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MR. NATSICS: Well, thank you very much
It's actually a delight to be here. | say that at the
begi nning of all my remarks, but | really do nean it
t hi s norning.

Charlie McCormck is sitting here. | just
wanted to say, | have the tie on. This, though, is
not an indication that there's any bias towards a
single NGO. This represents the entire comunity,
Charlie.

MR, MCORM CK:  Well, we'll still take your
$30.

MR. NATSICOS: It was actually given to nme in
t he Nuba Mountains, in Sudan, as the United States
Government was negotiating the first phase of the Nuba
Mount ai n Accords. They were quite successful, then,
but I"mnot sure it's successful now

The first phase of the effort to have peace
I n Sudan was the Nuba Muntain Accords over
humani tari an assi stance. It was designed to build up
confidence on both sides that sone pernanent sol ution
that was just -- that was just -- could be worked out.
Now, we can all debate as to what's going to happen in
t he next few days, but that was very successful. Wen
| was there, one of your people (Save the Children)
did give ne this tie, Charlie.

Anyway, |1'd like to talk about several
things today before | introduce our keynote speaker,
Jim Kol be. The first is the World Summ t on
Sust ai nabl e Devel opnent. Second is the MI I ennium
Chal | enge Account, the current approach. |I'm not going
to go into enornous details onit, but I will talk a
little bit about it, and then about the national
security strategy, which has been discussed a lot in
the media in a way that | think is really a distortion
of what's in it. But that's another question.

Let me just say to begin with that it's the
case when you're in public office that you always |ike
to say you're at a critical historical juncture. ['ve
heard that phrase begin nore speeches over the |ast 30
years of ny career. And of course if everything s a
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critical juncture in history, then nothing is a
critical juncture.

But the reality is, in this particular case
the President -- and | have to say it is the President
-- has changed the debate substantially. 1In the
speech that he gave to the Inter-Anerican Bank (March
14, 2002), which many of you either saw personally or

read about -- if you haven't read it, | would strongly
urge you, it's on our web site -- it changes the
debat e.

Part of the criticismof the United States
within my coomunity outside of the United States -- |
mean wit hin ot her donor governnents -- sone of them
say: "You guys are changing the debate. W're not
sure we |ike what the change is. It's not that you're
not doing anything. |It's not that you' re not naking a
commtnent; it's that we're not confortable with the
demands the President is making." They don't say it
exactly that way, but that's what they nean.

And this goes for U N agencies; it goes for
t he banks. Because what the President is saying is:
we' ve been trying for 20 years, with not a | ot of
success, with the poorest countries, with the 48 LDCs
(l esser devel oped countries), only one of which has
graduated in the last 20 years. That's Botswana, and
they did not do it primarily through Al D hel p.
Primarily they found a way of avoiding the elites
| ooting the country of all the wealth in the dianond
m nes i nstead of spending it properly, through good
governance, on the people of the country.

That's the only country that's graduated.
And the President nade the comment: sonmething's wong
wWith the system Sonething is wong with the system

And so what he said is: telling countries
that if you do all these things we'll give you nore
nmoney in the future has not worked very well.
Conditionality has not been a success. Wy isn't it?
Because the countries want the noney, but they really
don't want to nake the reform necessary to have high
rates of econom c growth and good governance, both of
which are difficult to do but are also absolutely
essential to high rates of sustained econom c grow h,
which is the only way countries becone prosperous that
are very poor.

And so they take the noney and don't nake
t he changes, or they make the changes and then as soon
as they get the noney they rescind the changes. O
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they don't inplenment them properly because there's no
comm t ment .

And so what the President has done in the
M I'l enni um Chal | enge Account and in a |ot of the other
things he's said and done in our area of work is to
say: well, I'mchanging the paradigmhere. W need to
take the countries that are making a genuine effort to
reformtheir political systens, to elimnate
corruption, to respect human rights, to nake the
changes, m croeconom ¢ and nacroenoni ¢ changes in the
econoni c systemto stimulate investnent,
entrepreneurialism to make the reforns necessary to
stinmulate economc activity and growh in the private
sector, and then we will put noney there, in the
appropriate way, to accelerate what's already going
on, what is clearly a commitnent.

We're not going to have a debate about which
countries should be part of it here, but you can tel

the countries. |1've seen the heads of state. |'ve
seen the cabinets in sone countries that are a
di saster. In other countries, they' re spectacul ar.

And they are naking the changes wi thout us pressing

t hem because they know what the right things are to
do. You can tell the countries that it's easier to
work in. | nean, | don't have to tell people in this
room t hat.

But by focusing on performance, not prom se,
the President is changing the debate in a profound
way. And that is why | think the MIIennium Chal |l enge
Account is so inmportant. It's not just that there's
$5 billion nmore in the account. It is that the
debate, the terns of the debate, have shifted.

| woul d argue that one of the principal
utilities of the MCAis that it can be used by
reformers in every country as a bl udgeon agai nst the
mercantilists. They don't call them socialists
anynore, but they believe basically in a heavy state
hand in econom ¢ planni ng --which has been a di saster
in every country it's been tried in. And so you have
reformers who know what needs to be done, but they
can't get the political systemto do it.

What we're hoping is, for countries that are
maki ng progress but not very nmuch of it, where sone
ref orm has been done but not enough, the reforners
wi |l say, |look, we could have qualified for this if
we'd only shown a conmtnent to do what's necessary to
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create the platformfor rapid rates of growh and
soci al services and denocratic governance.

The World Summt on Sust ai nabl e Devel opnent
that Colin Powell and I went to -- Paul a Dobriansky
| ed the negotiating effort -- and the Doha neeti ng,
whi ch began the next round of trade negotiations, are
al so connected to the MI I ennium Chal | enge Account
speech that the President gave. Because the President
knows, we know, that the open trading systemwll in
fact reduce poverty. If you |look at the countries
t hat have becone m ddl e-i ncome or upper-incone
countries -- the Taiwans, the Chiles, the Costa Ricas,
the South Koreas of the world -- they have done it
through trade and a trading systemwhich is open to
their products and which allows these countries to
export and to encourage investnent.

And so there's a piece, in ternms of Doha,
that's very inportant. | amtold that the U S. Trade
Rep has never set foot at AID until Bob Kimret cane to
see ne last year. Normally, the AID Adm ni strator and
the Trade Rep are not necessarily on the sane page.

W are. Not only the sanme page, but 70 percent of al

t he noni es spent on trade capacity-building in the
devel oping world is spent by USAID. Seventy percent.
It's a huge portion of it, and it's widely recogni zed
that we do the best job. It's not nme. It predates ne
by 15 years. But over the years, it's been building
up. And if you ask heads of state and mnisters in
the Third World and you ask busi ness people what's
nost inportant, it's that capacity-building.

| have to tell you, one of JimKol be's top
priorities is this area of capacity-building and
trade. Because you can |ower the trade barriers, but
i f people don't have the skill set to understand how
the trading systemworks -- howit applies to sanitary
codes, for exanple, how you can determ ne a niche
mar ket that will allow you to use val ue- addedness in
your country to export nore, to expand a particular
part of your econony — that nekes a big difference.

So Doha is particularly inportant here. And
WSSD. | nean, there was a |lot of nmedia and a | ot of
hype, but if you carefully read the docunment that was
negoti ated, we won nost of the fights, nost of the
debates that we wanted to cone out of that. And we
made a series of very inportant announcenents of
tangi bl e things we're going to do that have funding
behi nd t hem
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The first is the Initiative to Cut Hunger,
particularly in Africa but also in Central Asia,

t hrough agricul tural devel opment, a major interest of
mne, as all of you know.

Anot her is the Congo Basin Forest
Partnership, which is a series of national parks.
Gabon has put aside 10 percent of its national
territory into these parks to protect the rain forests
across that center of Africa fromthe east coast to
t he west coast.

The Clean Energy Initiative seeks to
transfer clean energy technol ogi es to devel opi ng
wor | d, sonet hing we've been engaged in for 10 years
and now want to expand.

And the G obal Fund invests in health, in
H V/ Al DS, which we've been at the forefront as a
country in this, as many of you know.

And finally, there was a proposal in the
area of water, especially in construction of nunicipal

wat er proj ects. The West Africa Water
Initiative is one of the elenments of the water
proposal. | want to nention that because it's part of

the d obal Devel opnment Alliance that we started | ast
year.

| want to report that we just did our report
for fiscal year 2002, and we invested $125 mllion of
AlD funding in either explicit G obal Devel opnment
Al'l iance projects or partnerships with many ot her
organi zations in the private sector that seek to take
private noney from foundati ons, businesses,
uni versities, NGOs, and think tanks. But it's not a
grant program where we give noney to other
organi zations. It is not a grant program it's an
effort to | everage the noney fromdifferent
institutions, since much of the noney going to the
devel oping world now fromthe United States, 80
percent of it, comes fromthe private sector, not from
ODA (O ficial Devel opnent Assistance).

That's a shift. 1970, 70 percent of all aid
to folks in the devel oping world was CDA, fromthe
United States. It's now 20 percent. It's not because
of huge cuts; it's because of massive increases in NGO
fund-raising, in universities. Universities give,
according to a study that Carol Adel man has done, $1.2
billion in private scholarships to people fromthe
devel opi ng worl d every year. These are not the
governnent. These are the private universities in the
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United States. |It's bigger than the aid progranms in
many of the denocracies in Europe.
If you go through that, and you go through

remttances -- there's a huge novenent of remttances
to the devel oping world we're only now beginning to
understand. There was a study done -- | think I
mentioned it to you before -- of funding for mcro-

enterprise in Mexico. Fifty percent of the funding
for mcro-enterprise in Mexico conmes fromthe Mexican-
Anerican diaspora in California. 1t has nothing to do
with us or our mcro- finance progranms. It cones from
ethnic diasporas in the United States. W are the
great nelting pot, but we don't quite conpletely nelt.
Everybody keeps up their contacts with their famli es,

for generations sonetines. | still correspond with
famly menbers in the old country from four
generations ago. W still maintain -- nowit's e-nail

contact. And we don't send remttances back anynore,
because where | cone from where ny famly is from
(Greece), is not a poor country anynore.

The point is, though, that we're only
begi nni ng to understand how t hese rem ttance systens
work. And the question is: could we facilitate this?
Apparently, there's a high transaction cost in the
private sector to nove this noney. And there's sone
things we m ght be able to propose in terns of
Treasury regul ations that would facilitate a much
hi gher percentage of the noney actually getting to
peopl e. Because in sone cases, it's 18 to 20 percent
of the noney they send back goes for transaction
costs, just to nove the noney, which is, | think,
unf ai r and unreasonabl e.

One of these GDAs, d obal Devel opnent
Al'liances that we fornmed around this notion of al
this private-sector noney was the West Africa Water
Initiative, which we announced at WSSD. |1'd like to
t hank the organi zations involved in that. Steve
Hilton of the H lton Foundation put in, fromhis
foundation, $18 mllion; Wrld Vision put in $16
mllion. W have |arge contributions by UN CEF, Lions
Club International, Desert Research Institute,
W nrock, Cornell University, and the Wirld Chlorine
Council, and there are others, involved in a snal
way.

O the $41 mllion in this plan, $4.4
mllion comes fromAID. The rest of it is private.
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Now, | gave a speech yesterday and a | ady
said, “well, how cone you're giving so little?” |
said, “well, it means we have other noney to do other
things with.” But the notion that all of this has to
be entirely public-sector-driven, | think, fails to
understand this profound shift in noney in terns of
flows to the Third World in the |ast 30 years.

Besi de the hype about WSSD, sone
constructive things went on, because there is a
growi ng under standi ng now i n the devel oping world --
and, | think, an acceptance in Europe, Canada, and
Japan -- that a performance-based systemis a nuch
better systemfor everybody. Just giving noney is not
going to solve all the problens. It is not just a
funding problem it is what happens to the noney once
it's spent. It becones an issue that we shoul d need
to focus on.

I think that the NGO community and the
uni versity community in the United States, have pl ayed
a magjor role in many of these international
conferences, particularly the American-based ones.
I"mbeing a little biased here, but this is sort of an
unspoken conment that you really don't nmake, but |'m
going to make it publicly now The notion that al
NGOs are the sane all over the world is |ike saying
all businesses are the sane, or all universities are
the same. There's a huge difference. And there is a
gap, a difference, between the way NGOs in other
Nort hern countries behave and those in our country.
And | want to tell you a couple of things that are
very different.

My observation is that, for the nost part --
there are exceptions — our NGO tend to be far |ess
i deol ogi cally abstract. For nme, if you're too
abstract, you get lost in abstraction; you don't get
anyt hi ng done. My observation of the devel oping world
Is the Anerican NGOs tend to be -- | nean NGOs in the
| argest sense of that word -- nuch nore operational,
much nore interested in what actually works, not in
sinply abstract theory that frequently is never
represented by anybody on the ground, in reality,
because there's such a gap between the theory
sonetinmes and what we find when we have to deal with
reality operationally.

And so | appreciate the contribution that
our community has made, our universities, our private
for-profits, our NGO community, our think tanks have
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made in trying to close the gap between the realities
that we find in the devel oping world and the, sort of,
abstraction that we deal with at a | ot of
i nternational conferences.

My mai n purpose here, however, is to

I ntroduce our keynote speaker. |1've now gone into his
time alittle bit. He is a powerful figure in our
community now and, | have to tell you, wi se. Sone

committee chairs and subcommttee chairs in the
Congress do their work, they chair the commttee, but
they never fully master the technical disciplines that
they are chairing. JimKolbe is an exception, a

shi ning exanple of the opposite of that. He has not
only mastered it, he's beconme an expert in sone areas,
so nmuch so that he's al ways keeping ne on ny toes when
he asks ne questions that |'mnot anticipating.

He has three major interests. W all have
maj or interests; it doesn't nean we're not interested
in other things. But he is heavily focused on the
I ssue of trade, because Jim Kol be knows there is a
di rect connection between trade and econom c growth
and poverty reducti on.

Just a little side-note here. W had
M chael Porter fromthe Harvard Busi ness School, one
of ny favorite business intellectuals in the United
States, to speak to our senior staff for two hours at
our headquarters. W videotaped it, and now require
everybody all over the world in AID to see the tape.
| don't knowif we're going to have a test on it or
not. A lot of what we do, even in the social service
sector, can hang off of the kind broad, visionary view
of devel opnment in the Third Wrld that M chael Porter
brings. And by the way, we'll make that tape
avail abl e to anybody who wants to get a copy of it.

But what he says is we now know we have to
have good political governance. Governance nmakes a
huge difference. Denocracy nmakes a huge difference.
W need to have the macro econonics policies in place.
But those two things alone are not enough. And what
his focus in these two hours was on, mcro economc
things -- fromthe rule of |law, the question of
i nfrastructure, the question of nmarketing, the
question of firnms and investnent and elite education,
| eadership in the econom c sector.

Ji m Kol be understands all this. \Wen I
descri bed sone of the things in the Porter speech at a
recent neeting, | could see his eyes light up, because
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they're the sane things that Ji m Kol be's been talking
about. | don't know if they have a secret alliance or
sonet hing, but listening to Jim Kol be's comments on
this are very simlar to the kinds of things that
Porter tal ked about in that brilliant |ecture.

The second of his major interests is
H V/ Al DS and ot her infectious di seases. Because we
know we can make progress in the battle for hope in
the Third Wrld by conbating, through the science and
t hrough nedi ci ne, the scourge of H V/AIDS and the
other terrible infectious diseases we have to dea
with, particularly in sub-Sahara Africa.

And the third interest he has is sonething

that very few people on the H Il have in a governnent
agency, and that is on internal managenent systens.
He has a deep interest in this, and I do as well, and

so we are tal king constantly about what progress we've
made, or not made, in certain areas of the business
systens reformthat | announced in ny conments to the
Senate Foreign Relations Commttee when | was up for
confirmation | ast year.
The staff at the Legislative Public Affairs

Bureau woul d be upset if | failed to nention how
delighted they were that our poet | aureates, who
remai n anonynous, had their poem of linericks on the
chairman's birthday this year put into “Roll Call.”
It was a great piece of poetry, and if you want to
read it, you can see it in “Roll Call.” W have that
kind of relationship that we can send the lyrics in,
have them accept it, and then have them publish it.

Now | would like to introduce JimKolbe, ny friend.
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