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The innovative and potentially important proposals announced by Secretary of State Rice in January are driven by an understanding that the world has changed and that policies and programs must be adapted to new realities. As she said in her speech at Georgetown University, the critical problems within states now are more important to American interests than traditional relations between states. It is true for American foreign policy. It is equally true for American development policy.

For that reason, they must be treated very seriously. And they need to be widely discussed and debated. Members of InterAction are in a unique position to contribute to that debate. You have been leaders in the field, partners of the US government and repositories of long-standing expertise and experience in promoting poverty-oriented development around the world.

But while the Administration’s diagnosis is correct, we need to ask whether the proposed reforms of the development program of sufficient scope and vision to help the Administration better promote its own priorities? In the brief time available, I want suggest some questions against which the reform proposals should be judged.

1. Are the proposals driven by the changes that have gone on in previous decades in the developing world?  The world has changed considerably since 1950, due to development successes, technological change, and the impact of globalization.

· Trade and private financial transactions have exploded, and now dwarf any official flows, including aid. The outcome of the Doha round and of the discussions at the IMF to deal with global financial instability will have greater impact on development than any increase in ODA;

· Development progress has been has been historically unprecedented, whether measured in terms of economic growth or in human well-being. A growing number of countries, particularly in Asia, are now facing problems of success” – growing obesity in children, and the needs of an aging population.


· Many countries are quite capable of running their own affairs – for better or for worse.
· New economic and political powers have emerged that will have to be fully integrated into international decision-making. The need is particularly obvious in the Doha negotiations and in the debates over the governance of the Bretton Woods institutions.
· But despite this overall progress, poverty persists at unacceptable levels. While the percentage of people living in absolute poverty has diminished considerably, the number of people living in poverty remains the same (due to population growth), and in some regions has actually increased. 
2. Do the proposals encompass all the issues now on the development agenda that impact on American Interests?

That agenda now includes:

· preventing violent conflicts, both those that have longstanding historical roots and those that will inevitably arise in the process of creating market economies and open political systems (thereby lessening the opportunities for terrorists and criminals and preventing conflict from spilling over to other countries);
· promoting open societies and broad political participation both for their own sakes and because open, participatory societies make better political and economic choices over the long run, and give people the sense that they can affect choices that will shape their own future;
· expanding global trade so that it benefits both industrial and developing countries and poor people so that the resulting growth does not further damage the environment;
· restructuring the international financial system both to dampen the costly instabilities that are inherent in a globalized financial system with no effective international regulation, and to lessen the ability of terrorists and criminals to transfer funds;
· addressing critical global problems most notably climate change and other environmental stress, and health threats at both the global and local levels;
· eliminating absolute poverty (defined by the World Bank as those people living with an income of less than $1 per day), not only because it is the preeminent ethical issue of our time, but also to ensure that people have the minimum capacities to utilize available opportunities and gain control over their own life. 
Taken together, these issues form a coherent whole, linked to but separate analytically and programmatically from the security agenda. 

3. Do the proposals reflect what has been learned in the last 40 years about development strategies that work?

There is a much broader agreement on strategies for development that promote growth and reduce poverty. Both policy makers and specialists agree that:

· liberalized trade and economic openness have a beneficial impact on growth;
· Growth is important, for its own sake and for reducing poverty. It is not sufficient, however, to eliminate poverty. Furthermore, both economic growth and affluence, and persistent poverty are pushing against the earth’s limited carrying capacity;
· Measures to directly address poverty also are important for their own sake, and if done right they enhance economic growth. In addition, participation by people in the development decisions that affect their lives is critical to the success of programs;
· Similarly, good governance and democracy are important for growth, and also important goals in their own right. But establishing democracy and market economies take a long time and require competent government institutions ;
· Conflict, while not caused by poverty and lack of development, not only exerts a high human costs but also makes the solution to other problems much more difficult; and,
· Investment in poor people, and particularly poor women, by providing them increased access to education and health, as well as by redistribution of productive assets (credit and land), and by measures to support small-scale rural and urban enterprises, is critical.

4. Do the proposals take into account the changes that have taken place in the development “business”? 
· The Bretton Woods institutions are now the preeminent development agencies. Yet they provide only a small percentage of overall ODA. They set the intellectual debates on development choices and are the largest purveyors of research on development and global issues. 


· The situation is further complicated because there are many more bilateral providers, and other multilateral programs have proliferated. Each has their own history and constituencies, as well as a variety of country and regional interests. In many countries the US is just one donor among many.

· Furthermore, international NGOs are important players in development both as providers of assistance and active lobbyists on the global level.


· Too much ODA still is being provided to middle and upper income developing countries, and is being used to support political or commercials interests. Those interests may well be legitimate but they not the same as promoting development.

· Finally, the multiplicity of donors means there is no way to determine when a country is getting too little ODA, and when it is getting too much. When is a reforming country committed to ending poverty getting to little aid to support reforms? And when is too much ODA diluting incentives to reform? Furthermore, a number of studies of aid and growth show that there can be diminishing returns from increased aid.
As result, American development policy needs to be much more strategic, seeking to set agendas for the multiplicity of actors.
5. Do the proposals encompass all the programs and policies that now have an impact in promoting those interests – whether in the foreign affairs agencies or in “domestic” agencies.

Are the important programs outside of State and USAID included – particularly the World Bank and other MDBs (in Treasury), or trade policy (in USTR) included? The MDBs and the WTO are critical development players, more important than many individual bilateral programs.

What about “domestic” agencies that have considerable expertise on issues such as health, education or agriculture. The only other agency mentioned by Secretary Rice is the Defense Department, which is essential for dealing with conflict and post-conflict situations, but in all the aspects of development that impact on American interests



6. Are the resources allocated to the problems sufficient to meet the importance of the challenges?

The Bush Administration deserves great credit for being the first in many years to raise US aid levels. The figures for 2005 are astounding. Official Development Assistance reached nearly $27.5 Billion, up from a level of $11.4 in 2001. No other Administration in recent history can match that record.

But the increases are dominated by funds for Afghanistan, Iraq, the Middle East, and for HIV/AIDS. And for the President’s 2007 budget request, only funds for the MCA are increased (and Congress will cut that). The requests for bilateral development assistance, child survival, and health programs are considerably lower than in previous years. 

7. Finally, do the reforms tackle the two biggest problems of current US development programs?

· The first is overwhelming burden of earmarks and special interests that are strangling existing development programs. The legislation governing the aid program needs to be completely rewritten to be relevant to the 21st Century.


·  The second is the steady diminution of technical expertise in critical areas – such as health, education and agriculture and also in overall development policy?

8. Has there been sufficient consultation with important constituencies notably in Congress and civil society organizations?

Unfortunately, the proposals were announced with virtually no consultation with Congress, which must approve the budgets to fund transformational diplomacy, and no discussion with the external constituencies that historically have been influential participants and supporters of American development policy.

So, what’s the bottom line?

These innovative proposals are to be welcomed. But the devil will be in the details – and in the implementation. The best outcome will be is they stimulate discussion and debate among those groups concerned with development and American foreign policy to ensure that the development component of Transformational Diplomacy reflects not only the world of the 21st Century but also what has been learned about promoting development.
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