem, the teal
impediments to change, and the modest—yet still potentiaily
rewarding—progress that has been and can be observed in many
areds.

He concluded with regret that PVOs were not more willing *. . . to
stand up and be counted on their principles, especially where
public education is crucial,”" and that "the American people are
sufficiently sophisticated o appreciate honesty when Lhe facts are
properly put before them" (Sommer, Beyond Charity, pp. 138-139),

Mare than a decade later, little has changed. Brian Smith
contrasts the difference today between Canadian and U.S. develop-
ment education efforts among field-based groups:

Ancther major difference between Canadian and .S, PVOs is how
they define their missions to their respective home populations.
Canadian PVOs, much more 50 than their U.S. counterparts, since
1968 have conskdered a large pan of thelr work to be educating
the Canadian public about the causes of underdevelopment
abroad and encouraging Canadians 10 support uctivities with
peoples in the Third World, including the establishment of
networks of communication, intercultural exchanges, and pressure
on governments. From 2 1o 20 percent of the tolal budget of
Canadisn PVOs supporting programs is now all dto
this education/advocacy function at home. . . . Moreover, the
Canadian International Development Agency (CIDAY—the foreign
ald arm of the Canadian government—through its Public
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Participation Program (initiated In 1971) now allocates nearly §6
million annuslly for development educstion by PVOs (as
compared to $1 million by AID) , , . (Smith, pp. 130-131).

Smith notes that only two of the fifteen U.S, groups he inter-
viewed in his survey had given attention to the type of development
education emphasized in Canada and in much of Europe. While the
greater open-mindedness of the official Canadian and European aid
agencies is a factor here, much of the blame for the poor showing
in this area must rest with U.S, PVOs themselves, A new founda-
tion, in developing criteria for the funding of development
education activities, should consider making some project financing
contingent on the execution of responsible educational work.

To achieve the purposes laid out here for a PVO foundation, the
institution must have a strong and capable board of private- and
public-sector Americans (appointed by the President) and a
mechanism for receiving Third World grassroots input and incorpo-
rating it in decisionmaking, As US. law prohibits non-U.S. citizens
from serving on the governing board of a public institution, it is
strongly recommended that an advisory council composed of
representatives of Third World NGOs be established, The board of
directors could and should also include Third Woreld representation,
preferably in the form of a former leader of a Third World NGO,
who has since become a U.S, cltizen, Four other pasitions should
be filled by representatives of the new bilateral aid administration
and the three regional foundations o ensure the transfer of learning,
A representative from the PVO community and an independent
citizen knowledgeable about development would complete a seven-
person board.

Alternatives to this model might include the establishment of a
PVO funding mechanism as a unit of a new, autonomous Adminis-
tration for International Development, A shortcoming of such a
structure would be that, while the new AID would be less wont o
politicize PVO financing than is AID today, some PVOs might still
feel compromised in their development policy and education work
by their dependency on AID for funding, A private foundation with
public funds constitutes another option, In all probability, however,

such a foundation would experience the same problems as has.

PACT, which was established on a similar basis. Left 1o PVOA 1o
establish, the foundation's board would likely reflect the interests of
the organizations seeking funds and thus compromise the
organization's objectivity.
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RECOMMENDATIONS

1, U.S. PVOs should support the emergence of indigenous
organizations and the priorities determined by beneficiary groups,
strengthen local organizational structures, educate the large donors
about alternative aid channels, and advise program officers,
policymakers, and the public in the United States of the effective-
ness or counterproductiveness of the programs and policies
supported by these donors,

2. PVOs should help steer large donor support away from
unresponsive and ineffective agencies and toward effective local
arganizations representing the interests of marginalized people.

3. PYOs should help establish mechanisms in Third World
countries for the purpose of channeling local perspectives in a
systematic fashion into the planning and policy formulation of AID
and other donor agencies, PVOs have a responsibility 10 help local
NGOs leverage changes in programs and policies that affect the
Tatter's constituencies in their réspedtive countries, A joint PVO-AID
initiative is required Lo fadilitate popular participation in national and
local-level planning,

4. There should be established a formal structure through
which PVOs would be encouraged to channel, to AID, field-based
information, perspectives, and concerns related 1o host-country
policies and U.S, assistance for purposes of monitoring and (m-
proving the quality of the bilateral program.

5. There should be established a new Foundation for Private
and Voluntary Cooperation that would enable and encourage those
PVOs that are interested in receiving government support for their
activities 1o operate independently of AID. The foundation should
be an independent government corporation, directed by a board
consisting of the presidents of the new bilateral aid administration
and the three regional foundations; a former head of a Third World
NGO who s now a US, cilizen; a representative of the US. PVO
community; and an independent citizen knowledgeable about
development, Additional Third World input would be ensured
through the establishment of an advisory council compased of
representatives of Third Word NGOs,

6. The foundation would make grants and loans for the
projects of U.S. PVOs and give priority in its financing to the joint
activities of PVOs and local counterpart organizations. An assistance
rather than management posture on the parnt of 1.8, groups would
thus be encouraged.  Proposals amiving direatly from ‘Third World
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organizations would be referred to the regional development
foundations, except in special circumstances,

7. The foundation should support only those PVO projects that
develop from the ideas of local organizations that assist poor
communities or, in cases in which such organizations do not exist,
from direct PVO consultations with poor communities. Soliciting
agencies should submit to the foundation a general plan for the
devolution of project control 1o their local staff or 1o local parner
organizations,

8, 'To receive support from the foundation, projects should
provide benefits directly (o those with the Jeast access 10 fesources,
enhance the control of the poar over their own development, and
strengthen the capacity of their organizations.

9. At least 25 percent of the costs of any submitted project
should be covered by contributions from private sources, and the
foundation should provide not more than 50 percent of the PVOs'
annual program budget The salaries and operating styles of the
PVOs receiving foundation support should be modest.

10. The foundation should assist PVOs seeking its funds to
make the necessary modifications over time so that they can satisfy
the proposed conditions more consistently and should belp the PVO
community (o adopt & more responsive and supportive posture vis.
a-vis local organizations.

11, To encourage local institution building and PVO phase-out,
program granis should be extended 1o those agencies that have
demonstrated effectiveness in these areas. More flexible, longer-
term funding would allow these PVOs to respond 1o requests for
non-project assistance and 1o focus thelr efforts on high-risk areas
that haye litde institutional infrastrucrure,

12, The foundation should cover as much as 100 percent of
PVO and counterpart costs for project-related feasibility studies,
local planning, local staff training, and evaluations.

13. The foundation should be staffed by people with extensive
experience working at the local level in the Third World, They
should travel to the field regularly to assess projects or be located
overseas 10 facilitate direct field contacts by PVO staff,

14. The foundation should play an intermediary role in
recommending particular U.S. PVO assistance to Third World
organizations seeking help and in encouraging PVO collaboration
for the purpose of addressing locally defined development
constaints beyond the capacity of individuzl PVO action, PVOs
working in the sime country or region might also be encouraged to
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integrate some of their project review, training, and evaluation
functions.

15. A forum should be established at the foundation for PVO
discussions of development issues and for PVO analyses of their
respective programming and operations, Meetings among U.S, and
Third World NGOs should also be arranged.

16. Development education efforts that address development
processes overseas, the quality of development assistance, and the
role of the United States in the Third World should be encouraged
and supported. Some project funding might be made contingent on
the establishment of such a program.
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Transforming
the World Bank u

As the World Bank headed into the 1980s, it prided itself on being 1‘
the enlightened leader of the development assistance community.
Its "poverty focus” was applauded in the mainstream media, where l
it was assumed that the Bank's pronouncements about the
participation of the "poorest of the poor” were reflected in its
assistance programming. As the decade approaches its close,
however, it is becoming clear not only that the Bank is more than
ever a bankers' bank, but that i1s record as an anti-poverty funder
has been greatly exaggerated.

In truth, the Bank has shown itself throughout its history o be
ill-equipped in orientation, structure, and operations (o support the
types of projects, programs, policies, and organizations that truly '
involve and benefit the poor. The International Bank for Recon-
struction and Development (IBRD), the original institution of what is
now the World Bank Group, was established in 1945, two decades
before the three regional development banks for Latin America,

Asia, and Africa were born. Its primary purpose was to facilitate the
flow of private capital 1o Europe and Third World nations, Although
it has acted more as a lender than as the guarantor that was
originally envisaged, its goal has always been to make countries
"safe” for foreign direct investment and *creditworthy” so as 1o
attract commercial bank lending. Forty years later, Third World
foreign debt totals approximately one trillion dollars, new bank |
lending has slowed 1o a trickle, and standards of living among the

» !|
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poar and working classes have plummeted.

The basic assumptions abou! the development process which
underlie Lhis failure have, contrary to common belief, changed little
since the Bank moved from a reconstruction to development
emphasis in the 19505. During that decade, the development of the
physical infrastructure necessary 1o increasingly tie Third World
borrowers o the woeld economy was emphasized. In addition, the
International Finance Corporation was established so that private
corporations could borrow from the World Bank Group without
government scrutiny.

After he assumed the presidency of the Bank in 1968, Robert
McNamara perpetuated and expanded this role for the Institution,
using the Bank as a conduit for the transfer of large amounts of
private capital 10 developing countries. Moving money appeared all
0o often to be more important than reaching the poor. Unlike his

, McNamara reacted to the persistent shortage of "good”
projects by first borrowing large amounts of funds and then
instructing his staff to find ways to spend them (van de laar, The
World Bank and the Poor, p. 225). lending targets were set for
cach country and region, and projects were sought 10 meet these
targets,

While McNamara did significantly increase funding in a number
of "social' sectors, such as agriculture, rural and urban development,
health, and education, traditional investments in infrastruciure
development also increased sharply under his management, as pan
of a 13-fold increase (fivefold in real terms) in Bank [inancing
between 1968 and 1981, As much as two-thirds of the lending of
the TBRD and of its sister institution, the International Development
Association (IDA), remained of a traditional natwre (Ayres, Banking
on the Poor, p. 215). As late as 1977 only 23 percent of the
commitments of the Bank and IDA were financing projects the
majority of whose benefits were intended to help poor populations
(Congressional Research Service, Towards an Assessment, p, 90).

Furthermore, at a time in history at which popular organizations
were emerging across the Third World, the Bank was woefully out
of touch with the people it was charged to assist. Mahbub ul Haq,
then director of Policy Planning and Program Review, candidly
acknowledged in the late 1970s that Y[wle all have yet 1o discover
how aliernative delivery systems can be devised to reach the podr
people and obtain their willing and enthusiastic cooperation”
(Hayter, The Croation of World Poversy, p. 91).

The Bank's primury commitment to the international financial
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community, the pressure upon it to loan money, and its lack of
contact with, and methodologies to reach and Involve, local
populations in good part explain why its actions and record have
fallen far short of the public image it has sought 1o project. Smaller-
scale, participatory projects that truly respond to local needs and
that can leave a foundation for ongoing development efforts have
stood little chance of gaining Bank suppon when the altemative has
been to spend tens of millions of dollars through large public and
private institutions. Despite the many references to popular
participation and grassrocts development and the funding of so-
called "new style” projects in the 1970s, the Bank continued to wark
through the same type of institutional channels in borrowing
countries: government agencies, development banks, and special
project units. It seemed 1o matter lule that most recipients of Bank
financing proved unable, or unwilling, 10 reach the poor segments
of the population and to gain their confidence. Nor did the fact that
a large number of projects implemented with Bank money were
cither slow to develop or developed into large-scale disasters
fundamentally alter the Bank's institutional selection. This major
problem in Bank operations continues 10 undercul its relevance (o
meaningful development.

By the same 1oken, Jocal participation has also been missing in
Bank project planning and design. The pressure to make loans and
the demands of the project cycle, as currently constituted, effectively
preclude the elicitation of local input in these stages of project
development. Without the views and priositles of “target® popula-
tions Incorporated in decisionmaking, Bank policies and
programming have always run the danger of being irrelevant, and
indeed counterproductive, 1o their inlerests.

While "new style® projects were showcased in the 1970s, the
real action was taking place in the area In which the Bank has
always been most effective: the molding of national development
strategics and policies, This was accomplished through the Bank's
use of its own capital and, perhaps more importantly in recent
years, through its role in certifying a country’s creditworthiness to
potential lenders in the private financial community. It may be that
during the McNamara era, when it lent on 2 more narrow project
basis than it does today, it was more difficult for the Bank to
leverage major macroeconomic changes, but the institution has, in
fact, wielded its power 1o shape national economies throughout its
histary.

Whether the emphasis is on ports or agriculture, on the public
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or privale sector, or on project or balance-of-payments lending, the
Banl’s economic orthodoxy and its place in the financial community
have consistently tied it to the same strategy: an expori-led
modermization that moves countries further into the international
economy, Such an approach has historically strengthened export
and import enclaves in Third World countries, rewarded those
interests with connections to the international business community,
and used scarce resources (e.g., land) and cheap labor to produce
for overseas markets. It has also forced the poor across much of the
Third World to create survival mechanisms to cope with their
increasing marginalization wrought by this process. Finally, this
strategy, given the high level of dependency on Northern markets
that it creates and the gross misjudgments of Bank and other
traditional economists regarding the terms of international trade at
the end of the 1970s, was a key factor in the creation of the current
international debt crisis.

By the end of his tenure, McNamara had begun to move the
Bank to deal more directly with the emerging problems connected
with this debt. In 1980, as the debt began to reach ominous
proportions, the first structural adjustment loans (SALS), totaling over
$500 million and representing about S percent of total loan commit-
ments of the Bank and 1DA, were made to five countries. These
Jloans were designed both to leverage major changes in national
macroeconomic policy and to provide governments with the foreign
exchange needed 1o pay off their Northern creditors, Under
McNamara's successor, A, W, Clausen, non-project lending increased
well beyand the level envisaged by the Bank's founders, who
specifically put 2 limit on balance-of-payments and program loans in
order to curtail irresponsible borrowing. And while new President
Barber Conable commented privately, upon assuming leadership of
the Bank in 1986, that he did not see the institution's major
responsibility as that of a central actor in the international debt
crisis, plans are underway (o virtually double Bank lending during
the second half of this decade. Much of that—an estimated 35 to 50
percent of the total—will be non-project, policy-based lending,
either in the form of SALs or broad sector credits.

THE FAILURES OF INAPPROPRIATE ASSISTANCE \
In a book sympathetic to the McNamara presidency, Robert Ayres

raises the question of who really benefited from the implementation
of Bank runil development projects, 2 mainstay of that era. He ciles
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Bank project officers who acknowledge that IBRD-supported
projects in northeast Brazil and all those carried out by the Bank of
Brazil throughout that country primarily assisted farmers with
relatively large holdings, as well as such special interests as the
textile industry, at the expense of the poor. A similar concern was
expressed by project officers about the first large-scale PIDER
project in Mexico. The Ingavi project in Bolivia also was plagued
by a number of major problems, including the deflection of benefits
away from the poor (Ayres, pp, 134-37),

Critics of the Bank's work in the Philippines offer similar
examples of distorted rural development projects supported in that
country. Internal Bank reports reveal that a number of projects
primarily benefited large landlords, medium-sized and large
commercial farmers, and foreign agribusiness. Agricultural credits,
channeled through national agricultural and development banks
serving the country's elite, wound up primarily in the hands of large
landholders. The Development Bank of the Philippines, for
instance, was acling #s an agent of large landed interests, according
to a Bank supervision report, at the same time that It was being
used as a Bank implementing agency for a project that was intended
for, but in the end did not assist, small landholders (Bello, et al,,
Development Debacle, pp. 45, 89).

Environmental organizations have been equally critical of Bank-
supported projects in Latin America, Asia, and Africa, The
Polonoroeste project in the Amazon area of Brazil and the
Transmigration project in Indonesia have been characierized as
ecological disasters that have badly hust indigenous populations, In
reference to the Brazil project and similar projects supported in Latin
America by the World Bank and the Inter-American Development
Bank, Bruce Rich of the Environmental Defense Fund writes that
"rlegrettably, the banks have done little 1o Investigate, preserve, and
utilize the knowledge of . . . native peoples. Instead, ill-conceived
agricultural projects have accelerated the destruction of sound
agricultural methods® (Rich, “The Multilateral Banks," pp. 692-693).

A Bank consultant on the Polonoroeste project, David Price,
testified in Congress that his experience at the Bank led him 10 ¥, . .
question the sincerity of that institution's commitment 1o safeguard
the welfare of people affected by the projects it supports.” He went
on 1o denounce the Bank for funding the project, because he felt
that the agencies thal were to implement it clearly had not
demonstrated competence, He accused the Bank of systematically
distorting his finclings and omitting from its repont his allegation that
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ane of the top officials of a key implementing agency had been
pasitively identified as a former political torturer (Rich, pp. 725-26).

Environmentalists have also pointed critically to other types of
Bank rural lending. They cite large-scale cattle projects in Latin
America that have accelerated deforestation, displaced small-scale
farmers, and contributed to a further concentration of land
ownership. Tobacco projects were also 2 major focus of the Bank
between 1974 and 1982, Attractive (o governments 25 4 dependable
source of revenue and export earnings, this cash crop has depleted
soil fertility, decreased food production, demanded expensive
imported fertilizers, and accelerated deforestation. “In Africa,” writes
Rich, "regional deforestation for tobacca curing has accelerated the
desertification on the entire continent” (Rich, pp. 690-700).

Unfortunately, history-—and the Bank-—appears ready to repeat
itself. For that reason, it is worth quoting Rich at length about the
future of agriculture, the environment, and mulilatera! development
bank lending in Africa;

Evidence of ecological and economic collapse in Africa and
elsewhere underscores the urgency of this need to reevaluate the
model of the development that the banks promote, The agri-
culture sector offers a compelling example of the need for change,
Most large-scale ecological deterioration in the developing
countries Is linked to the wide diffusion of capital-intensive,
export-oriented Green Revolution agricultural systems, These
systems, promoted by the banks, have caused the dissolution of
srall-farmer subsistence agriculture und the concentration of land
in the hands of fewer owners. As a consequence, farming of
ecologically marginal fands, such as ropical forests and fragile,
semi-desert areas, has increased.  Simult ly, the productivity
of the lands where poorer small farmers remain steadily declines,
as “increasing numbers of families try to extract a livelihood from
land that is diminishing in area and deteriorating in quality
because of the aver-use and Improper husbandry they are obliged
to practice for immediate survival® (see Susan George, Wi Fares the
Land, p. 51).

In its latest public report on Sub-Saharan Africa, the World
Bank identifics the “proliferation of non-viable projects® funded by
aid agencies as one of the roots of the region's current crists. . . .
The report Is silent on agricultural projects funded by the Bank
and other lenders, although agriculture has been the most
important sector for Bank lending in the region over the past
decade, The report emphasizes that future development assistance
in Sub-Saharan Africa must promote greatly increased agricultural
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exparts-and the policy reforms to facilkate these exports. It fails to
discuss, however, the possible connections among expor-otiented
agricubtural development, ecological deterioration, and decreasing
per-capita food production (Rich, pp. 739-40).

The support of inappropriate development policies, programs,
and institutions has not been limited to the rural sector. The Bank's
problems in urban projects in such places as Indonesia and the
Philippines are also indicative of the basic failings of the Bank
approach. Municipal authorities in the Indonesian cities of Jakarta
and Surabaya followed a basically top-down methodology in Bank-
supported slum upgrading projects, and the lack of local input and
participation resulted in poorly formulated physical plans,
inadequate maintenance of upgraded facilities, and problems for
uprooted residents in receiving compensation for the houses they
lost (Ayres, p. 188). In Manila, also in the mid-1970s, the Bank
helped create the National Housing Authority from existing
government housing agencies. The Authority proceeded to carry
out an urban-upgrading effort in the large Tondo slum area without
the participation of the residents. The relocation of some 4,500
squatter families to make room for international port facilities for
foreign firms, the revision of pre-martial law to require remaining
residents 10 pay substantially higher rents for their sites, and the
overall authoritarian processes of project planning and imple-
mentation led the residents and their community groups to focus
worldwide attention on the fiasco and thus slow down, though not
stop, the project process (Bello, pp. 110-117). According 1o a Bank
consultant, most of the residents simply wanted 1o know what was
being planned for their community,

Working within the Bank between 1976 and 1980, The
Development GAP learned firsthand about the conventional
institutional relationships that the Bank normally formed in the
housing, urban-upgrading, and income-generation sectors in Latin
America and, to a lesser extent, Africa. Project officers, even in the
then relatively progressive Urban Projects Department, typically
developed projects in conjunction with agencies that had neither
their roots in nor the trust of the communities in which these
projects would be implemented. Except for the occasional sodio-
economic survey of said communities, the Bank's mission teams
scldom drew their information and perspectives for project
identification snd design from the local populations that would
ultimately be affected.  Whether it be in utban development or other
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sectors, the Bank's country economic and sectoral analyses—the
bases upon which lending programs are developed and financial
allocations to specific sectors and projects are made—are rarely
informed by Jocal-level reality, centainly not by the perspectives and
priarities of the marginalized populations of the borrower countries,

INSTITUTIONAL WEAKNESSES

‘There are 4 number of factors that explain this critical institutional
weakness of the Bank, one which severely limits its relevance to the
lives of the world's poor. At one level, the Bank's primary
commitment {o international financial interests places it in a very
different world than the one in which the poor live, Likewise, the
conventional economic analysis it employs has linle room for the
type of information and perspectives gathered in urban slums and
rural villages. Bank staff, with relatively few exceptions, have had
limited, if any, village-level experience anywhere in the Third
World. They relate more comfortably to those countries' elites and
bureaucrats, with whom they generally establish professional
relationships, often at the expense of relevant development
programming at local levels,

Those at the Bank who understand and care about working
more closely with jocal populations face formidable obstacles. Aart
van de Laar, an employee in the 1970s, notes that the Bank's
increased lending volume, bureaucratization, and need for external
accountability and internal efficiency have induced widespread risk
avoidance within the institution (van de Laar, p. 252). Pressured (o
put together substantial loan packages with as few delays as
possible and caught between the Bank's internal hierarchy and the
inklings of reality they inevitably confront when overseas, project
officers usually shy away from innovation and deeper inquiry in the
field, According to a paper prepared for the Bank and based on
stafl interviews, "flicld reality gets left behind as 'packages' are put
together that will 'fly* at the Bank, The reporting process becomes
an exercise in packaging and selling. . . . One outcome of the
sanilizing process is that the Bank loses information about the ficld
and about practice in the field* (Mauingly, *Urban Practice in the
Bank' p. 11). \

The same paper points out that the " . . Bank has not done
particularly well in trying to understand the broader impacts of

development profects, The tendency is 1o evaluate projects in their
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own terms." More to the point, the paper contends that the
institution *. . , has not developed in its practice a really satisfactory
way of engaging the views of the locals” (Mauingly, p. 19), Others
at the Bank take this issue a step further;

To plan for the future one must understand the strength and pace
of the evolution of the historical cultural forces at work, . . . An
understanding of these forces leads to an Identification of the
major constraints and opportunities that will affect the choice and
design of a rural development project. No foreign team, even with
several missions and the ablest of program stafl, can adequately
sccomplish this task, Nor can the vested Interests of government
departments be totally relied upon o give an adequate perspective
of the alnts and opportunities for a rural development
program, Perhaps wider panicipation by the relevant sections of
the community likely to be affected by rural development or able
to contribute to it should be attempted at this stage, (Smith,
Lethem, and Thoolen, The Desigen of Organtzations, p. 34).

The strengthening of Bank control over the project development
process is seen by van de Laar as impeding ", , | creative and timely
reaction to the dynamics of grassroots organizations representing the
target groups which the Bank tries to reach” (van de Laar, p. 252).
Not surprisingly, risk taking is genecrally not rewarded when it
comes to identifying more direct channels to poor communities. Tt
has been in fact discouraged in recent years through the reduction
in the length of the identification phase of the project cycle. Hence,
in order 10 avoid delays and the risk of failures that can be laid
specifically at their feet, most project officers play it safe and retum
to the same implementing institutions that had been utilized
previously, According to van de Laar, *. . . the phenomenon that
‘one loan Jeads to another' through contacts that build up during
appraisal and negotiation and lead to the extension of others,
proves to be a major method by which the Bank bullds its project
pipelines” (van de Laar, p. 236).

It Is clear from visits to Bank-financed projects that inappro-
priate organizations are generally chosen to implement anti-poverty
projects. Projects meant lo serve poor artisans and women's
income-generation groups might be carried out, for example, by a
corrupt government housing bank or a development finance
company that had previously served only large and medium-sized
businesses. Due 1o inadequate outreach, institutional inefTiciency
and corruption, and the tendency to “rachet up® both the size of
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credits and the income level of the borrowers, such organizations
are rarely successful in extending loans 1o the poor. Often, in fact,
very few, if any, loans are made during extended periods, backing
up Bank disbursements and Increasing supervision costs, Ironically,
an additional reason why large, often inappropriate institutions are
sought as implementors by the Bank is that project officers are
pressured 1o commit large amounts of money according to a rigid
timetable.

Through the years, the Bank itself has recognized the short-
comings of the institutions that it has financed to carry out "poverty-
otiented” projects. Christopher Willoughby, the first director of the
Banlk's Operations Evaluation Department, acknowledged in 1977
*. . . that among the Bank's relative weaknesses, one might
mention its frequent difficulties in participating effectively at the
level of borrower's institutional arrangements, training, and staffing
issues" Yet, these issues, according to 4 former Bank staff member,
*are ofien at the core of the success (or lack of success) of develop-
ment projects.  They formed the main problem area for agricultural
projects old-style, and are recognized as a major problem for rural
development projects 'new-style! | | " (van de Laar, p.201).

Poor management, high staf turnover, cautious staff, political
interests, and poor interaction with project beneficiaries are cited as
common difficulties. Ayres, in his 1983 book on the Bank, pointed
to cozy relationships between Bank project officers and local
implementing officers as part of the problem (Ayres, p. 164).
Warren Baum, when he was vice-president of the Bank's Projects
Staff, wrote in 1978 that *felxperience indicates that insufficient
attention to the institutional aspects of a project leads to problems
during its implementation and operation." He went on to say that
the *. . . Bank has come 10 recognize the need for a continuing re-
examination of institutional arrangements, an openness o new ideas
.. .* (Baum, "The Project Cycle," p. 6). This need has continued 0
exist, however, 1o this day.

Bank insiders, examining the issue of (nstitutional selection in
1980, expressed the view that the key failure in this regard was still
the attempt to move too rapidly to the choice of an executing
institution, They concluded that *Inlot enough time is spent in
exploring and weighing alternatives and having those who will have

a role in implementing the final choice themselves suggest

alternatives® (Smith, Lethem, and Thoolen, p. 38). Emerging organi-
zation design concepts, they note, *. . . stress the need for people
to become involved in and committed 1o what they undertike in the
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community. , , . Organization design that stresses human resources
and community capability finds ways to increase the control of all
participants over their environments and gives them greater choice
of action consistent with their own motivations, perceptions, and
skills. Knowledge rather than resources becomes the key to
development” (Smith, Lethem, and Thoolen, p, 67).

‘The search for good projects and institutions to implement them
led the Bank for a number of years to create new entities, or project
units, in various countries, The use of these semi-autonomous
government agencies may have given the Bank greater control over
project execution, but it did liwle to influence or reform the line
agencies in the public bureaucracy and even less to increase public
participation in decisionmaking. It has been argued, In fact, that
the accountability of such units primarily to the Bank itsell
weakened the accountability of governments to their people, under-
mining democratic forces and processes. Curicusly, efficiency gains
were also unimpressive; project implementation often proceeded
even more slowly than under the national bureaucracy (van de Laar,
pp. 35, 145). The Bank has largely disbanded this approach, but its
experience does underscore the institution's long-standing
frustration with the performance of organizations that implement
Bank-supported projects,

AN ALTERNATIVE APPROACH

A logical alternative to these ineffective project implementors ase the
numerous organizations around the Third World, usually of 2 non-
governmental nature, that work directly with the poor in their own
communitics in a responsive manner, Many such institutions have
been supported and strengthened through the yeurs by smaller
donors and PVOs, as well as by some bilateral donors, and are in a
position to utilize harder credits and other forms of funding
effectively 1o assist their respective constituencies. The Bank, for
instance, building on the efforts of a local priest and the carly
support provided by the Inter-American Foundation and other small
funders, made two sequential loans in the mid-1970s to a housing
foundation in El Salvador supporting mutual-help housing among
the poor. These were subsequently cited as highly successful
projects, as they actually reached, involved, and aided the poor
populations that necded assistance,

Over a period of four years, The Development GAP worked




136 Aid for fust Development

frequently on a contractual basis with the Urban Projects Depart-
ment of the Bank for the purpose of further demonstrating how
institutions that work responsively, directly, and intensively with the
poorinuuelruwncomnmniliacanbcidenuﬂcdmdwppomdm
the design and implementation of projects, With the responsibility
for the income-generation components of urban projects in both
Latin America and Africa, The Development GAP selected the most
appropriate institutions—governmental and non-governmental—to
plmandemcmcmepmgmmsum;ddmmdmcneedsohhenw
disadvantaged segments of the populstion.

One of the cases in which The Development GAP identified an
NGO for these tasks was Nicaragua. In 1977 it chose a private non-
profit foundation to develop and execute the income-generation
component. The Somoza gevernment subsequently refused to
allow the foundation's participation and financing. The loan for the
endrepm)eawumuwmmdd.nndnalnhadmlbeennudein
late 1978 when open warfare commenced in Nicaragua.

When the war ended and the Sandinista government assumed
power In July 1979, virtually all of Nicaragua's major cities and
1owns were devastated, The govemment approached the Bank for
assistance in the reconstruction of its urban areas. The Develop-
memGAPmyvcnlhempomibﬂkytamcsmﬂl-salcemerpﬁse
rehabilitation program, one of three components in the new urban
project. It worked in Nicaragua with representatives of the
nationalized banking system and its special development fund, the
Ministry of Industry and Commerce, municipal government funias,
and community organizations in the design of a decentrilized
program that involved all of them actively in its implementation.
This project component, which was based on a successful model
provided by a Nicaraguan NGO, was a principal element in what a
subsequent Bank Project Completion Report called %, . , probably
one of the most effective urban projects supported by the Bank"
(World Bank, "Nicaragua Urban®). The significance of the entire
loan program lies in the positive correlation that is demonstrated
between project success and a constructive relationship between
government sgencies and local-level organizations,

n Guatemala, where such relatonships did not exist in 1979,
The Development GAP consulted with a handful of urban d
Guatemalan NGOs and cultivated Bank mission interest in su
poningacoalixionoh!mmwpslncmyingwlm]unpmoh
full urban program of housing, community upgrading, and income
generation.  Although the coalition did eventually develop into a
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formal NGO consortium, the project itself did not get off the ground
due to a diversion of energies toward saving a previous Bank-
financed project poorly implemented by an ineffectual government
bank. The Development GAP subsequently concentrated its efforts
on re-routing the loan fundy for that project’s income-generation
component (0 a private cooperative federation. The Bank's Project
Completion Report in 1984 praised the federation as *. , . well
organized, efficient, and dedicated to the development of iis
member cooperatives, and through them, to its members, most of
whom appear to be from the lower income group. . . . [The
component] demonstrated the feasibility of using dedicated non-
profit organizations . . . 1o help implement social and economic
programs" (World Bank, *Guatemala Urban Reconstruction").

This experimentation with non-governmental and other appro-
priate institutions was supported by the Urban Projects Depariment
because of the problems encountered elsewhere in highly volatile
urban areas. ‘There way at least tacit recognition that the financing
of inappropriate institutions (in all sectors of Bank work) had been
at the root of the lack of meaningful popular participation, the poor
project management (and sometimes official corruption), and the
economic and physical dislocations (Jand speculation, relocation of
populations, etc.) that often characterized Bank-financed projects.
The Development GAP was specifically asked 1o enter two major
urban slum areas in Cameroon, to look outward, and to find ways
and institutional mechanisms to deliver credit and other assistance 1o
those who had theretofore been left out of Bank-supported projects.
Qutright opposition within the Bank and a subsequent lack of
significant follow-through limited the implementation of The
Development GAP's recommendations in the Cameroon case, and
the overall support for this approach proved to be fleeting when the
top management of the Urban Projects Department changed in 1980
Attempts to take the issue to policy levels at the Bank also
subsequently failed.

PUBLIC RELATIONS OR AN INTEREST IN CHANGE?

For reasons discussed earlier, the Bank, as a bureaucratic institution
with various agenda, will not seek the participation of marginalized
populations without pressute being exerted from the outside and
mechanisms being created that facilitate that involvement. Only the
victims of Bank-supported projects, like those in the Manila slums,
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and organized Northern lobbying groups, such s a coalition of
environmental organizations in the United States, have been able to
exert that pressure. In response, the Bank has improved its rhetoric,
but, as the eénvironmentalists have found, talk and even the
establishment of internal guidelines mean little if the primary intent
is public relations (Rich, p. 712).

When the Bank launched a formal dialogue with Northern
NGOs in 1981, ostensibly 10 promote cooperation among the
parties, there was some expectation that this forum would stimulate
the incorporation of local participation in Bank-supported projects.
Bank officials subsequently acknowledged privately, however, that
the original intent of their institution's initiative was to develop a
iobbying constituency for IDA replenishments, Unfortunately, until
Tate 1987 the Bank continued 1o use the dialogue, which had been
joined by Southern NGOs, primarily for public relations purposes.
The Northern NGO members of the dialogue commillee allowed the
Bank (o set the agenda, and 2 number of the more skeptical non-
governmental groups, including a major Third World NGO, left the
committee out of frustration. No attempt was made to build on the
successes and leaming experiences of the 19705, As a result, the
committee has not had the respea of the broader NGO community
(particularly outside the United States) and it has not been taken
seriously by Bank operations staff—if, in fact, they have even heard
of it. The fact that the International Relations office rather than the
Operations office managed the Bank's participation in the dialogue
until the institution's 1987 rearganization made the discussions of
the committee largely irrelevant to the mainstream activities of that
institution,

Inn 1986, a Bank official who was involved in the dialogue
commented that:

by and large, actual efforts for increasing collaboration with
philanthropic and seif-help NGOs, as part of project preparation
and implementation, are still not systematic. A major reason for
this is the understandable tendency for hard-pressed project staff
to follow the beaten track and during 3 busy project preparation of
preappraisal mission not have the needed time for consultation
with borrowers and NGOs in having uselul NGO involvement in
the project cycle. Another reason is government fesistance to
NGO participation in projects, NGO involvement is also seen as
something difficu = . |

Taking this line of least resistance at the beginning of the
project eycle often results in serious peoblems  of peoject design
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and fack of community participation which arise duting project
mﬁnplmelmnw'm mdwrequheuu:t: resolve—often more time than

L wou ve Inv uring project preparation, |
Ncmmnﬂmw,m-mm:lwmmm instances
may facilitate the design and implementation of people-related
development projects, They sometimes uniquely represent the
viewpoint of the project beneficiaries, have close-to-the-ground
delivery systems, have Involvements that are sustained over time,
and ulue deeply committed 1o poverty efimination,

suggest that e time has come to make

to the OMS [Operational WDWMWWMW
to factor the NGO element Into the project cydle.  Specifically, we
should make it a requiroment for the preparation of ‘poople
targeted® type projects to include consideration of NGO collabo-
ration in project preparation and implementation up to the time of
issues/decision stage, A determination coukd be made at the time
of the preappraisal depanure meeting, based upon the available
data gathered during project n, as to whether NGO
Involvernent should be appraised and, If agreed, a final decision
taken at the dsues/decision meeting . . .

It is estimated that the additional time needed for this activity
would be on an average of one day cach during peoject
preparation (two missions), preappraisal and appraisal—a total of
an extra four days, This time would be more than offset by the
lower supervision requirements relative to mobilizing community
participation . . . (Churchill, "Involvement of NGOs,* pp. 1-2).

At the November 1987 meeting of the Bank-NGO committee,
the NGOs for the first time put forward 2 comprehensive agenda for
action, challenging a new team of Bank representatives to commit
its institution to a structured relationship with Third World NGOs at
regional and national levels. Southern NGOs stated their intent to
organize forums in their respective regions, to which they plan o
invite IBRD resident representatives and Bank officials from
Washington 1o discuss grassroots project and policy priorities. The
Bank will participate in these forums, and its representatives agreed
in principle that Bank mission teams and resident represeniatives
wouh:mconn;ll regularly and systematically with NGOs in its
economic and sector work and in its project, program, and
planning through NGO-established in-country mechanisms. ruwz
also agreed that NGOs on the committee would assist the Bank in
making changes in the OMS that would ensure the injection of NGO
input throughout the project cycle and in policy dislogue with
government, In addition, the Bank will explore other internal
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changes necessary to foster greater NGO involvement in Bank-
supported programs, and it will indicate (o governments the value
that it attaches to information and expertise drawn from NGOs and
#rassroots sources.

mha"l‘h‘c Bank and NGOs will demonstrate their interest in imple-
menting these arrangements through their actions in the months
ahead. For NGOs, including members of the broader community
not directly involved in the dialogue, ltisaquauonofwhetheffhe
work and risks involved in organizing themselves and collaborating
with the Bank are outweighed by the opportunity 10 alm Bank
programming and policy positions, and those of their own
governments. For the Bank, it will be a matter of hou.r tpuch
leverage its represéntatives on the NGO commitiee have within an
institution primarily committed to the imposition of economic
adjustment policies, which hit the poor particularly hard, in
borrower countries,

A REORIENTATION OF OPERATIONS

NGOs can provide the Bank with critically important resources.
Theyunbedxenank‘swmdowwanmmmnudounmkmw
and, through current relationships, cannot reach in a meaningful
way. The Bank needs to expand its knowledge base and diversify
its lending. It needs to build on what is emerging on the ground
mhenhanhnpoaeluowndevelopmemmhodoxymmughhrge-
scale entities and programs that do not incorporate the poor.
Northern NGOs can guide the Bank to local alternatives. Southern
NGOs can help provide those alternatives and, just as importantly,
inform Bank representatives about local conditions and problems.
They can also participate in program and policy planning to ensure
the relevance of that planning to their sespective constituencies,

As a first step in this direction, the World Bank (and the
regional development banks) needs to become more a people's
bank and less a government or bankers' institution. It will have 10
pluralize its lending by reaching down and responding to local
arganizations (public and non-governmental) that have bankable
projects. Strict development criteria should be applied to all
projcas;fomnostamnsthueaﬂuinmubetherequlmmha
the project beneficiaries be the country's poor and that they
participate actively in project identlfication, design, and imple-
mentation. Other criteria would emphasize environmental
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soundness, institution building, self-susiainment through local
control and management of longer-term aclivities, non-discrimi-
nation in beneficiary involvement, a broad distribution of benefits,
technical feasibility, and appropriate technological choice.

If these criteria were applied, much of the Bank's lending would
probably still be provided to government entities, particulardy to
those at the provincial and municipal levels. The difference would
be that these public entities would be compeling with more
grassroots-oriented organizations for funds, and they would thus be
forced to Improve their outreach, decisionmaking processes,
management, and overall effectiveness. At the moment, govern-
ments have little motivation to reform their Institutions, and in many
countries these agencies will agree to almost any Bank conditions,
without honest inlentions of execution, in order 10 secure funds and
the spoils that go with them,

This desire on the part of governments to maximize their acoess
to and control of Bank funds is largely responsible for the reluc-
tance 1o provide loan guarantees required for the Bank to lend to
non-governmental organizatons, In order to expand further the
opportunities for NGO involvement, the Bank's board of governors
should amend both the IBRD and IDA statules to permit the guaran-
tee of loans by official regional and private finandal institutions,

The Bank can be an important actor in a new assistance
paradigm because it is in a position to build upon the aid of
bilateral donors and PVOs and provide significant funds on
relatively hard terms to organizations that can effectively utilize and
manage them. It can in this way help build the capadity of Southem
NGOs that work with broad segments of the population and, in so
doing, enhance their legitimacy vis-d-vis government. Just as
important, it can provide more enlightened leadership in structural
adjustment and other policy-based lending by invalving the poor in
the Bank's policy analysis and then ensuring that national and
sectonl policies serve the interests of these populations.

The Bank’s recent reorganization affords it an opportunity to
make these significant contributions to the promotion of equitable
development.  While the reorganization was designed in part to cut
staff levels and to shilt senior vice presidents in order to please the
LS. Congress and the Reagan Administration, and in part to allow
the Regional vice presidents to select their own staff for their
respective Country and Technical Deparunents, the Bank's internal
restructuring has effeaively decentralized power and authority for
operational decisions to these Regional offices. This decentral-
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{zation can be used to increase the amount of local input into
decisions about both project and policy lending,

The principal reason, however, that the Bank was reorganized
was to improve its efficiency as it heads into an era of major
structural adjustment and sector lending. Personnel levels can be
reduced, as policy-based lending is less staff-intensive than project
work. Decentralization will enable the Bank to apply ¢conomic
adjustment measures more effectively, and it is likely that the
suﬁednsofmepoorwmlmcmifyasimuhol’mememcim(
application of these measures.

The Bank's experience, however, with adjustment lending is
already proving to be far less satisfactory than was initially claimed.
Not only are the attendant policy measures increasing the hardships
endured by the poor, but the economic performance of the
borrower countries is falling considerably short of the Bank's
expectations. As a result, some at the Bank have begun & search for
alternative approaches, To date, these alternatives have been
reformist in nature, They include the oeganization of compensatory
programs of food and social services for the poor and the
modification of austerity measures so that the burden of adjustment
is shared more fairly within Third World socictics. Options
incorporating more fundamental changes in Bank policy and
operations are clearly required.

The Bank must recognize that the decentralization of its
decisionmaking processes provides it and its project officess with
meoppomnltytobemoretespmnivemdlnnmﬂvcinmekﬁeld
work. Project officers must be seen as the point people, bringing
back to Washington relevant project proposals and local perspec-
tives that are then used as the bases for program and policy
planning, as well as for determining country and sector lending
levels. Rewards to personnel should be based upon their
demonstrated success in promoting popular involvement in projects
and on the projects' performance and long-term sustainability (Jower
supervision costs is one indicator), rather than on their demon-

mmdabimytoalloalclargeamwm;dmoneyupidlyupmof
a central plan.

While the project cycle itself should remain as compact as
possible, the Bank's identification and preparation missions sh
be lengthened to permit more comprehensive contact with 1
organizations, initiatives, and Ideas. Shorter and less frequent
supervision trips would be one of the beneficial results. With time,
the absorptive capacity of good implementing institutions will grow.
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For now, the pressure to spend current funds, much less the
Increase that Is envisaged through 1990, is destructive to a meaning.
ful assistance program,

Al the same time, the Bank, like most other large official
assistance agencies, needs (0 establish and/or utilize mechanisms for
relating 1o non-governmental and other appropriale organizations in
the Third World. While dealings with NGOs are currently coord-
inated in a unit within the Bank's Policy, Planning, and Research
(PPR) office under knowledgeable and committed leadesship, real
action will only take place in this area when NGO relations are also
institutionalized within the Operations and Regional offices and
reflected in the projeca cycle.

Women's issues require the same serious operational treatment.
In the mid-1980's, after ten years of research, review, and "experi-
mentation,” the Women in Development policy office was still
speaking of turning study into action, Environmental concermns have
been accorded greater attention due to the effective advocacy
campaign waged by U.S. and Third World environmental organi-
zations, Time will tell if the Bank keeps its pledge to create some
fifty environmental positions in Operations and PPR offices and fills
them with qualified people. The Bank, in order to be responsive 10
these concerns and promote more relevant and sustainable
development, should establish units within each Region that would
have the responsibility for ensuring that (1) projects and program
planning are based upon local input and the capacity of responsive
institutions; (2) equal support is provided to the activities in which
women are involved; and (3) projects are environmentally sound
and regenerative, Upgrading of Bank stafl, particularly at the level
ofompm)cctaﬂhcr. would be required for the achicvement of these
goals,
Under the auspices of the Bank-NGO committee, regional
consultations will be held between the Bank and a broad range of
indigenous NGOs 1o establish mechanisms for ongaing consultations
within each country. These mechanisms could be complemented
by a relatively small, inexpensive NGO unit in Washington with
which Bank project officers would confer on a regular basis, While
professional responsibility would preclude Northern NGOs from
providing lists of their partners in the South (as is often requested),
the unit could, vpon a serious request from 2 project officer, identify
through the NGO netwark those effective and legitimate groups in a
particular country and sector that could participate in the design and
implementation of a Bank-supported project, (This would be
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particularly useful in the cases of those counties in which no local
consultative mechanisms were established,) The appropriate
contacts would be made before the arrival of the Bank team in
order to determine the local NGO’ interest and to establish a level
of trust among the parties. The Bank officials, on their part, would
have to consult seriously with these organizations, give them careful
consideration as executing agencies, and report back to the NGO
unit on the outcome of their trips,

As mentioned earlier, work of the nature that The Development
GAP carried out for Urban Projects in the late 1970s is not without
its difficulties and challenges. These range from providing the
necessary assurances 10 local groups to helping them organize
themselves and follow Bank guidelines; from dealing tactfully with
focal government to working within the pressures of the Bank
project cycle; from dealing with structural constraints on overseas
missions to facing opposition from other Bank offices upon return,
Yet, it is possible to work successfully in such an environment. The
Development GAP's leaming about successful methodologies in this
area—i.e., how to involye Third World NGOs in Bank-supported
projecis—is presented in Appendix B. If such work were to
become a4 matter of approved Bank policy—and ideally a priority
within the institution—and appropriate NGO consullative mecha-
nisms were established, most of the obstacles fading a project officer
would be removed.

Constructive and structured relationships with NGOs would
allow the Bank the advantage of learning firsthand about the milieu
in which the poor live and enable it ta receive feedback on the
projects and programs that it is funding. Staff could be rewarded foe
visiting local communities, projects, and organizations in order to
bring fresh perspectives and options into the institution. Northem
NGOs could facilitate this contact. Conversely, if the Bank Is
seripusly concerned about popular patticipation and the impact of
its work on the poor, it should provide Institutional support, in
conjunction with other funders, 10 local NGOs 1o monitor Bank-
supported projects in their respective countries, This would
constitute a highly relevant and relatively inexpensive vehicle for
project oversight and would significantly assist the Bank in the
future selection of implementing agencies. mvolvememinlhem‘::
itoring of Bank-supported projects would also enhance 1
analytical abilities and hence the quality and relevance of the pro-
gramming of the participating NGOs, while a diversified funding
base for these activities would reduce the risk of co-optation.
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The half-dozen recommendations discussed above, if imple-
mented, would place the Bank for the first time in a position to
execute 3 lending program that is both relevant and beneficial to the
poor. Project officers would be guided by NGOs and other aid
institutions, including some bilateral agencies, to the most represen-
tative and effective organizations that have matred-—or, in the case
of some public-sector organizations, reoriented or reformed
themselves—to the point of being able to effectively absorb and
utilize Bank credit. Large-scale programs carried out by capable
public entities would benefit from the involvement of popular
organizations throughout the project cycle, from project identi-
fication and planning to monitoring and evaluation.

A REDIRECTION OF IDA RESOURCES
The problem stll remains, however, that the terms of IBRD lending

often preciude the involvement of the truly poor in project activities,
When the International Administration was established

in 1960, some argued that its highly subsidized and long-term credits
should be used for non-revenue-producing projects in a wide

spectrum of countries. In fac, a report at the time by the Bank's
executive directors called for the funding of high-priority activities
even if they were not directly productive. Purthermore, there was
no absolute bar in the Articles of Agreement against lending to
higher-income countries (World Bank, D4 in Retraspect, pp. 4, 7).
If such a course had been followed, the world's poor and their
activities would have been more frequent beneficiaries of IDA
financing than they have been (o daie.

In practice, however, IDA from the beginning has lent to the
poorest countries—nol necessarily to the world's poorest people,
Through 1982, half of IDA's lending had gone into basic infra-
structure (energy, transportation, communications, etc.), industry,
and non-project activity, The great bulk of the other half has been
directed to the agricultural and rural development sectors (DA, p.
Su(‘)e).whhuebu\eﬂu.uwchzveuen.mtmrﬂyacwmw

poor,

The reason for the original decision to direct IDA credits to poor
countries, without regard to the income level of the actual
beneficiaries, was 4 financial one. Al the time of IDA's founding,
the IBRD, with only closeto-commercial rates to offer its borrowers,
needed a subsidy arm to allow It 1o continue to lend to a growing
number of low-income, *problem® countries, according to Robort
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Asher and Edward Mason, semi-official Bank histordans. More
specifically, IDA was created and folded into the World Bank's
operations because the loss of creditworthiness of two such
couniries, India and Pakistan, was threatening the relevance of the
IBRD in the international financial community (Payer, The World
Bank: A Crifical Analysts, p. 32,

In the 1980s, the problems of debt repayment and country
creditworthiness have spread across the Third World, and the poor
have taken the full brunt of the adjustments. Under the
circumstances, it is difficult to accept the allocation of scarce 1IDA
resources—essentially non-interest bearing, long-term money raised
directly from Northern taxpayers—io projects that have a higher
economic rate of retumn than do audited IBRD projects. As of 1982,
the average quantificd rate of return on 183 completed 1DA projects
was approximately 20 percent (IDA, p. 61).

IDA funds would best be utilized 10 maintain and improve
important education, health, and other services that reach the poor
and, just as importantly, to support the poor's own social-sector
activities and to involve these populations in the productive
activitles of thelr country. They could be used to cover the costs of
preparing people (by way of education, training, organization, and
social promotion) for involvement in economically viable projects,
to finance highly integrated projects with both social and economic
compaonents, and, if blended with IBRD credits, to reduce the cost
of housing, small-business, and agricultural loans so that the truly
poor can participate in Bank-supported projects.

While political problems continue 1o plague IDA replenish-
ments, IDA's financial resources are nol insignificant refative to the
harder credits made available by the IBRD. Perhaps greater citizen
and congressional support could be generated in the United States if
it were demonstrated that poor people were actually the direct
beneficiaries of these funds. ‘This could be accomplished were the
funds applied only to poor people's initiatives and concems, with
priority perhaps given to sub-Saharan Africa. Safeguards would
have 1o be placed on IDA lending to a number of highly indebted
countries, particularly in Latin America, to ensure that it is being
used to assist the millions of victims of economic recession and
austerity and not 1o pay back commercial creditors. (As it is, s:
increasing percentage of IDA resources are being used for policy
balance-of-payments lending despite the stipulation in its Articles
that lending shall be for specific projects except in special
circumstances.)
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While the Bank has always been involved in the shaping of national
economies through the leverage of its project loans and its
relationships to private commercizl institutions, it has moved into
the domain of the International Monetary Fund with its new
emphasis on structural adjustment lending. Often described by
cdd:s‘;’s in:itcd bailouts of imprudent commercial creditors, SALs
are designed explicitly to leverage national-level policy changes that
project lending could not elicit

Such balance-of-payments or commodity-import lending (the
most common forms of SALs) was frowned upon by the Bank's
founders and subsequent leadership. The Articles of Agreement,
like those of IDA, specify that the institution's lending shall be for
specific projecs except in special circumstances. A generation after
the fact, the founders still were mindful of the *problem" balance-of-
payment loans made during the 1920s. Broad program lending fell
into further disfavor much later when IDA industrial import credits
with weak links to specific projects were extended to India and
Pakistan in the 1960s and encountered difficulties. Program lending,
composed mainly of sector financing, fluctuated between 2 percent
and 9 percent of IBRD/IDA commitments during the next decade,
:;i:h‘s;o percent interpeeted as the legal ceiling (van de Laar, pp.

In 1980, the first SALs were made, with specific *macro-
conditionality” attached. Such lending reached the level of 9
percent of the Bank portfolio in 1983 and totaled $4.5 billion
through 1985, By 1987, non-project lending, including sector loans,
had risen 10 approximately 23 percent of Bank financing, and it was
rumored in some quarters that the Bank task force studying the
institution's restructuring that year was considering a future level as
high as 50 percent. This rapid expansion in policy-based lending is
consistent with the broad outlines of the Baker Plan, hastily
composed by US. Treasury Secretary, James Baker, in 1985—a time
when additional commercial bank lending to the Third World was
drying up and Latin American countries were discussing a debtors'
cartel. The plan pushed the Bank—which was encouraged 10 foster
longer-term growth than had the IMF through the promotion of
exports and attendant policy changes—into the center of the arena
of debt crisis management and created the [llusion that its Jending
would leverage major influxes of new private capital into the Third
Waorld (see Hellinger and Soles, "The Debt Crisis,” p.7),
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In keeping with the position of the IMF, the Bank has pre-
scribed policy changes that place the burden of adjustment on the
South's poarest populations, who had nothing 1o do with incurring
their countries' debts of the 1970s. Policies that promote exports
shift domestic resources from production for local needs. Increases
in agricultural prices may help some farmers in Third World
countries, but they severely hurt the growing numbers of urban
poor and rural landless, particularly when coupled with the removal
of food subsidies. Furthermore, it is not altogether clear that mast
small farmers do in fact gain from such increases when they relate
mainly to export crops, or if they are not accompanied by natonal
investments in the infrastructure and support services needed by
farmers to effectively access improved markets,

The typical package of imposed austerity measures—including
cuts In wages, jobs, social services, and subsidies on essential goods
and services—has devastated the poor from Argentina to Zambis.
With governments increasingly unable or unwilling to continue
retrenchment in the face of popular unrest without additional
outside assistance (Zambia and Ghana were two such cases in
1987), the Bank has mude minor modifications in the adjustment
package and, as was mentioned earlier, has initiated compensatory
programs of food and other assistance targeted at affected
populations. It has solicited the involvement of NGOs in these
programs as service deliverers, but not as organizers and educators
within poor communities, Hence, many NGOs are reluctant 1o
participate. The director of an official European aid agency that has
joined the Bank in imposing and financing adjustment programs
has, with reference to compensatory programs, privately expressed
his opposition to his agency serving as a “firefighter” for the Bank.

A fundamental problem has always been the manner in which
the Bank has formulated the policy recommendations that it has
taken to governments. Not unlike the typical process of project
development, Bank policy formulation seldom, if ever, has involved
the very people who are supposed to be the beneficiaries of
national policy changes: Rather, Bank economists give macro-
economic policy advice in the *neodassical mode” and, even during
the McNamara era, have dealt with poverty alleviation "in a largely
subsidiary fashion® (Ayres, p, 235). This explains in good part why
structural, distributional, and social [ssues and policies that most
concern the poor—those relating to agrarian reform and land
tenancy, for example—receive little emphasis at the Bank,

Instead, the focus has been on agricultural pricing, industrial
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policy, exchange rates, trade liberalization, export promotion,
budgetary policy, culs in public-sector investment, public-service
user charges, and financial and debt management. A study
sponsored by the Asian Development Bank summarizes the general
package of policy prescriptions recommended by the multilateral
development banks, including the World Bank, to Third World

Countries must move away from inefficient import substitution
policies and free the economy of import controls, foreign
exchange coatrols, and price controls. The Green Revolution must
be promoted as a ‘genuine dynamic force’ of economic develop-
ment. . . . [Algribusiness should be invited to cooperate in a
country's drive towards self-sufficiency, Resource allocations must
shift from domestic production to export crops for the world
market, Local support, generous tax incentives, [and] profit
registrations should be provided for forelgn Investors and
legislations must be enacted to create a 'dimate of stability’ for
forelgn Investment (Rupesinghe, ‘Export-oriented
Industrialization,* p. 247).

These are policies that serve other interests than those of the poor.
They derive from the analysis of so-called experts far away from the
problem.

A knowledgeable U.S. environmentalist criticizes all the multi-
lateral banks for promoting capital-intensive and export-oriented
agricultural policies and programs that help push large numbers of
poor farmers from suitable land to marginal areas, increasing

ecological deterioration and undermining the long-tem productive
bases of their respective countries. He quotes a Brazilian
agronomist, who testified at a special congressional hearing in 1984
that for thirty years such policies had deliberately been shaped to
deny the interests of the peasants in his country (Rich, pp. 689, 743).

As the Bank emerges from the trauma of its reorganization, it is
being forced to confront the failures of the economic policies it has
supported and imposed in the Third World. Current adjustment
policies, as a package, add up to little more than the same
prescription it has handed out for four decades. If the institution is
to escape from the narrow anzlytical confines defined by its
economists and by its commitment to the interests of the
international financizl community, it will have to draw on the
knowledge and perspectives of local populations and their
organizations.
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THE U.S. AND THE MDBs

‘The myth of the apalitical natsre of the World Bank, as well as that
of the other multilateral development banks (MDBs), has gradually
been put (o rest. According to a Bank observer:

[T]he separation of economics and politics was never achieved or
even approximated in the MDBs. But for moge than two decades
the fiction of separation was possible because the clublike
atmosphere of the World Bank permitted the most powerful
member to express its political preferences silently and effectively.
. . . By the late 1560s, it was not always possible for the Untted
States to work quictly behind the scenes. . . . Stripped of its
camouflage, the US, position revealed a consistent, Inevitable
blending of politics and economics (Schoultz, *Politics, Economics,
and US. Participation,” p. 539).

The rather close, informal relationships between Bank and U.S.
government officials have always permitted the latter to influence
loan propesals, particularly and most importantly early in the
preparation process (Schoultz, p. 543).

A 1982 Treasury Department report on the banks is clear on the
subject of the use of U.S. influence within these institutions.

ootd!nstomerepon.meumedsamshubccnimﬂumnnlin
shaping the structure and mission of the World Bank, in particular,
along Western, market-oriented lines. 'The Treasury notes that those
involved in various ways with MDB operations *. . . know from
past experience that we are capable mdwﬂlinslopn‘meimponm
policy objectives in the banks by exercising the , . - leverage at our
disposal" (Department of Treasury, United States Participation, p.
47). The report proceeds to document the extensive success of the
United States in changing bank policy, practice, and procedure
during the 1970s. The 1980s have witnessed a further increase in
U.S. pressure,

Unfortunately but predictably, the Treasury, which plays the
pre-eminent role within the U.S. Working Group on Multilateral
Assistance, and which maintains an exclusive relationship with the
1,5, executive directors to the MDBs, has not used its influence
within the banks to serve the interests of the poor. AcoSrdingly, it
should be the policy of the next U.S. Administration to appoint the
h@-doﬂupdndpdblmenlmdpmgmmuu)eom&lunkwlhcsc
directors, a change seriously contemplated at the time of the
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creation of IDCA in the 1970s. Protected to a degree by the
increased autonomy of a restructured AID, the AID leadership and
the U.S. executive directors would be able to utilize thelr influence
and cast their votes within the banks primarily on a developmental
basis. In lieu of executive branch action in this area, Congress
should legislate such a change in U.S, representation in the MDBs,

But Congress must go further than this, It has 10 exercise more
actively its oversight responsibility toward these institutions and
utilize the power of the purse—that is, its appropriations func-
tion—to pressure for changes in the operations of the World Bank
and the other banks, To exercise its oversight function effectively it
needs better aceess to information. While U.S. legislators cannot
require the MDBs to furnish them with appropriate documents, they
should be able 1o obtain bank materials from the Adminiscration,
which does have access to information on MDB internal operations
and policies. But the executive branch—and the Treasury
Department, in particular—has always refused to work in
parnership with Congress in this ares and has kept it in the dark
about the most basic MDB policies (Sanford and Goodman, *Con-
gressional Oversight,* p. 1064).

In the late 1970s, Rep. Clarence Long (D-MD) fought a battle for
greater disclosure of the activities of the MDBs from his position as
chair of the House (Appropriations) Subcommittee on Foreign
Operations, He opposed the expansion of the banks on the
grounds that their assistance was:

not responstve (o Congress in the same way our direct foreign aid
is. It has not gone to help the really poor people. It has been
done In the same of the poor, but when you look over the
projects, there’s very little evidence that #'s ever really gone to
help the poar. | . . There's no openness.  You can't got an audit
in the same way that American Institutions like AID can be
sudited.

He praised the Congress for trying

to make foreign aid helpful to the really poor people of the wordd,
1 don't mean just the poor countries, since some of the richest
people are in the poor countrics. | mean poor people. . . . 108
pretty clear why help doesn't go 10 the poor people, Poor people
don't have a vokce. . . . What happens in s country where they
have no vote ut all? Of course they're not getting anything
(Huramoney, Apeil 1978),
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The appropriations committees of Congress do have the power
to hold the MDBs more accountable to the people who underwrite
their operations by delaying or limiting appropriations until there is
greater disclosure from the Administration and basic changes are
made in the banks' operations, But as part of their oversight
responsibilities, the Senate Foreign Relations Committee and House
Banking Committee should demand comprehensive reports on
MDB projects and programming from the banks and apply
development rather than financial criteria in monitering the banks'
operations. Particularly now, when the MDBs are being used 0
help Third World governments repay their countries' foreign
commercial creditors at the expense of the poor, it s critical that
members of these congressional committees fulfill their responsi-
bility to ensure that the interests of the poor are protected and
promoted. The House Foreign Affairs Committee should also
participate in the oversight process by providing the Banking
Commitiee with the analysis required for a thorough monitoring on
development grounds,

The accountability of the MDBs to the people of both the North
and South would be further enhanced if these Institutions were
required to make their records publicly accessible, 10 make
information on their project and policy planning available to
grassroots groups, and, as discussed earlier in this chapter, to
involve NGOs in the monitoring of the projects they support,
Grassroots organizations and other NGOs in the North and South
would then be in a position to provide real information and analysis
to their respective governments and to the banks. Congressional
comminees would be able to determine whether the banks were
promoting the interests of the poor in accordance with a set of
development criteria and more accurately establish appropriations
levels for IBRD recapitalizations and IDA and other MDB
replenishments.

‘These criteria should emphasize at a minimum that:

1. All bank-supported projects, programs, and policies be
developed in consultation with indigenous non-
governmental organizations whose constituencies are
affected by bank activities 7

2, All potential implementing organizations, including local
NGOs, be considered by the lender as project executors and
that they be judged on the basis of their respective
effectiveness and the stirength of their celationships with the
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affected local populations

3. The MDB under review support only those projects and
policies that promote environmental sustainability and the
interests of indigenous

4. The economic activities of women be supported on an equal
basis with those of men

5. Project and policy support be focused on increasing a
country's and/or region’s level of economic self-sufficiency

6. The interationally recognized rights of workers and the
human and civil rights of all citizens be respected in policy
design and in the course of project implementation

7. All grants and soft-loan funds, including those of IDA, be
utilized exclusively 10 support the activities of the marginal
populations of all the countries receiving bank financing

A more complete and refined set of criteria should be developed in
consultation with representative Third World grassroots
organizations,

The congressional appropriations committees have, in fact, tried
to use their leverage to hold the banks more accountable to the
poor, The first major attempt to earmark U.S, contributions to an
MDB for a particular purpose was made in 1975 by Senator Daniel
Inouye (D-HI) of the Appropriations Committee, who sought to
compel the Inter-American Development Bank to spend $50 million
to assist cooperatives, credit unions, and savings-and-loan
associations. In 1980 The Development GAP assisted Rep. Long's
subcommittee in the drafting of report language that accompanied
an appropriations bill and instructed both the U.S. executive director
to the World Bank and the director of IDCA to explain and justify
the selection of Third World implementing institutions by the Bank
and AID. Auention (o the application of this provision dissipated,
however, in the transition from the Carter to the Reagan
Administration.

More effective has been the work of the coalition of U.S.
environmental groups referred to earlier. ‘This coalition has helped
Congress (o develop and pass legisiation that requires the Secretary
of the Treasury to instruct the U.S. executive directors to the MDBs
to promote change within these institutions related to local land use
and the protection of Third Warld environmental resources. This
amendment to the Foreign Assistance Act directs U.S. officials to
promote within the MDBs a modification in project and country
program preparation that *, . . will encourage staff and borrower
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countries to . . . actively and regularly use the resources of available
nongovernmental conservation and indigenous peoples' organi-
zations , . . in the preparation of environmentally sensitive projects
and in Bank-supported country program planaing and strategy
sessions . , " (U.S, Congress, Congressional Record, 16 December
1985). Whether MDB action—and not just their rhetoric—<changes
significantly in these areas in response to US. pressure remains (o
be seen.

More recently, action by the House Banking Committee has
yielded an amendment to the Intemational Financial Institutions Act
by way of the final Continuing Resolution of 1987, By law, the
Secretary of the Treasury must now instruct the U.S. executive
director 10 the World Bank to facilitate discussions with the other
directors of the 1BRD and IDA and to propose the establishment of
a Grassrools Collaboration Program *. . . to develop improved
mechanisms for involving, directly and indirectly, non-governmental
organizations in the design, implementation and monitoring of
development projects financed by, and development policies
established by, such institutions in order 1o alleviate poverty and
promote environmental protection . . " The legislation suggests
that $50 million from the Bank's net income be set aside to facilitate
lizison with NGOs as part of miinstream operations and requires a
report from Treasury on steps the Administration has taken 1o
promote action in this area and on the response and actions of other
Bank executive directorss related 1o this program.

In the end, the governments and people of the Northern
industrialized countries must decide what type of institutions they
want the World Bank and the other MDBs to be. The assumption
by the Bank of part of the IMF's responsibility to apply economic
adjustment measures that increasingly allocate borrower country
resources to the payment of foreign creditors while imposing
austerity measures on the poer has once and for all destroyed the
myth that the institution is committed foremost (o alleviating poverty
in the Third World Policymakers and public-interest groups do not
serve the interests of marginalized populations when they support
funding for the MDBs solely in the name of multilateralism, or
because they believe that U.S. economic interests are necessarily
consistent with those of the poor overseas. Instead, tougher, more
critical analysis i required. This analysis should be followed by
hard-nosed decisions that would reduce .S, financing of the Bank
and the other MDBs 1o the extent that they are not supporting
sustainable; Jocally defined development that involves and benefits
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poor people, Congress and the executive branch should give
serious consideration to terminating U.S. support for these
institutions If they do not make significant progress in reorienting
their operations in a reasonable period of time.

RECOMMENDATIONS

1. The World Bank and the other MDBs should shift the
export focus of the projects, programs, and policies that they
support, and which often damage the local environment and the
interests of the poor, (0 an emphasis on greater regional, national,
and local economic diversification and self-reliance. Policy-based
lending should support such a reorientation of Third World
lo;’c‘eonomiesrathcnhanplacelheburdenofcoonomlcad]uumcmon

poor.

2, The Bank should eficit the views of affected marginalized
populations, in a systematic and comprehensive fashion through
their own organizations, for infusion into its economic and sector
work and in its project and program planning, as well as in the
formulation of the positions it takes in policy dialogue with
governments. Regional and national mechanisms for consultation
that are established by local NGOs should be utilized by Bank
omdalson:tewlumdsymmicbamtnozdawlmptweﬂm
programming.

3. In order to expand its knowledge base and 10 receive
feedback on the projects and programs it supports, the Bank should
arrange for local NGOs 1o help monitor the Bank's loan portfolio in
each country.

4. The Bank should pluralize its lending by considering,
sclecting, and funding more effective, representative, and
pamicipatory local organizations as project implementors. It should
call upon knowledgeable Northern NGOs and bilateral donor
agencies for guidance in the identification of appropriate local non-
governmental Instiutions and public agencies at the provincial and
municipzl levels that are in 3 position 1o utilize its financing
effectively in assisting thei: constituencies. The Bank should require
that national government institutions upgrade their cutreach,
decisionmaking processes, management, and overill effectiveness in
order 10 continue o borrow at the same level.

5. A small NGO advisory unit should be established in
Washington, with pastial Bank support, 10 help the Bank gain access
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to more appropriate Third World implementing institutions,
particularly in countries in which no local NGO consultative
mechanisms are In place. The unit should, upon a request from a
project officer, identify through the NGO network those effective,
locally relevant organizations in & particular country and sector that
could participate in the execution of a Bank-supported project.

6. In order to expand further the opportunities for NGO
involvement, the Bank's board of govemors should amend both the
IBRD and IDA statutes so that, in addition to governments, official
regional and private financial institutions are permitted (0 guarantee
Bank loans.

7. There should be a reduction in the level of project and
program lending, as well as adjustment lending, until the absorptive
capacity of relevant and effective institutions can be determined and

8, IDA funds should be redirected from the poorest countries
to poor people, to their activities, and to the social services that
facilitate their advancement within all the countries in which the
Bank lends. The funds should be used to cover the costs of
preparing poor people for their involvement in economically viable
projects, to finance highly integrated projects with both social and
economic components, and, if blended with IBRD crediss, to reduce
the cost of other loans so as to enable the truly poor to participate
in Bank-supparted projects.

9. The Bank should build on the strengths of its recent
reorganization—i.e., the decentralization of authority to the Regional
offices and to the Country and Technical Departments—Dby encour-
aging project officers to be more responsive and innovative through
more extensive contact with local organizations in the feld.

10. While the project cycie itself should remain as compact as
possible, ideatification and preparation missions should be
lengthened to permit more comprehensive contact with local
organizations, initiatives, and ideas.

11. Rewards to personnel should be based upon success in
promoting popular Involvement in projects and upon the projects’
performance and long-term sustainability, rather than on one's
success in rapidly allocating large amounts of money as part of a
central plan, Incentives should be provided to en Visils 10
local communities, projects, and organizations in order to bring
fresh perspectives and options into the institution.

12, Operational units should be established within each
Reglonal office in the Bank and be given the responsibility for
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ensuring that (a) projects and program planning are based upon
local input and the capacity of responsive institutions, (b) equal
support Is provided 1o the activities in which women are involved,
and (<) projects are environmentally sound and regenerative. The
capabilities of Bank staff in these areas should be upgraded,

13. The next U.S. Administeation should appoint the head of the
new, autonomous ALD as the official link with the U.S. executive
directors to the World Bank and the other multilateral development
banks, so that the United States can utilize its influence and cast its
votes within the banks on a primarily developmental basis.

14. The World Bank and the other MDBs should be held
accountable to Northem citizenry, who underwrite and directly fund
their activities, and to the Third World poor, in whase name they
undenake their assistance activities. To this end, the records and
reports of these institutions should be accessible to the public in
general and to the U.S, Congress in particular. The executive branch
should be required to share MDB materials, including compre-
hensive reports on projects and programming, with the relevant
congressional commitiees, so that the latter can knowledgeably carry
out their oversight and appropriations functions,

15. The congressional appropriations committees should utilize
their influence over the levels of U.S, contributions to IBRD
recapitalizations and IDA replenishments to hold the World Bank
accountable to its stated commitment to the poor. They should hold
up, limit, and/or deny MDB appropriations until there is greater
disclosure of bank documents from the Administration and the
banks themselves and until basic changes are made in the latier's
operations, including a redirection of IDA funding. ‘The criteria by
which to judge the banks' performance, which can be found in
good part in existing congressional legisiation and report language,
should include at a minimum the extent to which they: involve
Southern NGOs in project, program, and policy planning, and as
project implementors; promote environmental sustainability, the
activities of women and minority populations, and the rights of
workers and other citizens within all bank-supported projects,
programs, and policies; provide project and policy support to foster
a country's or region's economic self-reliance; and promote a
development process consistent with the skills, experience, and
interests of local populations.




EIGHT
Constructing a
New Aid System:
Summary and
Conclusions

Forty years after the launching of the first development assistance
programs, most of the Third World is in desperate shape. Having
pursued economic development strategies promoted by foreign aid
agencies, these countries find themselves deeply in debt and
apparently unable to extricate themselves from a deteriorating
situation. Resources invested in production for foreign markets
have been yielding diminishing retumns, while many countries that
were once self-suffident in food now cannot feed themselves. The
poor, who have seldom been more than bit players in scripts written
in capital cities (in the North and South), have been further
marginalized within their own societies, Not only has poverty not
diminished, it has, in fact, spread and intensified throughout the
Third World.

Yet, the creativity of the poor themselves and a new set of
development organizations o serve their needs have emerged from
the bankruptey and poverty of these failed systems. Change and
development are processes ongoing at the local level, Individuals,
families, and communities continually plan, organize, and act to
improve their lot or, as has characterized the present period, simply
to survive in a hostile environment, Some of these grassroots initia-
tives have developed, at times with the support of small Northern
donor institutions, into ongoing organized efforts. Tens of thou-
sands of such entities have been identified across the Third World.
Very site-specific, these community organizations, women's groups,




-

160 Aid for fust Development

church organizations, pre-cooperatives, peasant groups, and other
popular entilies serve as important vehicles for change for their
members and constituencies,

Through the federation of some of these organizations and the
emergence of a new generation of support institutions designed to
assist and service a broad range of grassrools endeavors, 2 critically
Important institutional capacity has developed in the South, The
best of these organizations promote a high level of beneficiary
participation within development projects. Effective and meaningful
participation begins with the articulation of needs by local popu-
lations and requires their ultimate control over the process of
planning 1o meet these needs, Local commitment, perhaps the most
essential factor in the fostering of self-sustaining development, is
best achieved through meaningful participation of this kind.
Furthermore, the most appropriate solutions to local problems will
arise from, and be best implemented by, those most directly affected
by local circumstances.

This approach calls not for the laying of Western-styled
modernization upon traditional socicties, but for the sensitive
extension of development support to Third World populations as
they attempt to build upon the strengths of their traditional social
and economic systems. The diverse requirements of their activities
signal the need for maximum flexibility in assistance programming.
The successful implementation of such programs involves the
decentralization of the delivery of that assistance in order to reach
numerous self-development endeavors and institutions and to
respond effectively to the expression of diverse human needs,
Decentralization is further impelled by the fact that the needs of
these local participatory development endeavors vary greatly
according to region, culture, project type, relative level of
sophistication, and physical environment.

Effective development assistance programs and organizations
focus upon the promotion of programs and projects that clearly
demonstrate central elements of beneficiary participation in, and
direction of, development processes, They also approach the
identification of projects in a responsive rather than initiatory
manner wherever local institutional capacity exists, and they
instirutionalize direct contact by their field saff with those local-level
and intermediary organizations to verify participatory mechanisms
and directly assist in assessing needs, Except when consultation
with local groups yields a request for direct involvement, these aid
providers deliver assistance on a hands-off basis that appropriately
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complements ongoing or emerging self-development endeavors in
the field. This assistance is channeled directly through democratic
development institutions whose roots extend into the local
community fabric or is used 1o build those organizations where they
do not exist. Local groups are helped in attaining the resources and
leverage necessary to control and manage their own development,

1f there is to be a change in the mode of delivery of develop-
ment aid, there must be sustained contact between aid officials and
grassroots development organizations, This is the level at which
genuine development takes place and these are the organizations
that require support to make it happen. Awareness, understanding,
and sensitivity are imperative on the part of aid personnel if these
organizations are o receive the appropriate types and amounts of
backing at the appropriate moments in their evolution 10 enable
them 1o grow, thrive, and promote the interests of their members
and constituencies with increasing effectiveness,

The Inter-American Foundation and, more recenty, the African
Development Foundation, were given such mandates by Congress
and have effectively taken up the challenge of responding to the
priorities and initiatives of the poor, Protected by institutiona
autonomy, they have been able 1o be risk takess in the identification
and strengthening of local institutions that provide marginalized
populations greater leverage in the stimulation of constructive, non-
violent change within their respective societies.

Through its history, the 1AF has taken a responsive, low-profile
approach and has resisted current fashions in refusing to give
preference (0 any particular sector or type of activity, Rather, its
decentralized operations are driven by participatory proposals that
eniter the institution from below. Likewise, the ADF, in supporting
grassroots activity and institutional development in Africa, has in its
early years relied upon Africans, rather than Northern "experts,” to
Buide it. The efforts of these foundations represent to the people of
Latin America and Africa a respectful recognition, on the part of the
U.S. government, of their right, need, and capacity to define their
own development and to forge the future of their societies,

Similarly, the more effective Northern non-governmental
organizations, being in direct contact with local representative
counterparts in the South, have been able to belp build a dynamic
process of change and self-reliance.  Some have assisted commun-
ities to build organizations where none previously existed, while
others have been able (o transfer adapled technical know-how in a
form and manner appropriate (o the specific setting.
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The record, particularly among U.S. PVOs, however, is very
uneven. Relatively few US. groups as yet view development as an
essentially indigenous process of self-definition. Many still operate
their own programs overseas, defining development problems and
solutions and maintaining a high degree of operational control, As
the 11.5. government has dramatically increased ils funding of PVO
activities over the past decade, too many have sacrificed their
independence of action and, in certain instances, have become
extensions of AlID programming, Losing touch with local realities
and the networks and relationships that should form their
information base, U.S. PVOs, as 3 community, have not lived up 10
their potential as important links between the people and
institutions of the United States and those of the deveioping world.

FAILURE OF THE FRESENT SYSTEM

Of even more fundamental importance is the fact that the major aid
programs operated or controlled by the United States and their
assistance strategies have consistently failed to relate in any
significant manner (o these realities. Inherent in these strategies is
the belief that poverty can be successfully addressed in the Third
Waorld through the work of outsiders lacking assodations with, and
understanding of, the poor and their communities. As a resull, the
major U.S. and multilateral aid agencies have helped to create a
modern institutional infrastructure in the developing world that did
not emanalte from local reality and which has linle relationship to it.
They work through these structures because, being near-mirror
images of their own institutions, they are easily identified and
accessible and often share short-term Northern interests,

Billions of dollars are spent on Third World institutions that
have no links to the poor and no capadity 1o incorporate or respond
to them. Most Third World governments have relied on a limited,
clite skill and institutional base to put 1o use the large amounts of
financing arriving from the United States and other countries. As
maost of the benefits from aid accrue to those who control the
resource flows, the relative standing of the poor has dc;lined as a
result of this approach, Thus dualistic economies and societies have
often developed, leaving the majority of the population without the
resources, capabilities, and opportunities to participate in, or
contribute to, meaningful development and engendering social and
political polarization and instability.
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Export-led growth, free trade, and the expansion of foreign
investment have been consistently promoted by the principal aid
programs and the Institutionalized aid lobby. Private companies
have reaped the benefits of aid-funded infrastructural development,
investment guarantees, export credits, and procurément contracts.
Commercial banks, whose investments have been underwritten by
imernational financial institutions, are today, amidst the deepenin
debt crisis, particularly supportive of World Bank and AID funding
and policy leverage in the Third World. Land-grant universities,
consulting firms, many PVOs, and other special interests linked
legislatively and/or programmatically with our aid program have
chosen to focus on their own more narrow concerns rather than
challenge a development and aid paradigm that has failed to involve
and support the poor in their sell-defined development endeavors,

The New Directions legislation of the 1970s was designed 1o
reverse the top-down assistance approach that grew out of US.
strategic and economic interests following World War 1. While the
legislation addressed the objectives and functions of bilateral
assistance, it did litle 1o reorganize it or to make its directives
operational, AID remained within the State Depariment and, lacking
structural independence, continued to respond to the demands of
U.S. short-term foreign policy, those of vested economic interests
and, ultimately, those of its own bureaucracy. The direct partici-
pation and expressed interests of the poor, in spite of some good
intentions in Congress and a great deal of new rhetoric from the aid
community, remained, operationally, relatively low priorities.

Serving a variety of US. interests has, of necessity, meant for
AID throughout its history the assumption of a directive, rather than
responsive, posture vis-a-vis the Third World poor and their
development interests, Along with the other large aid institations, it
has continued to define and direct the development process and to
promote production and the distribution of its benefits as two
separate functions. This has been facilitated by the centralization of
development planning, programming, and resource control overseas
in the hands of a public-sector and private-sector elite. The New
Directions legislation, its participatory language notwithstanding, did
linke 1o alter the centralized decisionmaking processes of donors and
host governments alike and hence has done little to foster self-
sustaining development among the poor,

When conservatives assumed control of the White House in the
1980s, they also ussumed control of an oversized, overly centralized,
and Inefficient aid bureaucracy that had channeled billions of dollars
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through public-sector counterpart institutions that it had helped to
create throughout the Third World, The Reagan Administration,
however, has misused development aid at least as extensively as
had previous administrations. Its commitment to the private sectar
in development—manifested in AID's policy directives, its large-
scale private.sector initiatives, and its Bureau for Private Enter-
prise—is particularly striking in its fundamental conflict with the
language, intent, and spirit of the New Directions legislation and in
the support that it has yielded for the already well-to-do. Further-
more, U.S. interests in the security and military spheres have
received peimary attention within the overall assistance program and
budget.

U.S. aid has thus come full circle without, in any significant
way, having addressed the fundamental causes of poverty or the
profound inequities in wealth that exist in much of the Third World.
To the contrary, there has been no period during the forty-year
history of U.S. economic assistance when the vast majority of that
aid has bypassed the privileged members of those societies, It is
hardly surprising, therefore, that these funds have been used primar-
ily to advance the economic and political interests of their relatively
small elite, as well as counterpart interests in the United States.

‘I'he aid establishment travels in different circles and on different
roads than do the poor. They, and the institutions with which they
associale, rarely have much contact. As Third World non-govern-
mental intermediary organizations that are representative of and
responsive to the poor mature, they have become viable alternatives
10 the ineffective and autocratic public institutions often chosen by
major aid to carry out development projects. Their expanding
conslituencies make increasing demands for credit and other
services. In response, many of these institutions have developed,
often with outside assistance from smaller aid osganizations, strong
administrative capabilities and the ability to manage Increasingly
more sophisticated credit mechanisms and programs and larger
amounts of funds, At this point in their evolution, the resources
available from the smaller foreign assistance organizations become
insufficient, With funds from domestic institutions generaily
inaccessible; some of the Third World's most effective deyelopment
organizations have looked to the larger international aid agencies for
the scale of financing that their constituendies require.

To date, however, such support has rarely been fi
from AID, the World Bank, and other major providers of aid, It has
remained consistently marginal rather than integral to their
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mainstream operations, Few have recognized popular organizations
as the engines of development and relinquished to them control and
direction of local economic activity. None, for sure, have included
these representative organizations in planning and programming
within their own agendies or with host govemments, despite the fact
that they are usually the only dependable sources of information
about local-level needs, priorities, and capabilities. Consultations
between aid donors and governments have, 4% a malter of course,
excluded such representation of the poor, denying planners
essential perspectives and input and virtually ensuring that other
interests will be served. For this very reason, the effects of *policy
dialogue,” a5 presently designed, will likely continue to do more ©
undemine the position of the poor than to advance it.

LIMITATIONS OF THE MAJOR AID INSTITUTIONS

The deviation of AID from its development mandate has led
Congress to demand stringent reporting on the part of the Agency.
This is ironic, for many of the non-developmental interests that
affect AID's performance have been promoted legislatively,
Nonetheless, the effect has been the development of a cumbersome
bureaucracy geared to respond to Congress rather than (o the Third
World poor. Despite recent changes, AID's procedures for program
and project development and review remain enormously compli-
cated and time-consuming, The demands and length of the projeat
cycle hinder the ability of the field missions to be respansive and 1o
support emerging endeavors at critical junciures in their evolution.
Decisionmaking is still highly centralized, and the demands of
headguarters drown the field missions in paperwork, Consultants
are hired to do most of the missions' project-related work. AID
mission stall have become largely removed from the local realities,
and the disincentives to risk taking have, in fact, driven them to try
10 define and control the local project environment.

Severe, self-imposed limitations on the range of institutional
choice is one of the principal outgrowths of AID's intemal systems.
The nature of the project cycle, the heavy paperwork, the lack of
incentives (o take risks in optimizing project quality, and, in some
countries, the pressure 10 move money generally lead project
officers 10 select large projects operated by established institutions
rather than smallér participatory endeavors run by organizations
outside AID's normal sphere of contacts.
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Finally, as the Agency moves increasingly toward policy and
program lending, even the potential for links 10 local organizations
and populations through the project development process is being
tost.  This leaves all of AID's work, including its policy dialogues
with government, increasingly ill-informed by local reality. The
recent move to further decentralize staff overseas will have little
effect on the quality and relevance of the development that AID
promotes if the Agency remains systemalically divorced from the
poor and their daily circumstances,

Similarly, there exists a variety of factors that limit the World
Bank's ability to respond to the new generation of participatory
institutions in the Third World. Although the Bank shified roward 3
poverty focus last decade, its relationships in the field, its internal
reward system, and, indeed, its basic purpose as an institution
remained essentially unchanged. As a facilitator of private capital
flows, the Bank has been driven by the need to move money, build
necessary infrastructure, and shape open economic systems within
borrower countries.  This, in turn, leads officials 1o establish and
maintain funding relationships with government ministries and
development banks that can theoretically absorb (if not effectively
usc) large sums of money for projects under centralized control,
Under these circumstances and the pressure of the project cyde,
project officers are not rewarded for engaging in grassrools
consultations, for risk taking, or for innovation in the field.

Not surprisingly, a good number of Bank-supported projects
have failed, even when judged by the Bank's own standards, While
it is recognized by many within the Bank that a lack of local
participation and commitment and the poor selection of imple-
menting institutions have been at the heart of these failures, little
has been done to rectify the situation. The Bank continues to
provide financing to institutions that have proven unable, or
unwilling, to reach the poor segments of the population and gain
their confidence, and has not promoted local participation in
planning and project design. Limited, but successful, experimen-
tation in the late 1970s 1o involve more appropriate, primarily non-
governmental, Institutions as project exccutors has stimulated little
follow-up action, It remains to be seen if the recent progress made
within the context of the ongoing Bank-NGO dialogue’toward
establishing consultative relationships between the Bank and
Southern NGOs will lead, in fact, to the inclusion of the latter in the
identification, design, implementation, and monitoring of Bank-

supported projects.

V—
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The interests of the poor will likely continue 1o be lost in the
Bank's rush to loan even more money during the next five years.
Smaller-scale, panticipatory projects that truly address local needs
stand little chance when the alternative is to spend tens of millions
of dollars through large public and private institutions. These
problems will intensify with the growing use of structural and sector
adjustment lending to leverage policy changes and underwrite
commercial bank loans in borrower countries. The Bank, as well as
the other MDBs, has encouraged government policies that have, for
example, promoted capital-intensive, export-oriented agriculture,
This type of production has, in tum, harmed both the environment
and smali farmers. Until local populations are consulted through
their organizations In Bank policy formulation, the local impact of
many government policies will be decidedly negative and the
burden of economic adjustment will continue to fall on the poor.

PROPOSALS FOR CHANGE

For U.S. and multilateral assistance to help build the bases for
demacratic change and development overseas, the aid programs
must themselves be transformed. Specific recommendations for
achieving this end conclude Chapters 4 through 7. These proposals
are summarized below and, on the basis of these reforms, a new
decentralized development assistance structure is suggested that
would enable aid institutions to support, in a logical and congistent
manner, the growth and development of participatory institutions
throughout the Third World,

‘The regional development foundation model, which has worked
successfully in the cases of the IAF and ADF, should be applied 1o
Asia, to the public funding of PVOs, and, most significantly, in the
restructuring of our principal bilateral aid program. In all cases,
board members and presidents should be named who understand
the realities of local-level development and who will protect their
institution's independence from political interference.

To fill a current gap in the official U.5, aid system, a new Asian
and Pacific Development Foundation should be established as 2
vehicle for the transfer of public funds 1o local-level initiatives in
Asia. The ADF legislative mandate should serve as a model for
similar legislation for the new foundation, though the specifics of
the bill should be shaped to corespond to the needs, capabilities,
and realities of Asian societies. All project funding should be




168 Aid for just Development

reserved for Asian organizations that are engaged in, or promote,
pmidpamrydcve!opmcmnaivuy,withmcgoalofbuildingabash
for self-sustaining change.

The three foundations should refrain from defining and focusing
their funding on any particular sector or type of development
activity. Such a posture, if accompanied by decentralized decision-
making structures and experienced field staff, should enable the
institutions to be fully responsive to 2 broad range of truly local
initiatives.

For similar purposes, there should be established a new
Foundation for Private and Voluntary Cooperation that would
channel public funds o PVOs adhering to relatively strict open-
tional standards and project crileria. As an independent government
corporation, it would serve (o shield PVOs from the current
pressures (o operate as extensions of AID, Project funding should
be directed toward the building and strengthening of local
organizational capacity and the enhancement of beneficiary
participation in decisionmaking, To encourage local Institution
building and the phasing out of PVO involvement, program granis
should be extended to those agencies that have demonstrated
effectiveness in these areas,

The Foundation would assist PVOs in making necessary
changes in their field operations and in their internal administration
as part of its mandate to help the PVO community to adopt a more
responsive pasture vis-2-vis local populations and organizations. It
should encourage collaboration among U.S. and indigenous NGOs
(o address locally defined institutional and development constraints,
glving priodity in its financing 1o those activities undertaken jointly
by PVOs and their local Finally, forums and assistance
should be provided for the discussion of development and
programmaltic issues among voluntary agencies, with program
officials and policymakers, and with the U.S. public.

In order 1o increase the independence and relevance of the
principal .S, bilateral aid program, Congress should authorize,
through a Development Assistance Act, the creation of the
Administration for International Development, as a government
corporation with a board of directors, to replace the present AID
and the moribund International Development Cooperation
Administration (IDCA). It shauld provide the new institution with a
clear development mandate and thereafter restrict its own
involvement ta the exercise of its appropriations and oversight
functions; Its oversight capabilities should meanwhile be upgraded

Constructing a New Aid System 165

50 a8 1o emable it o hold AID more accountable 1o the poor. Aid
for political and security purposes should be designated as such and
kept legislatively and administratively separate from development
assistance. The State Department should control and manage those
Econemic Support Pund resources designated for non-develop-
mental purposes and should be prohibited from utilizing those
funds to influence development policy.

AID should be streamlined, with most functions and responsi-
bilities decentralized to the field, The staff of country missions
should be based largely in provincial centers, from where they can
better identify and assess the performance and legitimacy of
development organizations and provide support for region-wide
endeavors. They and knowledgeable representatives of popular
organizations should participate in the mission's program and policy
planning sessions. AID’s principal programmatic responsibilities, as
well as most of its technical expertise, should be centered, however,
in sub-regional *cluster* offices, which would group countries by
their proximity and their ecological and ethnological similarities.
Final determinations regarding policy, programming, and individual
p:t'»jeafundlngshouldbomadaulh!slwd,lhheyunnolbemade
satisfactorily at the country level. Regional offices should be small
and provide administrative and logistical support 1o the "duster* and
country offices,

The new aid administration should formulate country assistance
plans and budgets based upon local input and projections of the
needs and absorptive capacity of effective development institutions.
This should allow for smaller AID budgets in the short to medium
term. So as (o enable AID to be truly responsive (o evolving needs
and opportunities, Congress should permit unutilized funds to be
carried forward at year's end and, once AID is structurally
independent, eliminate functional accounts. The new AID should
provide program assistance to those governments that have
exhibited 4 commitment to equitable development and whose
agencies have demonstrated a capacity to promote it. Other
countries should receive ald on an institution-by-institution basis,
with assistance being reserved for those organizations in the public
and non-governmental sectors that have a demonstrated capability
in the promotion of participatory development and in the
management of funds,

1t is critical that the World Bank also implement a number of
reforms that enhance Jocal participation in Bank-supported projects
and In Bank decisionmaking. Adjustments should be made in the

—L
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Bank's project cycle, reward system, and internal decisionmaking
structure to encourage project officers to expand their search for
effective projects and implementing organizations SO as 1o include
NGOs and other institutions working directly with the poor.
Mmlmhdmuldberedwedmdmenpanllcllhegxomhof
the absorplive capacity of such institutions. “The systematic use by
the Bank of consultative mechanisms established by Southern NGOs
on both a regional and national basis would provide the former with
the field contacts and grassroots perspectives necessary (0 form a
new basis for program and policy planning, project identification,

and funding allocations,

Under its new, decentralized structure, The Bank should ensure
that priority is given to grassrools concerns by coordinating its
decisionmaking and actions related to environmental issuces,
women's activities, and NGOs within operational units in each of its
Regional offices in Washington.

At the same time, it should encourage the establishment in
Washington of a new independent advisory unit by non-
governmental organizations to facilitate access by its project afficers
to effective Third World NGOs that have often been supported in
their expansion by groups in the North, To further enabie the
funding of endeavors that truly incorporaie and benefit the poor, as
well a5 to cover the costs of important social services presently
threatened with budget cuts, IDA resources should be directed to
the needs and activities of marginalized populations in all the
countries in which the IBRD funds. In the policy realm, the Bank
must systematically draw upon grassroots views, as expressed
through local organizations, in its structural and sector adjustment
lending (o ensuse its relevance.

The U.S. government should appoint the head of the new
bilateral aid administration as the official link to the U.S. executive
directors to the Bank and the other MDBs in order to ensure that
decisions and votes are taken on a primarily development basis.
The Congress should direct the execulive branch 10 pressure these
banks 1o make necessary reforms, including thase the former has
mandated in recent legislation and report language. The congres-
sional oversight committees should receive all rc}ev:m MDB
documents from the executive branch so that they can exercise their
responsibilitics in an informed manner based on a set of
development criteria that emphasize, in very specific terms, the
principles of equity, participation, sustainability, and self-reliance;
Congressional appropriations (o the MDBs should be reduced or
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eliminated if these institutions do not reorient their operations
within a reasonable period of time.

STRUCTURING A MORE RESPONSIVE AID SYSTEM

The current aid structure must be wened on its head if it is 1o hold
any significance for the majority of the people of the Third World.
The large assistance agencies must support non-governmental
lmermedinry organizations and public-sector institutions that
represent the aspirations of the poor and help foster constructive
change They should not be expected to provide support directly to
organizations in villages and urban slums; this is the job of the
regional development foundations (RDFs), PVOs, and other
Northern NGOS. They must, however, be in contact with these
local realities and the organizations that work in them if they are to
be relevant to the processes of change in any society.

A host of small aid organizations in the Nonth, including the
RDFs and a number of US. PVOs, have effectively cultivated and
supported the growth of Third World popular organizations. They
have , important roles to play in the provision of the educational,
technical, managerial, and financial support that these organizations
require as they emerge and evolve into more sophisticated
institutions, While the RDFs should be expected to help establish
this institutional base for change, the work of individual PVOs is,
indeed, private and voluntary. As a result, thelr contributions to an
official aid effort cannot—or at least should not—be programmed,
Some PVOs may choose, however, ta provide technical or
managerial support to local NGOs referred to them by the RDFs,
and funding would be made available from the new PVO
foundation for this purpose. Conversely, the RDFs would consider
for grant funding those project proposals from the Third World
groups referred to them by the PVO foundation.

: An Important result of the work of these smaller aid organi-
zations has been the emergence and growth of larger representative
and intermedizry NGO structures that respoad to the needs of local
groups and populations. While logic would call for the major
donors 1o build on these efforts and provide the support these Third
World institutions need 1o meet the growing demand of their
constituencies, these donors continue 1o Invest the vast majority of
their funds in conventional institutions that kave an abysmal record
in the management of resources and In the application of those
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resources (o successful development endeavors. This dualistic aid
approach clearly makes no sense.  Millions of dollars are spent to
develop an effective, broad-based institutional capacity, which is
subsequently ignored by funders who place billions in institutions
that have far more ofien been the problem rather than the solution.
The result is the creation and perpetuation of dualistic social
structures that parallel the present aid paradigm.

Structural avtonomy and a decentralized internal structure
would enable AID to participate in a revitalized aid program
reariented Lo assist the poor through more appropriate institutions,
These changes would put AID in a position to recognize the
development capacity of these institutions and to respond to it
appropriately, It could provide large-scale grant suppon or financ-
ing on soft terms (depending on the nature of the development
activity and the strength of the organization) to federated structures,
service organizations, and other intermediary and facilitator
institutions, as well as 1o the more responsive public-sector
agencies, particularly those at the municipal and provincial levels. It
could provide the long-term support that institution-building
activities, for instance, require. It could also help these organi-
zations convert simple revolving loan funds into more sophisticated
financial mechanisms, upgrade their administrative discipline, and
enhance their leverage with national government agencies and
access (o their decisionmaking, resources, and services.

When their internal administrative and financial systems are In
place, these intermediary and service organizations become prime
candidates for financing by the World Bank, as well as the Inter-
American, African, and Asian Development Banks. Building on the
longer- and harder-term lending of AID and other bilateral aid
institutions, the banks would provide larger amounts of credit at
somewhat less than prevailing international interest rates. With
credit generally unavailable from domestic public and private
sources for non-governmental development activity and with local-
level government often lacking in resources, Bank financing can be
a critically important injection of capital for local endeavors.

If IDA funds were available for poor people rather than poor
countries, they could be used alone or mixed with QRD funds to
reduce the cost of borrowing and support a broader range of
development programs. They might also be used in much the same
manner as are the low-interest loans of the Program for the
Financing of Small Projects of the Inter-American Development
Bank (IDB), which provides financing of up to §500,000 to
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indigenous NGOs. While the IDB program serves a useful purpose,
it has done litle to influence the institution's mainstream operations,
which continue, for the most part, lo bypass Latin America’s most
effective development organizations. Tt would be logical for the
recipients of support from the Small Projecis unit eventually to
become candidates for normal Bank financing, and for the unit to
be an advocate within the IDB for a major project implementing role
for these organizations. ‘The IDB and the World Bank, as well as
the other MDBs, might also fund these NGOs (o help monitor the
environmenial and development impact of the projects that the
banks finance.

While formal coordination among the various aid institutions
can endanger the independence and responsiveness of the smaller
funders, communication among them, both in Washington and in
the field, is essential. Interaction in Washington should be limited
to the sharing of learning, which would constitute a significant
contribution by the RDFs and PVOs to the larger aid organizations,
This transfer of Jeaming would be facilitated by the recommended
participation of the presidents of the RDFs and the PVO foundation
on the beard of the new bilatera! aid administration,

Communication on program-related matters should be restricted
to the field. ‘There, the discourse would ideally be more structured.
AID should elicit the assistance of local NGOs in each country, in
accordance with Africa zid legislation under consideration in
Congress, to help it establish consultative mechanisms through
which knowledgeable NGO representatives could, on a regular
basis, advise AID on matters ranging from institutional choice and
project "find" to programming and policy formulation. The contacts
with NGOs and the informal advisory sessions could be arranged by
representatives of the RDFs, 1S, PVOs, and other Northern NGOs,
who might also participate in these meetings. Quarterly or semi-
annual meetings might be held for the specific purpose of injecting
local-level input into the preparation of Action Plans, Country
Development Strategy Statements, and positions for policy dialogue.

It must be made clear, however, that, while AID might propase
the establishment of the consultative mechanisms, control of the
consultative process itsell would have to be in the hands of the
participating NGOs. 1t is they who have the more extensive contact
with local-level realities and who understand the context and
pertinence of the information and perspectives they would be
sharing with AID. If AID were permitied 1o direct the consultations
und elicit the information it needed (o fit into [ts own preconceived
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plans, lide progress will have been made and the position of local
popular organizations could be jeopardized. Until AID has gained
greater autonomy and far more experience with, understanding of,
and sensitivity to such organizations, there are many smali aid
organizations that will refrain from playing an intermediary role.

Most Northern NGOs would probably take the same position
vis-d-vis the World Bank and the other MDBs and international aid
organizations. Regional forums and national mechanisms for
consultation must be organized by Southern NGOs (with Northern
NGO assistance where requested) to ensure that they are structured
to promote local development objectives. For their part, most
Northern NGOs would also be wary of participating in the
establishment of a World Bank advisory unit unless the Bank
demonstrated a sincere interest in responsibly supporting the
independent efforts of their Southern counterparts. Once trust had
been established, the unit would assist World Bank project officers
preparing to travel to the field to identify potential implementing
institutions; it would facilitate field contacts and prepare Third
World institutions for Bank staff visits. Should relationships develop
in the field, Northern counterpart NGOs might play a useful
advisory and supportive role during project development. The
debriefing of project officers by the unit upon their return would
help to build an imporntant knowledge base about a relatively new
set of aid relationships.

LINKAGES ON THE PERIPHERY

A major question is where within the U.S. government structure
responsibility should lie for multilateral bank policy, When IDCA
was established in 1979, Treasury prevented the usurping of its
authority in this area by the IDCA director. Many have continued to
urge that the head of our bilateral aid program become the U.S,
representative (o these banks In order to bring a developmental
perspective 1o bear on them. In some Buropean governments, such
is already the arrangement (but it is difficult to assess the impact that
it has had), In the current context of U.S. foreign aid, it is difficult
o see whal, if any, difféerence such a change would e Were
AID to be transformed into an independent administration, however,
its control over MDB policy would indeed be significant. If control
were not wrested from Treasury, the new aid administration should
be given the responsibility to monitor MDB-supported projects in
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the field 2nd to repont to Congress, suggesting ameliorative actions.

The aid administration should not go so far as to establish
structured relationships, or participate on coordinaling committecs
with other government institutions, such as the State and Treasury
Depantments, whase purposes are other than developmental. ‘There
is little evidence that such formal interactions have moved the later
(o become more "anti-povertly” in nature, while these structured
contacts can have unfortunate reverse effects on development
assistance organizations, as history has shown,

An independent and restructured AlD could play a constructive
role, however, vis-3-vis the Overseas Private Investment Corporation
(OPIC). In 1977, The Development GAP assisted the House
Subcommittee on International Economic Palicy and Trade in
drafting a development mandate for OPIC that was subsequently
included in the congressional report accompanying the QPIC
Amendments Act of that year, Eleven crileria, by which OPIC-
assisted projects were w0 be judged, were laid out. OPIC's develop-
ment office has made a good-faith effort to comply with several of
them, particularly those relating to the generation of employment
and to forward and backward linkages 1o local enterprises, Yet, it
has been unable, because of its small size, to assess, for example,
the effects of investments on net local employment, the supply and
distribution of basic foodstuffs, and the degree of concentration of
the ownership of land and other productive resources.

A fundamental problem facing OPIC is that it Is, by its nature,
not capable of complying with this mandate. Although authorized
under the Foreign Assistance Act, the Corporation is not a
development assistance institution and thus should not be included
in a new development assistance structure. Its principal mandate is
to assist U.S. companies through the provision of investment
guarantees or financing. Hence, its resources are not provided
directly 10 the poor and the benefits they generate trickle down, if
they are enjoyed by the poor at all.

Wherever OPIC is located in the government, there is a need
nonetheless to ensure (o the maximum extent possible that its
efforts have a positive impact on development overseas, [ts
development mandate has been somewhat helpful in this regard,
and it appears that recent legislation backed by environmentalists is
being taken at Jeast as seriously by OPIC. Both environmental and
aid institutions could and should channel 1o OPIC and Congress the
local-level input they need to monitor effectively the impact of
investments at that Jevel.
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The objectives of the Peace Corps, on the other hand, are
consistent with those of the regional development foundations and
many of the PVOs, as well as with AlIY's congressional mandate. It
can—and already does to a limited extent—play a constructive role
at the local level by informing AID and the RDFs of promising
participatory development initiatives. This role, and the Peace
Corps' overall effectiveness, would be enhanced if it were 10

greater volunteer involvement with organizations that work
direcsly and in a panicipatory fashion in poor communities,

The Peace Corps would also become more relevant if it did not
prescribe development strategies. It has jumped on the small-
enterprise bandwagon, for example, and is expanding its program in
this area, emphasizing small-business development in its discussions
with host-country governments. Such initiatives, which compromise
the responsiveness of the organization, are, in good part, the
outgrowth of a large bureaucracy in Washington. The Peace Corps
would be far better off if it were to reduce the size of its
Washington staff dramatically, and encourage all programming to be
handled in the field. Its recent success in depoliticizing the
selection of country directars should greatly improve the quality of
local programming,

The emphasis on small business also reflects the political
pressures the Peace Corps has faced, especially over the past several
years. It has effectively resisted many of these, but expansion of its
progtam in Central America and the Caribbean on the heels of the
Kissinger Commission report and the Reagan Administration's
Caribbean Basin Initiative raises serious doubts about ils true
independence. Like the regional development foundations and the
proposed aid administration, the Peace Corps could exercise greater
independence of action if it were to be reconstituted as a govern-
ment corporation and provided with an independent board of
directors, as has been proposed In congressional legislation.

Whatever the strengths and weaknesses of the Peace Corps, it
provides an invaluable experience to its volunteers, They constitute
an impornant resource that AID and other aid organizations should
bring in-house to an even greater extent than they do today.

-

DOING MORE WITH LESS

While feld-experienced staff can do much 1o improve the quality of
development aid, the importance of its quantity can be, and has
been, overemphasized, 1t is becoming increasingly evident that
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increases in aid have not been paralleled by improvements in the lot
of the Third World poor. It is equally clear that the institutions that
gobble up large amounts of our assistance have far less to show for
it than do smaller initiatives requiring relatively little support,

This raises a number of fundamental issues. First, the question
of who receives aid is far more important than the amount trans-
ferred. Second, as aid by itself cannot resolve the poverty problem
In the Third World—where at least three-quanters of most countries’
populations are poor—aid must be able to help stimulate a develop-
ment dynamic that can call forth the enormous amount of human,
physical, and technological resources that are found at the local
level. The recipients of our aid should therefore be chosen on the
basis of their ability to generate and support local processes of
participatory development. Third, aid should be provided to these
organizations in amounts commensurate with their absorptive
capacity, and not on the basis of country budgets predetermined by
assistance agendes and their desire to move money,

A decade ago, Robert Mashek of the Inter-American Foundation
reached similar conclusions after reviewing ten projects financed by
AID, the World Bank, and the IDB in Lalin America. In a subse-
quent memorandum to the International Division of the Office of
Management and Budget, he criticized the top-down approach
tzken by the three institutions and suggested that they support *. . |
those programs and projects that people and organizations plan and
support with their own resources, be they money, manpower, or
political will" He concluded that "global increases in foreign assis-
tance budscu should be postponed until major changes are
instituted, . Absorplive capacity cannot be determined until
there is wme sense for the initiatives that the developing people
will take" (Mashek, Memorandum, pp. 3-4).

This and similar advice from others has gone unheeded for
years, but now the U.S. deficit crisis Is forcing 3 curtailment of the
expansion of aid programs and budgets. Selective cuts could be
made that would preserve the institutions and programs that have
been effective in promoting equitable development, while elimi-
nating investments in counterproductive programs and those
expenditures that do little to enhance programmatic effectiveness.
Congress would be able to make significant cuts in development
assistance if the institutions that dispense it were limited in their
project and program funding o providing support to thase organi-
zations with successful track rocords ondy, in amounts that match
their absorptive capacity, Additonal savings could be achieved
though u sizeable reduction in both AID' Washington-based stafl
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and in its dependence on consultants to handle project-related work
in the ficld, Of course, substantial cuts could be made in ESF and
military assistance without any adverse effects on the efforts of the

Aid appropriations could be further reduced if Congress were to
reject requests for increases in the IBRD's capitalization and IDA
replenishments linked to the massive expansion planned for World
Bank lending. A significant portion of these credits will be made
available for structural and sector adjustment purposes in an aempt
1o help commercial banks recover their problem loans and to tum
government policies further in a direction that has been disastrous
for the Third World poor over the past forty years. The use of
taxpayers' money to bail out these banks would be an irresponsibie
act on the part of taxpayers' representatives, Similarly, Congress
should limit its appropriations to the other MDBs until they reosient
their lending and demonstrate that they are supporting institutions
and programs that incorporate and benefit the poor and their
activities,

Meanwhile, the growing demands and dependendies of the PVO
community on government funds could be effectively and
responsibly reduced by restricting the government contribution to
PVO budgets to 50 percent of their respective incomes. In deter-
mining the budget of the new PVO foundation, Congress could
project the prospective demands on the foundation by calculating
the current level of PVO fundraising among their constituencies and
in the private sector in general,

The regional development foundations, on the other hand,
should receive modest and steady increases in their budgets. The
Inter-American and African Development Foundations have
demonstrated their abilities to respond to the self-help efforts of
popular organizations, to restrict their funding to this clientele, and
to follow faithfully their congréssional mandates. The increases
should be modest, to enable the two foundations (as well as a new
Asiz counterparnt) to learn from their grant-making, avoid over-
funding, and resist bureaucratic impulses. Overhead, in the
meantime, should be kept low.

1t is not enough, however, that the more respz‘ral“ve aid insti-
tutions satisfy themselves with effective small-scale ng. At one
time, the building of a broad base for change would have been
sufficient. 1t is still critically important, but not enough in and of
itself. Over the past several years, the impact of aid and of the
development strategies it has fashioned has been dramatic, as the
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circumstances of the poor have deteriorated rapidly. Increasing
numbers have slipped into survival modes, No amount of local-
level funding can check this tide as long as Northem governments
promote national policies and progeams overseas that are anti-
thetical to the well-being of the poor and the processes of social
change Those Americans who work at the local level in the Third
World and who undersiand this reality have a responsibility to
convey this perspective in the public arena.

Anger and resentment linger just under the surface in much of
the developing world  Thaose in this country who do not recognize
this—who do not discem the rapid marginalization of much of its
population—are seriously out of touch with Third World realities.
One has simply to view these societies from within their urban
stums and rural villages to understand that the system is continually
working against rather than for the poor. From those vantage points
it is not difficult to see the absurdity of people thousands of miles
away continually shaping new solutions to problems they have
never experienced, for societies they do not understand, for the
purpase of assisting people whom they have néver consulted, It is
as much this arrogance as the impact of our palicies that angers so
many in the South.

We are at a crossroads, The profound problems that the trillion-
dollar Third World debt both reveals and creates will not g0 away,
We have a choice, We can continue to define development for the
people of the Third World, wrapping it in the rhetoric of whatever
fad or cliché follows 'basic human needs® or *private-sector
initiative," or we can let go and allow the poor 1o define their own
needs and support them as they take their own initiatives. We need
to change the paradigm, turn it upside down, and build respectfully
from below. If we listen to the voices of the poar, recognize and
underwrite their Institutions as engines of social change, and
withdraw suppon from those structures that are now impeding that
change, we can play & role in the engendering of equitable, broad-
based, self-sustaining development and new democratic structures.

For many decisionmakers in the United States and in the aid
world, letting go and leaving room for the intended beneficianies of
our assistance to define their development courses is a risky
proposition, It provides no assurances that the routes chosen will
be familiar or that they will lead In directions that appear compat-
Ible with short-term U8, interests, hawever they may be defined.
Yet, from a nationalinterest pesspoctive, this is the very strength of
a foreign ald approach that Is responsive to the needs and efforts of
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the people of the Third World. It represents to those populations a
recognition on the part of the United States of their right and ability
to determine their own future. This recognition is the basis for
sustained economic and social stability and holds the promise of
lasting relationships of mutal appreciation and respect. 1t is in the
building of this stability and such relationships that true, long-term
U.S. interests lie,

The paradigm we have presented holds this promise. We
recognize its limitations and some of the difficulties it would create
were it not to be implemented appropriately, 1t is not designed o
allow us to solve the Third World's problems, nor to provide a
quick fix, nor to manage the development process. lts strength is in
Its responsiveness, in the trust it implicity places in the Third World
poor and their own organized efforts, and in its recognition of the
creativity and resiliency that exists at the grass roots throughout the
Third World,

Those who would question an investment of so much faith in
popular organizations need only reflect upon the folly of channeling
billions of dollars through unresponsive, ineffective bureaucracies of
often corrupt and repressive governments or through private
structures controlled by these countries’ small, wealthy elites in the
hope of helping the poor and generating a process of self-sustaining
development. It is bad enough that we have poured so much
money down this drain. What is worse is that it has been used 0
further concentrate power and wealth, and that its effect has been
the perpetsation and exacerbation of poverty, Certainly, there is no
developmental basis for a continuation of our assistance through the
major aid institutions unless they become vastly more effective and
accountable to the poor populations that they claim they are
serving.

The only truly successful aid programs have been those that
have responded to the requests of poor people's organizations and
helped 1o build 2 support system from below, The foundations of
such a system already exist In the public and non-governmental
sectors. The need now is 1o build the right structure upon it.

-

APPENDIX A
A Strategy for

Popular Involvement
in Regional
Development Planning

While the use of conventional data has afforded regional planners
the capability 1o generate technically feasible plans, problems can
arise in implementation due to the planner's lack of understanding
of the dynamics at play ar local levels. A valid understanding of
local and regional dynamics can only come about through
communication between the planner and public. Beyond this, there
has been increasing recognition of the need to Involve local
populations, especially the poor, in determining the nature of
projects and programs from which they are 1o benefit.

In order to accommedate public input, successful participatory
planning has usually involved a decentralization of the planning
process in which local plans are aggregated to form a regional
strategy. While the logic in favor of such decentralization is strong,
maost existing reglonal planning entities are in fact centralized, and it
is unrealistic to presume that they can be dramatically reoriented
and restructured in the short term. It is far more practical to move
toward decentralization gradually; that is, 10 pursue the initial
opening-up of conventional planning to allow for meaningful public
participation.

Adapted from Public Participation in Regional Development
Planning, by The Development GAP, in conjunction with Avrom
Bendavid-Val (1980), a synthesis and elaboration of two reports on
the subject commissioned by the Urban Office of USAID's
Development Support Bureau.

L]
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There are two major considerations which govern the initial
attempt 1o elicit public participation at the regional level. First,
meaningful participation will best result from ongoing dialogue
between the planning entity and local populations, rather than from
the elicitation of one-way, one-time public inputs. Second, to assure
the effectiveness and utility of public participation to planners,
public inputs must be made to conform, in form and content, to the
different data needs of the various stages of the planning process.

There are various approaches to eliciting participation, and the
utility of a particular approach in any given planning context must
be assessed according 10 a few key criteria.  These include: (1) the
dependability of the information which would result from the use of
a given approach; (2) the practicality of the approach with regard to
cost and effidency; (3) the approach's integrability with the region-
al planning process; and (4) the amount of local support for the plan
which 2 particular approach may generate.

A summary and initial assessment of the categories of partici-
patory approaches available to planning entities are as follows:

1. *Ome on one” approaches: all approaches employed to elicit
local input on an ‘individualized” basis from the general local
population. This general approach has two principal strengths.
First, it provides a sound basis for eliciting a broad sampling of
individually expressed needs, Second, it gives the planner 2 high
degree of control over the precise form and content of the infor-
mation injected Into the planning process. On the negative side, the
approach does not provide a reliable means for gaining a "depth of
understanding” of felt needs. Furthermore, it engenders a *passive”
posture on the part of respondents and therefore does not constitute
a vehicle by which intensive local suppont for the implementation of
the plan can be mustered.

2. Communication with community leaders; interaction with
local leaders that are representative of their community, have some
degree of authority, are sensitive to the development concerns of
the community, and understand the broader planning context. This
approach ranks high in terms of practicality and integrability since
community leaders are usually visible, approachable, and often
more knowledgable about development issues than average
citizen, They can also be valuable allies in the attempt to imple-
ment a plan, On the other hand, they may in fact not be highly
representative of the local population-—neither in terms of their
status nor thelr perspectives—and can thus prove 10 be undepend-
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able sources of needs information, as well as drawbacks to sus-
tained program implementation. In addition, the casts of attempting
reliably to determine leader ‘representativeness® can ofien outweigh
the benefits to be derived from the use of this approach.

3. Interaction through communiiy meetings: the convening of
community meetings or public hearings to discuss important plan-
ning issues and receive helpful feedback regarding local needs. 1If
carried out with consummate skill, this approach can render reliable,
collectively expressed needs information, while providing the basis
for the creation and growth of an authentic movement toward
development at the community level. It is also practical, since it
does not require the existence of institutional bases at that level; in
fact, it might stimulate the creation of such institutions.  Community
meetings can be difficult to organize and control, however, and skill
is required to elicit broad, democratic, and technically manageable
responses. Accordingly, this approach necessitates the involvement
of experienced community organizers,

4. Interaction with representative community and mulii-
viilage organizations: communication with established, represen-
tative local-level organizations which have a life of their own
beyond functioning in response to the planner's request for input
into the planning process. Although considerable time and effort
are often required to identify and assess the representativeness of
these organizations and their leaders, the expense can prove
worthwhile. Representative, local-level institutions can provide an
efficient and viable basis for both the reliable elicitation of ex-
pressed needs—either on a one-time or ongoing basis—and the
generation of local support for the implementation of a plan. In
arder o assure the cooperation of these institutions, accommodation
may be required in the planning process for delays caused by intra-
organizational decisionmaking and for adjustments in response to
organizational feedback.

5. Interaction with representative, functional organizations.
communication with local-level organizations whose existence,
structure, and operations are based upon a specific production-
related function. The considerations here relate quite closely to
those regarding representative community organizations. Again,
considerable tme and effort must be spent in determining represen-
tativeness, and some flexibility in the planning process must be
demonstrated 10 insure ongoing cooperation.  Fanctional organi-
zations can bo most uselul in: () the elicitation of highly accurite
Informution, and expertise, related to their respective service
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specializations; and (b) the lending of experienced support (o the
implementation of a plan. As functional organizations may not rep-
resent 1o any significant degree the population as a whole, they do
not provide reliable sources for the general elicitation of expressed
needs.

6. Interaction with representative, regional-level organizations:
communication with regional-level organizations composed of
numerous local groups which may be both community and
functionally oriented. A major consideration with regard to this

ch is whether the considerable expenditure of time, effort,
and other resources required to determine the degree of
representativeness of regional organizations and their leaders is
worth the potentially large payoff that they may produce. Dividends
can include highly accurate and useful information, effective
planning assistance, and region-wide support for the
implementation of the plan. To the extent that these organizations
are representative, their broad perspectives and experience in
plann!ngmdcru\emmu\dynmblemtomcphnw. This
approach can call for the planner to surrender some control in order
10 better coordinate regional and local-level planning processes.

CONSIDERATIONS

While participatory approaches must be assessed in specific
planning contexts, in most cases no single approach will sufficiently
satisfy total informational nceds, ensure adequate public repre-
sentation, or conform 1o the specific process demands of planning.
As previously discussed, sole reliance upon surveys can yield
broadly representative data on specific issues but does little to
pmmemiveorco«ﬂnuwpuﬁdpwononuwpmdlhepub&
Interaction with representative organizations, on the other hand, can
generate information which effectively addresses aggregate
concerns, However, not all regions in the Third World can boast of
organizational structures broad enough in both popular and sectoral
representation 1o be able to provide effective and comprehensive
inputs throughout a regional planning process.

Therefore, there is 4 need, in all but the rarest of cifcumstances,
to use various approaches to eliciting public input in a combination
appropriate to the specific characteristics of both the region and the
planning process. The design of such a participatory strategy must
in all cases be based upon a few key considerations,
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First, the data needs of the rational-process planning cycle are
such that public input must correspond to the planning process.
Specifically, the content of public input must proceed from being
more general in nature 1o more specific. At the goal-setting stage of
planning, there is litde use in eliciting direc, individual expressions
of needs, since the planning has not progressed to a level of
specificity which can accommodate direct, individual input. Rather,
the public input should provide a warking definition of the social
and economic concerns of the population as a whole, At this stage,
the objective is 1o provide planners with insightful, aggregate
information upon which the initiai goals of regional planning can be
at least partially based. As the planning cycle disaggregates
geographically and sectorally and defines alternative strategies and
projects; public participation and its information outputs should
become, in turn, more direct and specific in addeessing these
alternatives.

Second, sound planning decisions relating to project imple-
mentation require public input of significant depth. The planner
must have information that presents more than static, one-time
development preferences from the local population if he or she is to
effectively plan projects that complement local social and economic
dynamics. To understand and interpret these dynamics within
various groups in different communities, the planner must have
some notion of the values that underlic the preferences adopted by
different segments of the regional population, Valid, in-depth
information will best result from a focused participation strategy that
facilitates ongoing dialogue rather than the elicitation of one-time
inputs (Burke, "Strategies").

Third, the formulation of a participatory strategy should be
based upon specific regional and sub-regional characteristics which
are relevant to the inhabitants' participation in planning. Given the
diversity of regional settings within the Third World, a complete
analysis of relevant local variables must be made on a case-by-case
basis. There are, however, a few factors which should be assessed
in all cases, They are the following:

1. The existence of representative organizations: Since such
organizations can provide the comerstone of a sound and efficient
participatory strategy, it is essential to locate such entities and assess
their representativeness in the strategy's preparation. To the degree
10 which such organizations can act as facilitators and conduits of
representative Jocal input, less rellance needs 1o be placed on more
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individualized approaches, such as indirect o group Surveys.

2. The depih and current status of democratic traditions within
the region: An assessment of this factor will reveal the degree (0
which a participatory endeavor per se may represent political and
social change, It will allow the planning entity to determine the
level of intensity of participation that can intitally be pursued
without creating undue tension within l;c:l P:::Lemmenul and

lanning establishmenss and jeopardizing ipatory process
End consequent planning benefits (Fagence, Panicipation).

3, The level of planning experience among the local poprlation:
The public’s capacity to participate in planning should be assessed
10 ensure that initial participatory mechanisms do not make
unrealistic demands—a cause of public frustration dited in 2 number
of case studies (Fagence, p. 366). To the extent that local popu-
lations have participated in planning exercises, their ability to
conteibute more quickly and more substantially to the pla.nning
process is enhanced. In cases where local experience is significant,
participatory mecha-nisms such as local *charrettes,” which are
based upon "shared planning” concepts, may be utilized. In other
cases, more basic methods—such as community meetings and
interaction with local functional organizations—must be 9dlized asa
means af providing initial 10 local communities. Overall,
the greater the understanding the local population has. o.f‘the
external reality affecting it and of the relationship of local conditions
to that reality, the more relevant and significant will be its
contribution to reglonal planning.

The foregoing points suggest a few basic guidelines that should
be followed in forming a participatory strategy. Most fundamentally,
the final sdcaimorpubuc-lnp\umednnismnobcusedwhhlnn
particular region or sub-region can only be made, in most cases,
after instituting local contact. The appropriate selcctiop o‘f an
approach, such as interaction with local development organizations,
for example, unaﬂybeeﬁecnedaﬁasometypeofcmumngof
wchotgmiuthmhasbeencmdumd;maisnemryloﬁrﬁom
ifandwheremcycxinandwwhnemuﬂwyreptucmmeloal
population. Similarly, interaction through either community
m&hgsmmmmnhyhsdewmbepmdedbymmm
of local social structures, both formal and informal, in order (0
determine the quality of local communicative chmn_els and
capabilities. ‘These measures are pecessary not only 1o enable the
planning entity to select appropriate participatory approaches at the
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regional level, but also to specify which mechanisms would best be
used in different pans of the regions. In addition, this will allow for
the identification of the results expected to be yielded by the
participatory process within a given time frame.

Conversely, perhaps the most fundamental mistake that could
be made would be 1o impose a participatory strategy constructed on
a deductive basis solely 1o conform to the needs of the planning
cycle. The major problem with strategies that do not evolve out of
an analysis of local areas is that they may by-pass efficient and
politically sensitive local institutions and/or pursue mechanisms ol
public input simply unsuited to local norms, An example of this
would be the use of survey techniques within areas in which
teaditional village meetings are the normal means of commmuni-
cating with outsiders.

It becomes obvious that the most effective type of public
participation will evolve from a patient, flexible approach that "feels
its way through” at local Jevels, using combinations of participatory
mechanisms which correspond to both the speciftc characteristics of
the areas or sub-areas in question and the ongoing needs of
planners. The basic objective is 1o construct & panticipatary system
based upon the social and organizational strengths that local
popalations inherently possess. To fully realize this, field analysis of
local areas should be among the first steps in the design and
implementation of a particpatory strategy.

A GENERIC STRATEGY

While it is obviously impossible to construct a specific participatory
strategy for application throughout the Third World, it is possible to
outline a generic approach which may serve as a guideline in
designing stralegies for particular areas. Accordingly, a two-phased
generic strategy will be outlined which roughly satisfies the
requirements of both the planning and paricipation systems, The
two phases, or cycles, of the strategy correspond to the two most
appropeiate entry points for initial public input:  goal setting and the
comparative assessment of options. This approach assumes little or
00 previous experience in the elicitation of public parnicipation on
the part of & planning entity, and thus represents the first step in a
transition toward participatory planning.  Planning entities that have
previausly adopted, or are currantly adopting, pacticipatory
technigues can modify this approach o meet thelr awn needs,
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The first phase of the participaton strategy corresponds o the
goal-setting stage of planning and has three primary purposes: (1)
to introduce the planning exercise and its limitations (in terms of
funding, technology, etc.) to local citizens and organizations and
inform them of their opportunities to play a role in it; (2) to
determine the most appropriate mechanisms of public participation
for use in the second phase of the participatory process; and (3) to
elicit the public's general development concerns for the planner's
use in goal formulation. Because the needs of the planning cycle at
this stage are wide ranging and exploratory in nature, public input
should be as broad and inclusive as

The basic methodology utilized during the first phase would
best follow the lines of a loosely structured approach (o participant
observation. Field stafl would initiate contact with local leaders,
institutions, and private citizens to discuss the general purposes of
the planning process and obtain thelr initial feedback on local
development needs.  This approach should remain informal rather
than highly structured, as the object is to elicit broad opinion while
gaining a basic understanding of the social, organizational, and
economic systems in place at local levels, Field staff should also be
encouraged 1o get to know local communities as well as possible
through such means as attending public meetings (formal and
{nformal) and spending time in local markets and even taverns.
(This suggestion may not seem serious at first glance. However, in
the UK, the Univessity of Nottingham's School of Planning elicits
participation in urban planning by constructing portable scale
models of communities and then having local residents actually lay
out their community the way they would like it to be. One of the
best enviornments they have discovered for daing this Is in the
pubs)

Since no decisions that would have immediate impact on local
areas are made at this planning stage, public input can be elicited
through indirect as well as direct mechanisms. Thus, reviews of
relevant literature and research and, where appropriate, structured
surveys can be undertaken 10 complement the ongoing field work
within the region, -

The major output of this first stage should be a coordinated
series of reports, composed on a sub-regional and sectoral basis,
that attempts to define creatively the major development concerns of
local populations. These concemns should be related both to the
soclal and economic contexts at local levels and to the scope and
limitations of the planning process, In addition, an analysis of local
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organizations and planning capabilities should be completed as a
peeliminary step in the planning of the second phase.

The Initial reports on local development concerns should be
synthesized 1o present common problems, concems, and develop-
ment ideas on both a region-wide and sub-regional basis. These
syntheses, together with initial assessments of local-level develop-
ment activities and capabilities, should be fed to planners for
analysis In the setting of regional development goals.

Once alternatives are generated within the planning process and
translated into local options, field staff would return to Jocal com-
munities in a second participatory phase for specific responses 10
these options. Responses would be sought here through some
combination of direct public-input mechanisms, such a5 community
meetings, individual and group interviews, and the canvassing of
local organizations—the choice of a specific second-phase design
having been made through an analysis of local social and organiza-
tional variables in the first phase. ‘The direct-input data generated
in this phase would then be processed in quantified form and
disseminated, on an option-by-option basis, to the planning units
charged with responsibility for the geographical area and/or
planning sector relevant 1o each planning option,

Although flexibility should be maintained in the selecticn and
implementation of mechanisms, this second phase must, by
necessity, be more structured, direct, and specific than the fisst
phase. As the planning process has now moved to a stage of
specific strategy and project options, public feedback must now be
direct, offering affirmative, negative or alternative replies to each
option presented. While field staff should pursue broad public
response to options through whatever mechanisms are appropriate,
responses should be systematically recorded and later quantified for
inclusion In the data analysis process.

‘This second phase should be viewed as ongoing and repetitive
in nature, and should not be considered as a limited, one-time
phenomenon. Since the planning process continues over time, and
generates optional strategles and projects in an iterative fashion,
public input should, correspondingly, continue along with it,
Furthermore, through this extended process of local participation,
there should evoive local-level participatory systems related to
planning which would facilitate public involvement in subsequent
project planning and implementation,

While other valid strategies can be developed to facilitate
participation, thelr design should include some of the critical
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elements of the participatory approach presented here. By
deepening the level of specificity of public inputs over time, this
approach closely parallels the planning process itself, providing
appropriate data al appropriate stages. At the same tUme, its "two-
phased” cycle facilitates a process of fteration and dialogue at Jocal
levels which is crucial to eliciting valid public input. Similardy, its
emphasis on repeated contact would allow field staff o establish
trusting relationships within the communities in which they work
Lastly, its "open-ended® approach to the selection of participatory
mechanisms provides a critical element of flexibility in determining
an appropriate level of participation in the initial stages without
compromising the validity of results,

PLANNING ENTITY ROLES RESULTING
FROM USE OF MODEL STRATEGY

The use of the basic strategy outlined will lead the planning entity
toward a particular set of activities depending upon the participatory
and organizstional factors present in the region or sub-regions.
While it is clear that such factors will be present in varying degrees
within different regional contexts, it may be useful to examine the
roles that the planning entity would adopt when such characteristics
are exhibited in the extreme, Toward one end of the spectrum, for
example, one might well find regions that possess a strong
democratic tradition of public involvement in local decisionmaking,
a sound network of local and regional organizations, and a
significant degree of local experience in planning of one form or
another—characteristics which may often, in fact, be found together.
In contrast, other regions may have little tradition of formal
participation in either local decisionmaking or planning and few
representative organizations.

In the latter case, in which the level of organizational develop-
ment and local planning experience is low, the participatoey system
will be characierizerd by a reliance on more basic approaches such
as participant observation, small group interviews, and.interaction
with traditional community leaders. Correspondingly, there will be
2 direct and rather pervasive involvement by the planning entity (or
its intermediary agenD) in eliciting public input. In these circum-
stnces, formal, more structured participation by local residents must
be initiated to some degree within communities.

While valid public input can be generated through this process,

-
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such results will be achieved without the advantage of the time- and
resource-saving shortcuts provided by local participatory structures
that already exist. However, such a basic participatory approach
can yield substantial gains in terms of local capacity bullding,
organizalional development, and local involvement in project
implementation.  Such capacity building is in itself developmental,
and would be necessary to the future development of such a region
in any case. Thus, resources allocated to this process should not be
considered unimportant to either planning or project development.

In the opposite case of a region with a high level of partici-
patory and organizational development, public involvement can be
facilitated through local structures already in place, with more basic
approaches being used in a more selective and complementary
manner. The involvement of the planning entity in the elicitation of
local inputs need not be as direct; instead, advantage can be taken
of local organizational experience in facilitating public input, The
focus in this case would necessarily shift toward the use of "shared
planning" approaches, in which, after initial outreach efforts, the
planning entity would assume both a planning and advisory role
with local organizations and communities.

This shift toward shared planning would result in many cases
from the expectation of local residents in such regions to participate
not only in the assessment of project options presented to them, but
also in the design of their own local projects. In such cases, the
planning entity would still présent its own project options for local
response, but should also advise local groups on the technicil
feasibility of their own project ideas and on how well these Tit
within the regional strategies being developed. On the basis of such
a dialogue, a complementarity of effort should evolve whereby both
larger, centrally planned projects and local self-development
endeavors would conform to a regional strategy and be mutually
supportive.

ORGANIZATIONAL FUNCTIONS AND REQUIREMENTS

The implementation of a participatory planning steategy, even a first-

step steategy, will, in all cases, require some alterations and
additions to the planning system. The exact type of changes or
additions called for will, of course, vary widely according to

particular regional and sub-regional characterstics, Our purpose
here is to discuss the general funcitons and concomitant
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organizational capabilities and requirements that are essential in any
Allempt to engage in regional participatory planning. There are
throe sets of functions and related capabilities the planning entity
must Incorporate in order to implement a3 participatory program.
These functions are external, internal, and intermediate to the
planning process iiself. (This breakdown of functions cormesponds to
three systems-theory dimensions of external, internal and inter-
mediary lor interface] environments.)

The necessary functions. external to the planning system,
encompass: (1) the contacting of local populations and organi-
zations to inform them of the scope and general purpose of the
planning; (2) an investigation of the general social and economic
needs of the region's inhabitants for input into the goal-setting stage;
(3) an assessment of local organizations and local planning capa-
bilities; (4) the relaying of information on planning options and
alternatives to local levels; (5) the elicitation of feedback on these
ahiernatives {including information on locally developed plans); and
(6) the feedback of the public-input information to the planning
entity.

These external elicitation-feedback functions will require in all
cases the employment of fleld staff with capabilities in social
research, specifically in data collection and analysis, The personnel
ungaged in these elicitation tasks should have strong communication
skills—including the interpersonal skills needed to form trusting
relationships in diverse local situations—and at least some fore-
knowledge of, and familiarity with, the region itself. For this reason,
staff charged with these functions should have prior experience in
working with local populations and oeganizations within the region,
In this regard, the advantage of utilizing indigenous personnel to
represent the planning entity in eliciting loczl needs cannot be
overostimated. Also, while prior familiarity with general
development is necessary in carrying out these basic needs-
eliciution functions, field staff need not have professional planning
axpertise,

However, in regions with enhanced planning capabilites within
which independent local planning and project development activ-
Ites may already be ongoing, a more technical ocientation may be
necessary, In such cases, the planning entity’s external role must
include the eliciting of information on such plans and the offering of
advice on both their technical feasibility and their *fit* within the
reglonal strategy,  To the extent to which the adoption of 4 more
technical planning and advisory role iy necessitated by local
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activities, expertise in planning must be considered as a necessary
external capability.

The necessary functions fnternal to the planning system
encompass: (1) the reception of public input, both general and
aliernative-specific; (2) the dissemination of this data to appropriate
planning sub-units at the appropriate stages of the planning process;
(3) the monitoring of the analysis of public input within various sub-
units; and (4) the elicitation and outward dissemination of planning
alternatives/options as they arise within the planning sub-units.

These internal functions are essentially managerial in nature.
They require that a sound management and communication sysiem
be established ta coordinate both the diffusion of public inputs
within the planning structure and the timely elicitation of project-
option information from planners for public response. To assure
coordination of intemal functions, planning entities would be well
advised to place responsibility for these functions within a specific
staff unit or working committee. This unit or committee should be
paositioned at an organizational level high enough to assure contin-
ued access 1o all planning sub-units, Stafl assigned to these tasks
should be experienced in both management and intra-organizatonal
communication.

The crucial tntermediary function consists of the two-way
translating of planning outputs and public inputs. This function
relates to one of the major constraints to participatory planning; that
is, the failure on the part of the lay public and the technical planner
10 communicate. On the one hand, planners have traditionally
found that the public's articulations of planning problems do not
form a clear consensus, are "too loose," and are not tied to the
multiple alternatives and trade-offs which must be faced. In short,
the planning system cannot *comprehend® raw, unordered public
input. On the otheér hand, the public—even in the First
World—simply cannot readily comprehend the technical jargon of
planning. There is therefore 2 need for an “intermediary transiator”
function 10 render the technical outputs of the ongoing planning
exercise meaningful to the lay public while systematizing public-
input data for Integration into the planning process.

Successful outward translation is in large part dependent on the
abilities of field staff to render planning goals and options under-
standable to the lay public. While this basic ability can be upgraded
through training, planning entitics would be best advised 10 employ
field staff from the outset who are sensitive to local language and
custom and at the same tUme knowledgeable of the development
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The fnward translation of public input for use by planners
presents the technical problem of incorporating differing responses
from local residents and organizations on various planning options
presented to them. For example, surveys produce multiple respons-
¢s, while interaction with representative organizations may produce
a single position paper, quantified consensus opinions from a
membership meeting, or a single Informal response from an
organizational leader. To be usable within the planning process,
these numerous responses must be ordered, quantified, and then
stored in a manner that allows for continual recall, supplemen-
tation, and re-evaluation. This systematization is complicated by the
fact that plannerss require recorded information on both individual
and collective responses (o each planning option presented locally,
Information on each response should include: (1) the position taken
with regard to any given option—including alternatives to the
options presented; (2) the reasons given for the option or aliernative
selected; (3) the method used to obtain the input (e.g., direct or
indirect interview, organizational meeting, etc.); and (4) the source
of the response (e.g,, farmer, local savings cooperative, etc.),

There Is, therefore, a need to utilize some type of data-
processing system that is simple, adaptable to numerous planning
situations, and able to order numerous; unstructured inputs. The
specific adaptation of such a system should be made by internal
coordinat-ing staff in consultation with both planners and field staff,

INITIATION OF A PARTICIPATORY PROGRAM

There arc a few final considerations regarding genenl organizational
structure and function that are relevant to the initiation of a parti-
cipatory program. Foremost among these is the need to maintain
Slextbility with regard to the structure, staffing, and operations of
such 2 program. To be consistent with the two-phased approach
participation outlined previously, the planning entity should *feel is
way" in constructing a participatory program, making desisions on
long-term structure and staffing requirements as it continually gains
knowledge of the social and erganizational characteristics of the

At the beginning stages of a pamicipatory program, a refatively
small unit composed of internal coordinators, planners, and field
agents should be sufficient 1o design and implemént the broad
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needs-elicitation process within the region, to generally assess
participatory and organizational characteristics Jocally, and to design
the more in-depth phases of participation that will follow. Further
staffing and operational decisions can be made during or after this
stage on the basis of greater familiarity with the region.

In carrying out initial outreach and canvassing effoas, planning
entities in some cases may wish to acquire the services of an
independent organization already engaged in social research and/or
development within the region. In situations where the regional
planning authority already cnjoys relatively sound familiarity with
local populations and organizations, such an option need not be
exercised, and the agency can immediately move ahead to assemble
its own field staff. In other cases, the authority may wish (o engage
a professional organization already well versed in local affairs and
teusted within local communities to initiate outreach on its behalf,
and advise it on the longer-term structuring of 2 participation
program. Such agencies can also be utilized in the training of
planning authority field stafl and in the building of analytical
capabilities among local populations.

When outside rescarch and promotional agencies are used,
however, care must be taken to ensure that their work is integrated
with that of internal staff. As outside personnel enjoy familiarity
with neither the staff nor the planning process, their work can
quickly become extraneous to everyday affairs, and public inputs
may remain isolated to ongoing planning efforts.

Finally, it should be recognized that any transition toward
participatory planning must be paralleled by an openness on the
part of the planning authorily (o accept some measure of inno-
vation. While the strategies and approaches outlined herein do not
call for any major revamping of normal planning procedure, firm
policy support from planning officials for the inclusion of public
input within decisionmaking processes must be forthcoming from
the outset. Otherwise, the exercise may not be taken seriously by
either the public or the planning staff, and meaningful public
contributions to the design of appropriate strategies and projects will
not result.




APPENDIX B
Guidelines for
Collaboration Between
Major Donors and
Third World NGOs

Over the past few years, as aid programmed through Third Worid
government agencies and the private sector has shown the
limitations of its effectiveness in assisting the poor, some of the
major donors have begun to take an active interest in non-
governmental organizations (NGOs) as vehicles for the pursuit of
this objective. At the same time, increasingly tenuocus support in
European and North American legislatures for the budgets of these
donors has led 2 number of the aid instinutions to actively cultivate
relationships with Northern NGOs, which they view as potentially
effective allies.

Whatever the reason for this increased interest in NGOs, it is
welcomed news as long as constructive relationships are subse-
quently established. ‘Third World (or Southern) NGOs (TW NGOs)
have for a long time experienced problems in securing financial
support from their governments and their countries' commercial
banking systems. Many have evolved and expanded in terms of
their constituencies, their institutional structures, their capacities (o
manage credit and other resources, and their need for such
resources. Most of the major aid institutions have until now either
ignored this need and capacity or have marginalized thelr support
for TW NGOs within their overall lending programs. Rarely have
TW NGOs been given access to financing from these donors'
mainstream operations, despite the fact that they are often the most
effective development Institutions {n their countries and frequently

w
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possess an implementing capacity greater than that of the larger
public-sector and private business organizations.

The potential for 3 more significant set of relationships exists,
even if the rhetoric of the major donors still exceeds their willing-
ness to forge these partnerships. The dangers in the establishment
of such arrangements are numerous and serious, however, and
current indications are that many of these will be realized unless the
donors become more educated and responsible in their actions.

‘The problems that are likely to arise are related (o the tendency
on the parnt of the larger donoss to view TW NGOs as agents which
can effectively carry out programs designed by the donor and the
government. TW NGOs, however, have generally had extensive
experience working with the poor and are usually in a far better
position than the government or the donor to conceplualize, design,
and manage a development program that will have a constructive
impact at the local level. The proclivity on the pant of some of the
major aid institutions and host governments to try to control the
development process runs counier to the need to follow the lead of
those local organizations working direaly with the poor. If donors
assume a directive rather than responsive posture toward TW NGOs,
they will not only lose the greatest benefit that can be derived from
working with NGOs, but they will also compromise the indepen-
dence, the responsiveness, and ultimately the effectiveness of
organizations upon which the achievement of meaningful develop-
ment is in lasge part dependent.

An example of an effort by a donor to reshape the environment
to fit its own needs is the creation and imposition of a structure 1©
coordinate the work of TW NGOs. In light of the diversity among
TW NGOs in any country in terms of objectives, methodologies,
constituencies, and relationships with their government and with
donors, such an action is, at very best, presumptuous. Temporary
or long-lasting consortia can develop or, if they already exist, be
strengthened through a series of independent decisions by TW
NGOs as 1o whether 10 participate in the development of a project
A unilateral action by an outsider, however, or, worse yel, a bilateral
action by the donor and government to link private dévelopment
organizations with one another and with government will stimulate
resentment and a range of problems with which the TW NGOs, but
not necessarily the donor, will have w live.

Problems of this sort are moce prone to arise when donors fack
experience in local-level development and a sensitivity to the
circumstances of the local populations and organizations engaged in
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it. Those large donors that wish to promote development that incor-
porates and benefits the poor must have on staff people who know
how 1o identify, assess, work with, and upgrade local organizations
that represent the poor and their interests, Without this knowledge,
it is easy, for example, (o select an inappropriate institution (e.g, a
TW NGO created through foreign intervention and without roots in
the local environment), to overfund and thus undermine an insti-
tution, and 10 consume the limited time and resources of a TW NGO
without ultimately providing any benefit.

Having deall extensively with both local-level and intermediary
non-governmental organizations in the Third Warld, The Develop-
ment GAP began to work with the World Bank in 1976 to deman-
strate, through on-the-ground implementation, how institutions that
work responsively, directly, and intensively with the poor can be
identified and supported in the design and impleméntation of
projects. During the ensuing four years, we worked in seven Latin
American and African countries with the Urban Projects Department
of the Bank with responsibility for the income-generation
components of urban development programs, Through these efforts
we demonstrated how institutional arrangements can be made to
maximize the involvement of the poor in effective, relatively large-
scale projects with a few million dollars in financing, These
arrangements included: an NGO programming and on-lending funds
from a government bank; a collaboration among four NGOs; 2 large
NGO acting alone; municipal governments and community
organizations collaborating with a governmen! ministry and a
national banking system; a private bank working in conjunction
with an NGO and a government agency; and a collaboration among
NGOs, community organizations, and credit unions,

As a result of these and other similar experiences with other
donors and TW NGOs, we have leammed a great deal about the
pitfails and potential that lie in the formation of relationships
between major donors and non-governmental organizations, We
have found that many project officers who recognize this potential
have not pursued opportunities because of their unfamillanity with
the non-governmental sector. Others would be willing 1o venture
forward if systems were in place within their organizations that
reward the project officer for the deliberate selection of more
appropriate implementing institutions and for the ultimate on-the-
ground project effectiveness that it yields, rather than for the rapid
dishursement of large sums of money through institutions that have
never demonstrated such effectiveness.
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Phnoc,weoﬂ'ermefollowlngmiddlnesrorlncmponnngmlrd
World NGOs in major development programs to project officers
whnmhmmswdlnmrepmmhinghutimﬁomltmngcmm.to
pmgmmdimamwhomtpmvldenmppou!veenvimnmemam
sanction this approach as parn of mainstream operations if it is to be
widely adopted at the project level, and to others who, like our-
selves, want to see the organizations that are most experienced and
effective in working with the poor become the principal counter-
parts of the major aid Institutions.

1. Research TW NGO possibilities through Northern NGO
counierparts, A great deal of knowledge about Southern NGOs in
mast every Third World country can be found among NGOs and
other relatively small donors in Europe and North America, [t
would be rare to find a case in which there are not ene or more
Northern organizations that have funded or established another form
of support relationship with a TW NGO that would have the
<capacity to be considered for major donor financing.  Furthermore,
some major aid organizations have special small-scale NGO-suppoa
programs, such as the Inter-American Development Bank's Small
Projects unit, which help upgrade the capacity of TW NGOs and
which are thus good sources of information about them,

Many Northern NGOs will not, understandably, share infor-
mation about their Southern counterparts with major donors,
however, without first establishing the seriousness of the fatters'
intentions and their commitment to protecting the in of the
local organizations. Under no circumstances would :crsesdgonsiblc
NGOdmplypmvldemnud’WNGOsmmabtdonarrepm
fatives unless a relationship of trust had previously been established.
Although they may be accused of being patemalistic, small donors
that have nurtured TW NGOs during their evolution are well aware
of the damage that an abrupt expansion in funding, programming,
organizational size, and institutional ips can have, and they
thus take seriously their responsibility to prevent this from
happening, /

Hence, once an NGO is convinced that the major donor will
promote the interests of the TW NGOs, it will generally provide
information of considerable value to all parties involved, This
includes information pertaining to:

(@) TW NGO programmatic thrusts and experience
(b) TW NGO institutional capacity, Including financial
absorplive capacity and functional skills ranging from group
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organizing to financlal management
(c) The TW NGOs mast representative of local populations
and their interests
(d) The environment in which TW NGOs must operate in
that particular country
{e) The most beneficial contacts to make in-country, both
within and outside TW NGOs
This information and these contacts will save projeat officers a great
deal of time and many wrong tums once they are in-country and are
indispensable unless the officers have spent considerable time
already at the ground level in that country,

This process can be greatly facilitated by the establishment of &
simple consultative mechanism by Northern NGOs, which would be
particularly useful to larger funders in those countries in which
indigenous non-govermnmental organizations are not arganized to
consult with outside agencies, The Development GAP and other
NGOs first presented such a proposal to the World Bank in 1981,
offering to gather TW NGO-related information from within the
NGO community and to provide it through a small, structured
facility to project officers about 1o undertake identification missions.
Although the Bank did not demonstrate interest in such a service at
that time, it may be incumbent upon the NGO community at this
point 1o discuss the establishment of this mechanism (which can be
accomplished quickly and a1 low cost) and to extend a challenge to
the major donors 10 utilize it as a vehicle for upgrading the quality
of their mainstream operations,

2, Inform government of intention to assess the capaciiies of
both public and private institutions as potential profect imple-
mentors. Ultimately all donors must account 1o government,
whether it be to receive a government guaraniee of a loan, to fulfill
the terms of bilateral agreements, or simply to maintain permission
to operate in-country, It makes no sense, therefore, ta work
clandestinely and run the risk of raising government suspicions and
pulting TW NGOs contacted in jeopardy, In most situations, an
open relationship with government will be productive. Thus, upon
entering the country, project officers should let the government
know that they will be considering the inclusion of the best
institutions in the project regardiess of the sector in which it is
found.

This is not to say, however, that officers must consult with
government before they make each TW NGO contac. Officers must
be able to operate freely and to engender a relationship of tust with
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TW NGOs through open and frank discussions. If government
constrains those discussions, any subsequent project with TW NGO
involvement will likely be fraught with difficulties. It is incumbent
upon the donor in such circumstances to lay out clearly its position
of identifying and sclecting the most capable institations and to
back this up with decisive action, if necessary. This is what the
World Bank did, for example, in 1977-1978, when it withheld 2 loan
to Nicaragua afier The Development GAP, as Bank consultants, had
selected an NGO and the Somoza government had subsequently
refused to allow its funding and was unable w identify an equally
capable government institution.

3. Comswult with TW NGOs in-country to determine interest and
capabilities regarding profect involvement and provide frank
assessment of risks and advantages of involvement, Most TW NGOs
have never dealt with & major donor organization. The experience
of those who have has generally been confined to the receipt of
relatively modest sums of money through special grant facilities or,
more recently, through interest-free loan programs. Participation in
a muli-million dollar program, with or without subsidized interest
rates, is, however, a very different proposition, one that requires a
clear understanding on the pan of all parties before it is pursued,

‘The project officer must determine the capadity of the TW NGO
first-hand following consultations with third parties, including Jocal
NGOs that may be organized to deal collectively with foreign assist-
ance institutions. Some expericnce or appropriate training is helpful
here, for the structures, objectives, and operating styles of TW NGOs
are usually different from those of government agencies. If the
organization can play a constructive project role, the project officer
must explain all aspects of the project cycle and the demands that
will be made on the organization at each phase. The TW NGO
must be aware of the administrative requirements, relationships with
government, financial arrangements, and the many other features
that a project encompasses so as to make an informed decision
regarding its involvement and to prepare itselfl 1o handle these
matters if it decides to go forth. The presencd on project
preparation missions of a representative of a Southern NGO with
experience in this area would likely be helpful here, Nonctheless, it
is not improbable that some organizations will conclude that the
demands on staff time and the consequent effect on the program
make participation in a sizeable loan program inadvisable.

4. Select institutions on the basis of their involvement with,
and credibility in, poor communities, as well as their capacity for
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executing all or part of the project or profect component. TW NGOs
are Important forces in development only o the extent that they
represent the poor and their interests and appropriately identify and
address their needs. Some Third World organizations lack this
involvement and it is critical that donor representatives recognize
which ones they are. Such organizations, like many public agen-
cies, lack the community-level credibility that is an indispensable
element in project sucoess,

The size of a TW NGO need not necessarily be a factor in
institutional selection. As donor-supported projects are often
composed of a number of components, a Southern NGO's role can
be limited to one of them, Furthermore, within that project
component a TW NGO can join forces with other organizations and
confine its activities to specific neighborhoods or spedific functions.

The choice of the appropriate institution(s) for the design and
implementation of a project is clearly the most impontant decision
that a project officer will make, It is therefore well worth the extra
time and effort that may take at the identification stage in order to
ensure that serious, lime-consuming problems can be avoided later
in the project cycle. A typology of TW NGOs and a more compre-
hensive set of criteria for their assessment should be developed 1o
facilitate this effort.

5. Support collabaration among TW NGOs for the purpose of
complementing one another's areas of expertise, skills, and
geographical foct, As TW NGOs are consulled regarding the devel-
opment and execution of a project, the bases for TW NGO
collaboration will likely become apparent to both the TW NGOs and
the donor. In some cases, one TW NGO will possess the capacity
to handle an entire project component on iis own. Frequenily,
however, no one NGO will have the breadth of community involve-
ment, the multi-sectoral expetience, or all the project skills required
to achieve project objectives. (OF course, this is also true of many
public agencies.) In this evenl, a TW NGO will probably either:
suggest the involvement of other organizations, (ncluding national,
regional, or local government agencies, whose capabilities
complement ity own; accept a donor suggestion that it and other
TW NGOs collaborate in order to merge their various capabilities; or
agree 1o project involvement with sole responsibility for design and
implementation in particular communities.

Whatever configuration such collabamtion takes, It s of utmost
importance that whenever a consortium of organizations is required
It be foemed by the TW NGOs themselves. The danor or Northem
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NGOs can serve successfully as catalysts, but a donor auwempt to
impose an arrangement among TW NGOs will create divisiveness
among those organizations and resentment toward the donor, In
light of the promise that a major donor loan holds for TW NGOs
and their constituencies, the donor can usually count on these
organizations to establish a constructive set of relationships so long
as it provides the opportunity and environment for frank
discussions,

6. Provide guidance and support to TW NGOs in profect
proposal preparation and ensure priorily consideration. Most TW
NGOs have staffs that have some experience in project planning and
in the preparation of proposals to donors for funding, Few,
however, have ever writlen proposals for major aid institutions, and
they thus often need guidance. This can and should be provided by
the donor's project officer, who generally has taken an active hand
in the drafting of many proposals from government agencies,

The provision of such assistance to TW NGOs is also important
because of the relative scarcity of their resources and the time-
consuming nature of major proposal preparation, A project officer
can make an additional contribution by helping the TW NGO to
identify a source of funding for its project preparation work, Of
greatest imponance, however, is that the donor simply not mislead
the TW NGO, causing it to expend precious resources on project
and proposal development when the chances of donor support are
not, in fact, high.

7. Piace profect design and profect policy determination in the
hands of the implementing TW NGOs, rather than leave Southern
NGOs as implementors of a government-designed and controlled
project, This is undoubtedly the most important consideration when
one is arranging the involvement of TW NGOs in a project. TW
NGOs' work in poor communities has given them not only an
expertise n project execution but also an excellent knowledge of
local needs, local capabilitics, programming requirements, and an
expertise In project planning and development. Their interest is ©
obtain resources from the major aid institutions to help expand
programs that they have designed in conjunction with local
populations or to enable them to design and initiate projects based
on previous experience.

‘This, indeed, is the challenge for the donor. Donors have their
own needs, their own institutional imperatives, as well as their
relationships with government, and relinquishing control of the
design of a project is difficult, It is essential that it be done,
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however, as project success depends on it In the first place,
chances are that the better TW NGOs in any country would not
agree to an arrangement that has them implementing donor and
government palicy, They pride themselves on their independence
and are not prone to give it up, Second, if government maintains
control of a project, it is bound, by virtue of its relative distance and
short-term political exigencies, 1o come into conflict at some point
with the implementing TW NGO and the interests of the consti-
tuency which it represents.  Finally, and most importantly, the top-
down approach implicit in a government-controlled, TW NGO-
Implemented project will likely result, at best, in the satisfactory
execution of a projeat that is of questionable relevance to the needs
of the poor.

B. Inform government of the selection of, and support for, TW
NGOs as profect designers and implementors, and exercise this
support throughout the life of the project. Major aid institutions
have considerable leverage with most governments which they
utilize in various ways. One constructive use of this leverage is in
the selection of appropriate implementing organizations. Most
governments, even those hostile to independent organizations, will
accept donor determinations in this area, particularly if public
agencies are not excluded from all the project's components and if
considerabie amounts of foreign exchange are involved, If,
however, government refuses to permit TW NGO participation and
is unable to recommend an equally capable public institution to take
its place, the donor should be prepared 1o withhold project funding
until 4 change in policy occurs,

It is important that the donor reiterate its support for the
implementing institution as the project evolves, as it is not unlikely
that the government will in time attempt to a2ssume some measure of
control. Usually this occurs through the manipulation of resource
flows from the donor through a public financial institution. In such
instances, the donor may have to play an active role to ensuse that
the implementing TW NGO receives its funds on the agreed-upon
terms and on 2 timely basis.

9. Allow TW NGOs to work out their relationships with
government regarding program latitude, cooperation with public
agencies, financial arrangements, and the terms of programmatic
and financial oversight.  Virally all of the TW NGOs with which a
major donor will come into contact have dealt with government in
some manner. Some may work closely with public agencies in the
dasign und promotion of development programa,  Others, operating
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in less friendly environments, have frequently had to reach
accommodations with public officials that enable them o continue
their activities unimpeded. All, however, have formed informal
relationships with officials at various levels of gavernment, and it is
such relationships, especially in most Third World contexts, that
often enable seemingly difficult obstacles 1o be overcome.

It is generally the wish of 2 TW NGO to utilize these established
relationships to reach an undesstanding with govemment regarding
the project in question, and the donor should respect this desire.
Constructive arrangements that will facilitate project implementation
can be made far more easily in this manner than through formal
negotiations at the highest ministerial levels, It is incumbent upon
the donor, however, ultimately to transhate these arrangements into
formal agreements and to lend support 10 TW NGOs whenever
intractable difficulties arise in their mid-level discussions.

10. Maintain profect fiexibility so as to enable implementing TW
NGOs to determine appropriate project scale and sectoral and
geographical parameters in response to changing local needs.
During the life of a project, local conditions change, the potential
and interest in replication in other communities often develop, and
the capacity of the implementing institution evolves. TW NGOs are
particularly accustomed to making project adaptations in midstream
in response to community needs. If the donor can maintain a
degree of Nlexibility In its sectoral and geographical delineations and
allow for the expansion of project size if and when appropriate, it
will have helped to foster constructive changes, in terms of insti-
witional development, community initiative, and project replication,
beyond the onginal, limited objectives of the project.

11. Incorporate TW NGOS in future program and policy
planning with government in order to give voice to local perspectives
and needs on a structured and ongoing basts. TW NGO partici-
pation in projects supported by major ald institutions will usually
resull—by virtue of the TW NGOs' continuous on-the-ground
presence—in project design, development, and implementation that
mdlmdlymlcumtolhcnceds,inmeﬂs,mdapalﬁliﬁﬁoﬂoul
populations. This project experience should demonstrate to donors
and 10 government the significant contributions that TW NGOs can
make to the process of program and policy planning. Not only
have they developed an expertise that is pertinent (1o these activities,
but they also constitute channels of communication between poor
community groups and public officials. To the extent that donors
successfully advocate the participation of TW NGOs in national-level
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and regional planning and programming, the development results
will be significant and far-reaching,

Underlying these guidelines is a fundamental principle, adher-
ence to which is essential if refationships between major donors and
Third World NGOs are 1o be productive. This principle, alluded to
continuzlly in these pages, is that the donors should respond 1o,
promote, and build upon the interests and strengths of the TW
NGOs. The latter are generally the most effective agents of
constructive change, incorporating the participation of the poor in
the determination of the development avenues that they take. As
the shortcomings of conventional institutions in the public and
private sectors become increasingly apparent, the importance of TW
NGOs as major forces in development has also become clear. The
farge donor institutions have a responsibility to work actively and
respectfully with these organizations,

We have prepared these guidelines in the hope that they will
assist in the establishment of constructive donor/TW NGO relation-
ships and out of a concermn, shared by others who work in the Third
World, that the major aid institutions will, even with the best
intentions, unwittingly undermine Southern NGOs and their
development efforts. Signs still exist that these donors view TW
NGOs as vehicles for the accomplishment of donor-determined
objectives. The distinction between this directiveness and the
responsive posture that is required may appear subtle, but it is
fundamental to Southern NGOs, Northern NGOs, and all those who
seck to promote participatory development. It implics a need for
the major donors (o alter their operating methodologies in a manner
that reflects a perception that the change agents are not the donors
but the organizations of the poor themselves,




APPENDIX C
Selection of

Third World Projects
for Funding:
Suggested Criteria

1, Genests of the profect; Does the project concept either
originate from the beneficiary group or evolve from an iterative
process of discussion between that group and the funding or inter-
mediary institution?

2. Partictpation: s the beneficiary group involved in the
planning, design, implementation, and evaluation of the project?

3. Decentralization of control and responstbility: Do outside
participants disengage themselves from the project over time? Do
indigenous institutions assume increasing responsibility? TIs a
structure In place for the progressive decentralization of project
control 1o the local level? Is a process of democratic decision-
making a present or planned element of the project?

4, Institutional buslding: Is an abjective of the project the
enhancement or development of an indigenous institutional capacity
both to administer this and subsequent projects and to identfy and
undertake new initiatives that contribute significantly to social
change? Wil this capacity be developed to the point where it can
obviate the need for substantial foreign inputs?

5. Self-sustainment: 1s the project expected to stimulate a
local development dynamic in which project participants, imple-
menting organizations, and/or ather local actors will contribute the
energy, resaurces, and skills 10 carry out this and/or other activities
beéyond the project period?

6. Scale and pace: s the size of the project appropriate 1o the




210 Aid for Just Development

stage of development of the bepeficiary group and the imple-
menting institution? Will it be implemented at a $peed that will
allow effective participation and control by the project beneficiaries?

7. Technical feasibility: Has the technical viability of the
project been assessed in basic terms and can the project reasonably
be expected 1o achleve ts stated goal with the level of wechnical
skills and resources available to i?

8. Technological choice; 1s the nature of the technical inputs
1o the project such that they can be effectively managed by the
beneficiaries? Will prolonged outside expertise be required? To the
extent that it is required, will that outside assistance represent a
reasonably minor percentage of project costs?

9. Environmental soundness: Will the project, in its imple-
mentation, serve to maintain and restore the renewable natural
resource base, thus providing the foundation for sustainable
develop-ment in the area?

10. Income groupr: Will the direct and principal beneficianes of
the project belong to the poarest segment of the population living in
the project area? Does this income group lack access to the re-
sources required to upgrade its standard of living?

11, Empowerment: Will the project enhance the organization
and consequent leverage of the beneficiary group? Will it give it
greater access to, and control over, productive resources? Will it
help the beneficiary group to restructure its economic and social
relationships with other groups in the population?

12, Cooperative activity: Will the project achieve only limited
outreach by focusing on Individual participants or does it seck a
broader involvement of the local population through more coop-
erative ventures? s the project expected to stimulate a group or
communily process of decisionmaking rather than reinforce
hierarchical relationships among beneficiaries?

13, Distribution of benefits: Will the project generate higher
income, improved services, and/or more productive sssets for the
intended beneficiary group? Will it yield an equitable distribution of
benefits among the project population? Wil it narrdw economic
and social gaps that exist within the beneficiary group or
community?

14, Non-discrimination: Is the project equally responsive to the
needs, aspirations, and activities of all sub-groups in the beneficiary
population? Are women equal partners with men in the design,
control, and impiementation of the project and in the sharing of its
benefis?
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15. Local input: Has the beneficiary population committed
resources to the project as a complement to outside assistance?
Does this commitment include funds, materials, services, time, etc.?
Does the commitment demonstrate a sufficient dedication to the
success of the project?

16. Participant education Is there an educational component
or element in the project? Will participation in the project enhance
the beneficiaries' understanding of their environment, their relation-
ship to it, the causes of their povesty, and their capacity to induce
change? Does the project contain a sellf-evaluation mechanism and
provide an opportunity for critical reflection? Wil lessons learned
be shared with other communities and organizations?




ADF

APDF

NGO

Glossary

African Development Foundation

Agency for International Development/Administration
Jfor mtemational Development (proposed)

Astan and Pacific Development Foundation (proposed)

Canadian International Development Agency

Development Cooperation Administration

Development Coordination Commiltee

Economic Support Fund

General Accounting Office

Gross national product

Inter-American Foundation

International Bank for Reconstruction and Development
(World Bank)

International Development Association

Inter-American Development Bank

Intermational Development Cooperation Administration

Inter-American Social Development Institute

International Monetary Fund

Less developed country

Multilateral development bank

Massachusets Institute of Technology

Mutual Security Agency

Non-govemmental organization

m
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North First World

NSC National Security Council

OECD Organization for Economic Cooperation and
Development

OMB Office of Managment and Budget

OPIC Overseas Private Investment Corporation

OTA Office of Technology Assesment

PACT Private Agencies Collaborating Togeather

PVO Private and voluntary organization

RDF Regional development foundation

SAL Structural adjustment loan (or lending)

SIDA Swedish International Development Authority

South Third World

TCA Technical Cooperation Administration

TW NGO Third World non-governmental organization

UN United Nations

UNCTAD United Nations Conference on Trade and Development
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