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Introduction

In November 2002, 32 Health Promoters were gathered at the Provadenic Training Center in Managua.  During an open discussion of progress in their communities, they asked a breathtaking question.  If I may paraphrase the question, it went something like this, "Now that we have our health challenges licked, how can we escape from our poverty?

The rest of this paper attempts to explore this question using resources provided primarily by Sen (1988, 1992, 1999), Sider (1997), deSoto (2000), and Taylor-Ide and Taylor (2002) supplemented by Provadenic reports (2002, 2003) and newspaper articles.  I do not propose to "answer" the Promoters' question.  I am confident that the "answer," when it comes, will come from the communities' members themselves and not from outsiders like me.  When they arrive at their answer, there will be time and need for assistance from outside and from above.  But the answer, I repeat, will come from them.

What I do propose to do with this paper is to provoke discussion among those of us who want to see poor people everywhere in the world live lives of such quality as they have reason to value.

One Economic System but Two Economic Sectors

One Economic System

Since the fall of the Soviet Union, one economic system has taken the field.  It is called by various names—capitalism, free market, etc.  Its power to produce wealth is remarkable.  Its power to distribute wealth equitably is limited.  Equitable distribution depends largely on the fairness of the social and political environment.  The power of the people to resist unfair advantage is of extreme importance.  People power in any political system is a necessary counterweight to the selfishness of the most powerful economic sectors.

Equity, of course, does not produce economic equality.  Even in a strong democracy, the benefits of a capitalist economy are, and probably always will be, distributed unevenly among the population.  The system produces some who are very rich and others who are very poor.  But if the system also produces a strong and vibrant middle class, the extremes of wealth and poverty, if they are not too extreme, don't seem to cause fatal stress in the society.

By way of contrast, when a democracy is weak and the influence of the very wealthy is overly strong, stresses appear and two economic worlds emerge, separate and unequal.  That is what has happened in the less developed countries.

Two Economic Sectors

In the less developed countries, two economic sectors have emerged, one that is very rich and a second that is very poor.  While this is also true in the more developed economies, it is exaggertedly true in the less developed economies.  The emergence of the most severe economic inequalities in the latter cases can be described in many ways.  For example, one frequently finds these inequalities described as the percentage of wealth held by percentages of the population.  A familiar example of this approach is the champagne glass.  Sider (1997, p. 142) uses the glass to show that the richest 20% of the world's population earns 82.7% of the world's income.  By way of contrast, the poorest 20% earn 1.4% of the world's income.

The champagne glass analogy has the value of showing the stark contrast between the incomes of the richest populations in the world and the poorest populations.  Its weakness in representing the inequality in this way is that it doesn't lead easily to solution strategies. It leads rather to despair over the unfairness of it all.

I found it refreshing, therefore, to encounter a different way of looking at the same divide, a way that suggests why the inequalities exist and what one could do to change the distribution of wealth by making direct use of the free enterprise system.  This different way of looking at the problem is described in deSoto's book entitled The Mystery of Capital: Why Capitalism Triumphs in the West and Fails Everywhere Else (2000).

Hernando deSoto is President of the Institute for Liberty and Democracy, headquartered in Lima, Peru, and described by The Economist as one of the two most important think tanks in the world.  Named one of the leading innovators in the world by Time and Forbes magazines, he now carries out property reform programs for heads of state in some 20 countries worldwide.  His work was called "the most promising anti-poverty initiative in the world" by former President Bill Clinton and "a great contribution to ending economic stagnation" by former President George H.W. Bush.

DeSoto documented the two economic sectors through groundbreaking field work in Peru, Egypt, the Philippines and Haiti.  He and a hundred colleagues went out into the streets and countrysides of four continents to count how much the poorest sectors of society have saved.  The quantity is enormous.  But most of it is "dead" capital.

Understanding deSoto's thinking, depends on understanding the meaning of the terms "live" capital and "dead" capital.  The terms define two economic sectors, the sector of live capital and the sector of dead capital.  The distinction turns on the question of fungibility of  assets.  Assets are fungible if they can be fashioned to suit practically any transaction.  He says, "Westerners [meaning persons in the most highly developed countries] can adapt their assets to any economic circumstances to produce continually higher valued mixtures, whereas their Third World [sic] counterparts remain trapped in the physical world of rigid, non-fungible forms (2000, p. 58)."

What makes assets fungible is the legal property system that exists in the most highly developed countries as well as in the most highly developed sectors of the less highly developed countries, i.e., the sector of the economic elites.  That system consists of all the property records (titles, deeds, securities, contracts, etc.) that describe the economically significant aspects of assets.  These are continually tracked and protected as they travel through time and space (2000, p. 61).  That system allows one, for instance, to borrow against his/her home because s/he has legal title to the property.  The contract that s/he signs with the lender protects both him/her and the lender.  Both parties are required to live up to the terms of the loan.  The lender's interests are protected because the contract gives him/her a "piece" of the subject property.  If the borrower defaults, the lender can sue in court to recover his/her assets.

Once the borrower has the lender's money in hand, s/he can use the money in any way that s/he believes to be in his/her economic interest.  For example, if s/he is in a market of falling property values, s/he can take a portion of the value of his/her house (whose overall value is falling) and invest in financial instruments that will grow in value.  S/he can also use the money to start a new business that results in surplus production.  The point is, the home is an asset that can be used to produce surplus value precisely because it rests within a legal or formal economic framework that allows the owner to convert some or all of its value into other assets, all of which are equally protected.

This is a good thing.  But if the person holds property outside the legal property system, the result is different.  All assets outside the legal property system are said to be "defective".  For example, consider the case of a poor campesino living in a rural village or on the fringes of an urban area.  This person is likely to have a house even though it may be a humble one.  The neighbors know the person and recognize that it is his/her house.  This is clearly an asset.  Unfortunately, because the "owner" has no legal title to the property, the value of the asset cannot be converted into a different kind of asset that could be used to create surplus value.

That is what deSoto means by dead capital.  If a person's assets are non-fungible, that is, if they cannot be converted to another form because they are not held within the confines of a formal legal system (formal property law and formally defined conversion process), then the person is in possession of dead capital.  If the opposite is true, the person is in possession of live capital.

In his studies of the Philippines, Egypt, Haiti and Peru, deSoto found that most of the poor already possess the assets they need to make a success of capitalism (2000, p. 5).  The problem is that these assets are "dead."  In the tables that follow, I present deSoto's findings with regard to the distribution of formal and informal dwellings within the formal and informal economic sectors.  Note that the tables are presented in pairs, the first giving data related to the urban sector and the second related to the rural sector.  Note also that in Tables 1 through 6 the data are reported in thousands while in Tables 7 and 8, the data are reported in millions.  An examination of the tables reveals that in terms of sheer numbers of dwellings, there are many more dwellings in the hands of persons in the informal economy, both rural and urban, than in the hands of persons in the formal economy.

Table 1

Philippines: Distribution of formal and informal dwellings in the urban sector (thousands)


Dwellings
%

Urban informal
4823
57

Urban formal
3655
43

Total urban
8478
100

Table 2

Philippines: Distribution of formal and informal dwellings in the rural sector (thousands)


Dwellings
%

Rural informal
20623
67

Rural formal
10077
33

Total rural
30700
100

Table 3

Peru: Distribution of formal and informal dwellings in the urban sector (thousands)


Dwellings
%

Urban informal
1700
53

Urban formal
1500
47

Total urban
3200
100

Table 4

Peru: Distribution of formal and informal dwellings in the rural sector (thousands)


Dwellings
%

Rural informal
4400
81

Rural formal
1000
19

Total rural
5400
100

Table 5

Haiti: Distribution of formal and informal dwellings in the urban sector (thousands)


Dwellings
%

Urban informal
349
68

Urban formal
183
32

Total urban
512
100

Table 6

Haiti: Distribution of formal and informal dwellings in the rural sector (thousands)


Dwellings
%

Rural informal
1527
97

Rural formal
41
3

Total rural
1568
100

Table 7

Egypt: Distribution of formal and informal dwellings in the urban sector (millions)


Dwellings
%

Urban informal
11.9
92

Urban formal
1
8

Total urban
12.9
100

Table 8

Egypt: Distribution of formal and informal dwellings in the rural sector (millions)


Dwellings
%

Rural informal
2.4
83

Rural formal
0.5
17

Total rural
2.9
100

But deSoto doesn't stop there.  He goes on to ask the questions about the value of assets held in the informal and formal economies.  He found the following.  Treating dead capital, he found the following.

· In the Philippines, urban dwellers in the informal economy owned 72.1 billion dollars in assets while rural dwellers in the informal economy owned 60.8 billion dollars in assets.  This gives a total of 132.9 billion dollars of informal capital.  This sum amounts to 4 times the market value of the 216 domestic companies listed on the Philippine Stock Exchange at the end of 1997.  It amounts to 5 times the total mineral production 1979-1998.  It amounts to 7 times the total savings and time deposits in commercial banks in the Philippines as of October 1998.  It amounts to 9 times the capital of the largest state-owned enterprises in the Philippines at the end of 1998.  It amounts to 14 times the value of total foreign direct investment in the Philippines between  1973 and September 1998 (p.  251).

· In Peru, urban dwellers in the informal economy owned 36.5 billion dollars in assets while rural dwellers in the informal economy owned 37.7 billion dollars in assets. This gives a total of 74.2 billion dollars of informal capital.  This sum amounts to 2 times the market value of the private companies registered in the stock exchange, 1995.  It amounts to 2 times the total assets of the 1,000 largest private formal enterprises.  It amounts to 8 times the total savings and time deposits in commercial banks in Peru, 1995.  It amounts to 11 times the capital of the largest public enterprises in Peru that could be freed through privatization.  It amounts to 14 times the value of direct foreign investment in the Peru up to 1995 (p. 252).

· In Haiti, urban dwellers in the informal economy owned 2.0 billion dollars in assets while rural dwellers in the informal economy owned 3.2 billion dollars in assets. This gives a total of 5.2 billion dollars of informal capital.  This sum amounts to 4 times the total assets of the 123 largest formal enterprises.  It amounts to 9 times the capital of the largest public enterprises in Haiti that could be freed through privatization.  It amounts to 11 times the total savings and time deposits in commercial banks in Haiti, 1995.  It amounts to 158 times the value of direct foreign investment in Haiti up to 1995 (p.253).

· In Egypt, urban dwellers in the informal economy owned 195.2 billion dollars in assets while rural dwellers in the informal economy owned 46.2 billion dollars in assets. This gives a total of 241.2 billion dollars of informal capital.  This sum amounts to 6 times the total savings and time deposits in commercial banks in Egypt.  It amounts to 13 times the accumulated net foreign reserves up to 1996.  It amounts to 16 times the accumulated investment in formal assets made by private firms attracted by incentives given by the government of Egypt through the Investment Law..  It amounts to 30 times the market value of the 746 companies that registered in the Cairo Stock Exchange in response to incentives provided by the Capital Market Law.  It amounts to 55 times the value of direct foreign investment in the Egypt up to 1996.  It amounts to 116 times the value of the 63 public enterprises privatized between 1992 and 1996 (p.254).

The sheer amount of asset value held by persons in the informal sector is truly impressive.  The problem is, as I have pointed out above, the assets are held in defective form.  This is dead capital.  Dead capital cannot be used to generate surplus production.

Surplus Production

The importance of the fungibility of assets lies in the ability of the owner to convert assets to a form that permits investment in enterprises that open the door to specialization and increased productivity resulting in surplus production.

The notion of surplus production needs to be understood.  If we don't understand it, we will never be able to speak to the question raised by Provadenic's Health Promoters, "How can we escape from our poverty?"  Furthermore, if the Provadenic communities do not learn how to produce surplus captial, they will never escape their poverty.  DeSoto gives a homely but useful example.  He refers to the farmer that breeds his cow and gets a new calf.  With the birth of the calf, the cow has produced surplus value.  The calf can now be sold and the proceeds directed to new investment.  DeSoto says that here, ". . . the term "capital" begins to do two jobs simultaneously, capturing the physical dimension of assets [livestock] as well as their potential to generate surplus value.  From the barnyard, it was only a short step to the desks of the inventors of economics, who generally defined 'capital' as that part of a country's assets that initiates surplus production and increases productivity (p. 41)."

Clearly, the dilemma for economic development is this.  People who live outside the boundaries of the formal world need to increase productivity and to generate surplus production.  Unfortunately, the assets they own are held in defective form.  They cannot therefore use their assets to produce the capital they need for investment in productive enterprises.  The question is then: How can we get capital to them when their assets cannot be converted to money?

DeSoto has an answer.  His answer is to work to integrate the formal and informal worlds.  Get the people with defective capital into the formal world.  Convert their dead capital into live capital.

This is easier said than done.  It requires the cooperation of wealthy elites in the formal world who can see the value to themselves of integrating all these assets and the talents of the people who hold them into the legal structure that rules the formal economy.

Can this be done?  Yes, says deSoto, but it takes time.  He shows how it happened in the U.S.  During the 19th century, when virtually the entire western part of the country operated outside the laws of property that guided economic transactions in the eastern part of the country, mining, ranching, trapping, and other industries did just fine.  They made up the rules as they went along.  Eventually, this body of "law" got incorporated into the eastern system and the economy became integrated.  Unfortunately, this took a century and a lot of conflict.

Bringing the Two Sectors Into Contact

Let's summarize the argument to this point.  There is one dominant economic system.  Two economic sectors exist within the framework of the system.  One is called the sector of live capital.  The other is called the sector of dead capital.  These can be represented as in the following diagram.


The circles have been drawn to illustrate the following facts.

· The economy is divided into two sectors, the formal sector and the informal sector.

· A major difference between the two sectors is that the formal sector has access to live capital and the informal sector only has access to dead capital.

· People in the formal sector can convert their assets to a variety of forms because they can offer collateral (i.e., their capital is live).

· People in the informal sector cannot make loans because they cannot offer secure collateral to the lender (i.e, their capital is dead).  They cannot raise the capital necessary for surplus production.

· People in the informal sector are marginalized, excluded from the formal sector.

DeSoto envisions a time when the two sectors begin to coalesce as, for instance, when a producer in the informal sector distributes products through a distributor in the formal sector.  This can be represented by the diagram on the next page.

Finally, the sectors are united into a single circle.  But this takes time.  In the U.S., the integration of the eastern and western economies took the better part of a century.


What Will Happen When the Two Sectors Finally Come in Contact?

The example of the U.S. in the 19th century has shown that the integration of the two sectors can get messy.  There was a lot of conflict, both within the two sectors and between them.  In the west, the sad history of squatting on land and defending it with a six shooter is well known.  The bloody squabbles among claimants to mining lands is legendary.  Racism became an additional part of it after 1848.  It got so bad that Mexicans remaining in what had formerly been Mexico began referring to democracy as linchocracia, that is, government by lynching.

Ultimately, we cannot allow ourselves to be distracted by this question as to whether or not the process will get messy.  Justice should not be made to wait.  For better or worse, we are launched on a program with people who are outside the formal sector and want to do something now.  Their cause is just. Maybe a fix will come in the future but they cannot wait.  We must work with them "in the meantime."

Sen has some comments that I think are relevant to this question and provide considerable encouragement to move ahead.  I quote an extensive section.

The market mechanism, which arouses passion in favor as well as against, is a basic arrangement through which people can interact with each other and undertake mutually advantageous activities.  In this light, it is very hard indeed to see how any reasonable critic could be against the market mechanism, as such.  The problems that arise spring typically from other sources—not from the existence of markets per se—and include such concerns as inadequate preparedness to make use of market transactions, unconstrained concealment of information or unregulated use of activities that allow the powerful to capitalize on their asymmetrical advantage.  These have to be dealt with not by suppressing the markets, but by allowing them to function better and with greater fairness, and with adequate supplementation.  The overall achievements of the market are deeply contingent on political and social arrangements.

The market mechanism has achieved great success under those conditions in which the opportunities offered by them could be reasonably shared.  In making this possible, the provision of basic education, the presence of elementary medical facilities, the availability of resources (such as land) that can be crucial to some economic activities (such as agriculture) call for appropriate public policies (involving schooling, health care, land reform and so on).  Even when the need for "economic reform" in favor of allowing more room for markets is paramount, these nonmarket facilities require careful and determined public action. . . . 

The far-reaching powers of the market mechanism have to be supplemented by the creation of basic social opportunities for social equity and justice  .  . . . . . . . .

The real problem here is not the need for financial conservatism in itself, but the underlying—and often unargued—belief that has been dominant in some policy circles that human development is really a kind of luxury that only richer countries can afford. . . . 

Human development is first and foremost an ally of the poor, rather than of the rich and the affluent. . . . .

The rewards of human development go, as we have seen, well beyond the direct enhancement of quality of life, and include also its impact on people's productive abilities and thus on economic growth on a widely shared basis.  (pp. 142-145)

Economic Development: but for Whom?

There is one economic system but two economic sectors, formal and informal, as we have seen.  That economic system, most often called free market capitalism, has emerged pre-eminant after the collapse of the Soviet Union.  It now dominates the international development agenda.

The mantra of the most highly developed nations represented by the Group of Eight is free trade.  Every effort is made to reduce barriers to free trade albeit asymmetrically.  The asymmetry between the economically more powerful and the economically less powerful often results in uneven applications of the free trade doctrine with the most powerful insisting on their right to use protective tariffs and subsidies while at the same time rejecting the notion that the least powerful should have the same right.  A current example of the use of subsidy is the subsidy for U.S.-grown corn, a subsidy which is ruining corn farmers in Mexico.  They simply can't compete with cheap U.S. corn dumped in the Mexican market.

The economic development field is dominated by the most highly developed nations.  They are the driving force behind the formation of the World Trade Organization in which most nations of the world participate.  They are also the funders of the biggest development banks, the mothers to the biggest multi-national corporations, and the sources of the greatest national largesse.

How shall we describe the functioning of the international development system?  I would use two terms, (1) top-down and (2) elite to elite.

Top-Down/Elite to Elite

There is no question that the Group of Eight is at the top.  With them we can include about 15-20 more wealthy nations.  And who is at the bottom?  That would be 150+ less wealthy nations of the world.

Development capital moves from more wealthy to less wealthy nations principally in the form of loans, grants, and investment capital.  Donors include governments, international financial institutions, venture capitalists (I include here institutional investors like mutual funds, etc.), multi-national corporations, and non-governmental organizations.

The term "donor" is used loosely to refer to organizations that both loan money and donate money.  In the case of governments as donors, money flows directly from government to government.  In the mix of loans and grants, most of the money is given as loans.  Unless forgiven, those loans have to be repaid with interest.  In the case of grants, the money generally has to be spent to buy products or services delivered by the granting country.  In most cases, the donor countries extract a good deal for themselves.  The pat on the back that we so often give ourselves for our "generosity" is generally undeserved.  North Americans are low on the totem pole in terms of international generosity.

Principal donor institutions include the International Monetary Fund (IMF), the World Bank (WB), and the Interamerican Development Bank (IDB).  All of these institutions are funded by the wealthy countries, mostly the Group of Eight.  In the case of the IMF, money flows mostly in the form of loans from the bank to governments of less-developed countries.  In the case of the WB, money flows mostly in the form of loans and grants to large-scale development projects.  The IDB is a regional bank and supplements the work of the IMF and the WB.  Venture capitalists put money into profit-making enterprises.  Multi-national corporations plant branches in recipient countries with the expectation of a good return on investment.  Non-governmental organizations account for a relatively small amount of overall investment.

Recipients of this international largesse are principally governments and well-connected individuals in the private sector.  Governments use the money for many purposes but one of the most important is infrastructure.  This includes communications (telephone, internet, etc.), transportation (roads, airports, etc.), and services (electrical power, water, national parks, etc.).  Well-connected individuals include those who are developing large scale projects on their own initiative as well as those who serve as in-country partners with multi-national enterprises.

In the case of Nicaragua, one can see everywhere the influence of international money.  New roads are under construction in many places.  The electrical system has become reliable.  So has the water system (though one cannot always trust that the water is potable).  Shopping centers that rival the best in the world are in place.  Luxury hotels are now plentiful in Managua.  These changes have been occurring just since 1990 when the Nicaraguan revolution ended with the election to the presidency of Violeta Chamorro.

In the commercial sector, brand names are easy to recognize.  They are American, Japanese, Korean, German, French, Italian, Spanish, etc.  The ubiquity of these names illustrates how thoroughly the Nicaraguan market has been over-run by multi-nationals.

The beneficiaries of the top-down system are the elites.  They range from captains of industry to clerks, police officers, soldiers, and all others who earn a living wage.  The system in which the elites of developed countries deal economically with elites in less developed countries is what I call an elite to elite system.  I use the term "elite" in a non-pejorative way to refer to the one billion persons who are included in the formal system described above.  In Figure 1, the left rectangle represents the elites who participate in the formal economy of the more highly developed countries.  The second rectangle is divided into white and shaded portions.  The white portion represents the elites who participate in the formal economy in the less highly developed countries while the shaded portion represents the non-elites who participate in the informal economy.  The latter can best be described as the marginalized or excluded portions of the population.  It is the shaded portion to which the Provadenic communities belong.

Figure 1

                                                   Donor                 Recipient

                                                Countries               Countries



Does the top-down, elite to elite system work and, if so, for whom?  For the donor elites, the answer is "yes".  Perhaps the most positive benefit is that donor countries gain markets for their products.  Second, the donor countries earn interest on loans and receive return on investment from their private enterprises.  Third, investment in the recipient countries allows those countries to exercise a degree of social control, to "project power" into those countries, as we like to say.  Our investments in other countries are regularly used to justify our "management" of "problematic" situations in those countries.  These benefits and others flow to the donor countries.

For the recipient elites, the answer is also "yes".  Elites in less developed countries are generally starved for investment capital.  By means of loans, grants, capital investment, etc., they gain the capital they need to promote economic growth.  Economic growth stimulated in this way nurtures the incomes and life styles of about one billion persons worldwide.

But there is also a downside.  By taking international capital, the less developed countries voluntarily submit to domination by foreign powers.  They voluntarily accept the capture of their market by foreign interests.  Not only that, since they are debtors, they are forced to submit to a regimen of "structural adjustment," an Orwellian term used to refer to the fact that donor countries require that recipient countries arrange their national budgets such that the donor countries can be assured that recipient countries will have money for debt repayment.  Naturally, those elites who make and control budgets don't make adjustments at cost to themselves so the hammer falls on the marginalized and excluded citizens.  Because of demands for budget re-structuring, countries like Nicaragua have virtually eliminated public health care and free public education, among other things, in order to comply with debt repayment schedules.

Add to this the fact that the money coming in from outside is often handled by less than fully honest officials.  Corruption is rampant.  Miguel Aleman, the gentleman who succeeded Violeta Chamorro in the Nicaraguan presidency, was jailed, convicted of rampant corruption involving investment capital.  Unfortunately, he is only one of many.  Most get away with it.

So, we conclude that the top-down, elite to elite system is working reasonably well for the one billion elites.  But is it working for the other five billion?  Incredibly, some say it is.  In talking with friends about this situation, I am frequently told that, even though most of the exported jobs require hard labor, few protections, extremely long hours, and dismally low wages, at least the poor people who do the work are receiving incomes that they didn't have before.  Talk about trickle down!  People who say that simply don't understand the kind of economic exploitation that these jobs involve.  I think of the labor  reforms in late eighteenth- and early nineteenth-century England.  In those reforms, English society judged that the conditions under which children and women labored were inhumane.  Now we are looking at the same atrocious conditions in Nicaragua, and China, and El Salvador, and Mexico and saying, "That's wonderful.  They didn't have those jobs before!"

This is simply unacceptable.  Economic growth by itself is not enough.  Everyone in a country, especially the poorest, should benefit.  In Brazil, a military dictatorship strongly supported by the United States fostered real economic growth at the rate of 10 percent per year from 1968 to 1974.  Growth of about 9 percent per year continued through 1980, then slowed to 0.3 percent from 1980 through 1993.  Who profited?  Even Brazil's own minister of finance admitted in 1972 that only 5 percent of the people had benefitted from the fantastic growth of the Brazilian economy (Sider, p. 5).

For Five Billion People, the Economic Development Model Is Broken

North Americans have shown an incredible inability to recognize how hopelessness based on low income, infant mortality, sub-standard housing, inadequate nutrition, ragged clothing, etc., contribute to social instability and, ultimately, violence.  We missed it in Vietnam.  We missed it in South America in the 60s and 70s.  We missed it in Central America in the 80s.  We're missing it again in the Middle East.

In an article entitled "El Salvador's Poor Are Still Waiting," Manuel Ortega, a community leader is quoted as saying, "The causes of war still exist.  If things do not get better for our children, we might have to prepare them for a new one . . . Years after a civil war, the reelected ruling party has failed to meet expectations that democracy would improve citizens' lives . . . The war came and went without resolving a thing . . . The government has failed to relieve the extreme rural poverty that helped generate the conflict in the first place . . . More than 3 million of the country's 6.5 million people cannot afford a basic diet . . . Per capita gross domestic product is lower than it was in 1978, just before the war began . . . The richest 20% of the population controls 58.3% of the wealth; the poorest 20% has only 2.4%."  (L.A. Times, March 23, 2004).  All this after 78,000 mostly desperately poor people died in the 80s!

Excerpts from an article entitled "Malnutrition Affects 35% of All Peruvians" by Ernesto Toledo Bruckmann include the following: "Malnutrition affects 7.6 million people . . .The minimum required to have an active and healthy life is 2,700 calories per day.  In Latin America, the average is 2,581 calories per day [averaged over all citizens including the well fed] . . . Reports from the U.N. Food and Agriculture Organization lecture governments to invest in the fight against poverty while at the same time international financial organizations oblige governments to reduce budgets for social programs . . . The poor in Peru (27 million, 54.3% of the population) have an average monthly income of $47, while those in extreme poverty (23% of the population) receive $18.  10% of the population receives 40% of the national income (La Opinion, March 22, 2004).

Hector Tobar, in an article entitled "Latin Amreica Losing Faith in Democracy,  writes the following: "U.N. Study (UN Development Program): survey of 18,600 people and interviews with political leaders in 18 countries, including most of the current and former presidents finds:

· a majority of Latin Americans would support an authoritarian government if it bettered their lives.

· most government leaders in the region felt they were slowly losing the ability to shape policy in their own countries because of the increasing influence of the United States and international lending institutions.

· 58.1% agree that the president should be allowed to act outside the law.  56.3% believe that economic development is more important than democracy.a majority don't believe that democracy can solve the country's problems.

· 43% fully support democracy; 30.5% are ambivalent; 26.5% hold non-democratic views.

Sider cites a 1996 study by the World Bank, "Of the 6 billion living on earth today, 1.3 billion live on less than one dollar a day.  In addition to these who live in almost absolute poverty, another two billion are very poor.  In fact, a majority of people today—three billion—live on less than two dollars a day (1997, p. 2).

With regard to child mortality, Sider cites data showing the child mortality rates in less developed countries are nine times higher than those in established market economies (1997, p. 7).

With regard to illiteracy, Sider shows that in 1960 only 40 percent of the developing world was literate, but that increased to 64 percent by 1990.  However, the number of people who cannot read also has grown, and the increase in literacy has not kept pace with population growth,  Consequently, the number of illiterates has increased by nearly 120 million since 1960—to 940 million in 1990.

Out of 6 billion 1.45 billion have no access to health services.

Out of 6 billion, 1.33 billion do not have access to safe water.

Out of 6 billion, 2.25 billion do not have access to sanitation.

I surely don't need to add more statistics to demonstrate that the answer to the question with which I led off this section is this: about 17% of the world's population benefit from the current world economic arrangements.  The other 83% of the population is either excluded or exploited.

The Need for a Complementary Economic Development Model

The free trade system is not addressing the needs of 83% of us.  In spite of this, an optimistic Bill Clinton, trying to "sell" the North American Free Trade Agreement (NAFTA) used this metaphor: A rising tide lifts all boats.  What Clinton expected the listener to say to himself/herself is, "He's right, a rising tide does lift all boats.  No doubt about it."  Indeed it does.  But what Clinton intends for us to do is to make the application that, in the same way that the rising tide lifts all boats, so the free market benefits everyone.  The application, of course, is simply not true.  In fact, the current top-down system is benefitting only about one billion out of six billion people living on the earth today.  The rising tide is a lousy metaphor for what is happening in the world market.

As we have seen, there is a positive side.  The top-down market is lifting the boats of one billion persons.  It is not my purpose to say that, because it doesn't lift all boats, the top-down model should be abandoned.  If it lifts the boats for a billion persons, that's a good accomplishment.  Let's keep it.  But what about the other five billion persons who are deriving no benefit beyond the few jobs that exploit their misery?  I will argue that for them, we need a complementary model.

Amartya Sen (1988, 1992, 1999) points the way to an alternative.  Sen is an economist of great international prestige.  He is Indian by birth.  His first hand experience with poverty in his native country has been determinative in his practice of economic science.  He teaches economics at Cambridge and at Harvard.  He received the Nobel Prize in Economic Science in 1998.  He has spoken to prestigious audiences all over the world.  His book entitled On Ethics and Economics (1988) is a re-work of The Royer Lectures delivered at the University of California, Berkeley.  His book entitled Development as Freedom (1999) is a re-work of invited lectures delivered to the Trustees of the World Bank.

It is the point of view developed in the latter work that is presented here.  It is of particular interest to note that Sen never expected to be invited to speak to the World Bank because he has been a frequent critic of the bank's economic development policies.  

Bluntly, he seems to believe that the bank simply doesn't know how to do development among the poorest populations.

Development as Freedom

The thing that marks Sen as unique among world class economists is his focus on economic development among the world's poor.  He sees development as a process of expanding the real freedoms that people enjoy.  In this approach, expansion of freedom is viewed as both the primary end and the principal means of development (1999, p. 36).  First, one seeks to expand freedom.  As goal, the expansion of freedom is valued intrinsically.  But once a new freedom has been achieved, it becomes the launching pad for achieving a new freedom.  Thus, what was initially an end-in-itself becomes a new means.

The ends and means of development call for placing the perspective of freedom at the center of the stage.  The people have to be seen, in this perspective, as being actively involved—given the opportunity—in shaping their own destiny, and not just as passive recipients of the fruits of cunning development programs.  The state and the society have extensive roles in strengthening and safeguarding human capabilities.  This is a supporting role, rather than one of ready-made delivery.  The freedom-centered perspective on the ends and means of development has some claim on our attention (1999, p. 53).

Sen believes that certain freedoms are constitutive of development.  These include freedom from hunger and malnutrition, availability of remedies for treatable illnesses, adequate clothing, adequate shelter, clean water, clean sanitary facilities, access to epidemiological programs, access to organized arrangements for health care, organized arrangements for education, effective institutions for the maintenance of peace and order, full political and civil liberties, and freedom to participate in the social, political and economic life of the community (1999, p. 4).

In an even broader description of the freedoms he thinks important to development, Sen speaks of five classes of instrumental freedom that have economic importance .  Being deprived of any of these freedoms has a direct impact on one's ability as a free economic agent.  The five classes of freedom are described as follows (pp. 38-40).

Political freedoms

· the opportunities that people have to determine who should govern and on what principles

· the possibility to scrutinize and criticize authorities

· to have freedom of expression and an uncensored press

· to enjoy the freedom to choose between different political parties,

· etc.

Economic facilities

· opportunities to utilize economic resources for the purpose of consumption, or production, or exchange

Social opportunities

· education

· health care

· etc.

Transparency guarantees

· the freedom to deal with one another under guarantees of disclosure and lucidity

Protective security

· includes fixed institutional arrangements such as unemployment benefits and statutory income supplements to the indigent as well as ad hoc arrangements such as famine relief or emergency public employment to generate income for destitutes

Commenting on interactions and complementarity of these five types of freedom, he says, "This approach goes against—and to a great extent undermines—the belief that has been so dominant in many policy circles that 'human development' (as the process of expanding education, health care, and other conditions of human life is called) is really a luxury that only richer countries can afford (1999, p. 41)."

Freedom and Capability

But, one may ask, what does freedom have to do with economic development?  Plenty, because freedom and unfreedom are closely linked to capabilities.  I am not free to do what I want if I am not capable of doing what I want.  To free a person from incapability means to enable him/her to do something that s/he could not previously do.  Sen defines development as "a process of expanding the real freedoms that people enjoy." and ". . . freedom is what development advances (1999, p. 3)".  Development that does not make one more free is not development at all.

His notions of the relation between capability and freedom lead Sen to speak of capability deprivation.  If there is something I need to be able to do to enhance my freedom that I am not capable of doing, I am by definition capability deprived.  The notion of capability deprivation plays an important role in the way Sen defines poverty.

It Takes Both Capability Deprivation and Money Deprivation to Define Poverty

Sen's notions of capability deprivation lead him to re-define poverty.  Since capability is closely linked to ability to earn income, poverty can be defined as both capability deprivation and money deprivation.  Capability deprivation is more important as a criterion of disadvantage than is the lowness of income (1999,  p. 131).

The claims in favor of the capability approach to poverty are, he believes, the following.

1. Poverty can be sensibly identified in terms of capability deprivation; the approach concentrates on deprivations that are intrinsically important (unlike low income, which is only instrumentally significant),

2. There are influences on capability deprivation—and thus on real poverty—other than lowness of income (income is not the only instrument in generating capabilities).

3. The instrumental relation between low income and low capability is variable between different communities and even between different families and different individuals (the impact of income on capabilities is contingent and conditional) (1999, pp 87-88).

The two forms of deprivation, money and capability, are correlated.  The relation, at least in some cases, may be causal.  The effectiveness of freedom as an instrument lies in the fact that different kinds of freedom interrelate with one another, and freedom of one type may greatly help in advancing freedom of other types (1999, p. 37).

The implication of Sen's argument is that if one wants to make a difference in the economic lives of poor people, one must pay attention both to quality of life/capability issues as well as money income.

What the capability analysis does in poverty analysis is to enhance understanding of the nature and causes of poverty and deprivation by shifting primary attention away from means (and one particular means that is usually given exclusive attention, viz., income) to ends that people have reason to pursue, and, correspondingly, to the freedoms to be able to satisfy those ends (1999, p. 90).

The Role of Education in Eliminating Capability Deprivation

One can think of capability deprivation as consisting of the things that one does not know how to do, things that if mastered would open the door to earning additional income.  What Sen leads us to do is to reflect on how outside-in and top-down collaborators can collaborate in the elimination of capability deprivation through education and training programs.

An Alternative Model: Bottom-Up

I want to respond to the challenge given us by Provadenic's Health Promoters.  Before I do that, I want to summarize the argument as I have developed it to this point.  My first point is that capitalism has captured the field worldwide.  It has done so simply because it has proven in head to head competition that it is the most efficient way to produce goods and services.

But, because human selfishness is always a factor in human interactions, capitalism does not necessarily produce equitable distribution of goods and services.  In fact, in most of the world, it has produced glaring gaps, huge divides, between the richest and poorest of us.  These gaps are due to social and political arrangements that, intentionally or unintentionally, produce these asymmetries.

The most highly developed nations recognize these asymmetries and are trying, through free trade policies combined with loans, grants, and investment capital, to begin to reduce the magnitude of the gap.  I have called this the top-down, elite to elite approach to economic development because it involves the flow of capital from the wealthier nations to the less developed nations.  It is an inevitable reality of this flow that capital goes from the hands of elites in the wealthier nations to the hands of elites in the less wealthy nations.  The only part of the capital flow that reaches the poorest sectors does so in the form of exploitative jobs that, for some myopic reason, are seen by some as a "benefit."  In fact, the benefit is mostly on the side of the investors.

In the view of the most highly developed nations, the approach has been a success and will in the future become an even greater success.  After all they say, a rising tide lifts all boats.  While the approach has in fact been a success for one billion people worldwide, it has not been a success for the other five billion.  Not only is the top-down approach not lifting most boats, it is actually sinking them.

There is no evidence that top-down has ever worked to the benefit of the poor, that it is working for them now, or that it ever will work for them.  I don't want to spend time speculating here about why that is.  I do believe that to make the free market work for the five billion who have been excluded, we need to take the preferential option for the poor.  That is, we must think very deliberately about what will help the poor to participate in economic growth, then take whatever actions are necessary to make it happen.

A new model is needed.  This does not mean getting rid of the old.  Rather, the new model is complementary to the old.  And, far from being a competitor to capitalism, it makes use of the very free market policies that are at the heart of capitalism.  The remarkable capability of the free market to produce goods and services must not be abandoned.  Free is better than any other option.  DeSoto makes a strong argument in favor of this option.  As he indicates, we are aiming to help people become more productive so that they can enjoy the benefits of surplus production.

This may seem an unattractive option to people in countries where their experience of democracy and capitalism has exposed them to massive abuses.  I think of the travesty called "democracy" under the Somoza dictatorship.  Through social and political arrangements, Somoza was able to manipulate the market that made a travesty of "capitalism."  Such regimes have been so common in less-developed countries that citizens of these countries are bound to have a negative reaction to the terms "democracy" and "capitalism."  I am all too aware of the fact that my personal experience of democracy and capitalism is very different from the dictatorships and the exploitative capitalism that they have known.

Sen provides a glimpse of democracy and capitalism that is hugely attractive.  Freedom is at the heart of his economic thinking.  Real development frees people.  "Development" that does not result in greater freedom is not development at all.  But development that is based on really free market principles brings freedom.

Sen sees freedom as being rooted in capability.  You are not free to do what you need to do if you lack the capability for doing it.  His notion of the role of personal capability in economic development leads him to redefine poverty.  Poverty must be defined not only in terms of deprivation of income but also deprivation of capability.  The two are correlated.  In many cases, the key to rising income means a prior development of new capabilities.  If one lacks a capability to do something that could give new entrepreneurial opportunity, one is not truly free.

This means that training and education have to play a large role in the approach to development that truly frees.

A New Model Is Needed

So, what is the alternative to the top-down, elite to elite model for economic development?  I am proposing the bottom-up model.  This may sound too cute to be 

taken seriously.  But I am absolutely serious about it.  It is not something I claim as my invention.  It is a tried and proven approach.  The elements of the model are described in Just and Lasting Change: When Communities Own Their Own Future by Taylor-Ide and Taylor (2002).  The book is described as "a comprehensive guide to transforming communities rapidly and in locally appropriate ways.  Daniel Taylor-Ides and Carl Taylor have been present at key events and worked with key thinkers in dealing with the large forces of inequity, environmental change and globalization for several decades.  The approach they have synthesized builds on what has worked over the last century—and  can now be implemented rapidly and cost-effectively in many parts of the world.  It relies on a three-way partnership of "bottom-up" initiatives from the community level, "top-down" support from government agencies, and "outside-in" ingenuity and objectivity from experts.  Based on both a diverse range of case studies—from the earliest attempts to promote social development in India a century ago to current efforts in Tibet, the Peruvian Andes, China, and the American Southwest---and engaging personal experiences, this book describes, step-by-step, how the SEED-SCALE model can be effectively implemented (2002, Back Cover)."

Where Is the Bottom?

So, what does "bottom" really mean?  Just as the writer of the paragraph above indicates, change begins with initiatives from the community level: "The only meaningful counterbalance to corporate globalization is communities (2002, p. 19)"  In other words, instead of beginning with wealthy nations and their gigantic financial institutions (top-down), we begin with communities (bottom-up).  The "bottom" is the community.

But what kind of community?  The authors say, "A defining characteristic is that a community functions best if it is small enough that people know one another, or about one another, and can organize for joint action (2002, p. 20)"  Provadenic experience suggests that an appropriate size is a community with somewhere between 50 and 200 residences.

I would go even below the level of community.  My bias as an academic trained in quantitative methodology is to think in terms of "unit of analysis."  For me, the "bottom" unit of analysis is the individual household within the community.  Capability analysis needs to begin at the level of the household (in all its various manifestations including intact families, single parents with children, single adults, etc.).  As I begin later to talk about an action plan and the roles to be played by various members of the consortium, I will return to this emphasis.

Behavior Change as the Sine Qua Non of Community Development

While the authors do not use this language (unit of analysis), they do emphasize that economic development at the community level is rooted in behavior change.  They say, ". . . the key to building better lives is not technical breakthroughs but changing behavior at the community level (2002, p. 17)."  This can be seen as setting for us outsiders an educational agenda.

Even though the individual household would be a focus of the action plan, the household must be seen in terms of the community in which it is embedded.  Working with a household-within-a-community is the concept that I want to emphasize.  The importance of the role of the community to the authors can be seen in this statement, "We advocate flexible growth following patterns defined by the lifestyle of communities and their families (2002, p. 33)."  This can be seen as setting for us outsiders a research agenda, one that emphasizes finding out what the community wants, not what we want.

Three Dimensions to Change

If communities can change their economic lives, why don't they just go ahead and do it?  The Taylors say, "". . . on their own, communities are unlikely to make significant change  (2002, p. 18)."  In their experience, communities need assistance.  They say, "Change is commonly viewed in one dimension, but in reality there are at least three dimensions: (1) bottom-up actions by people; (2) top-down policies from government; (3) outside-in contribution of ideas and skills (2002, p. 12)."

Notice that they put "bottom-up actions by people" first.  This is a focus that must be held in mind.  To lose it is to lose the whole enterprise.  But once the cues for change well up from the community, there is a role for government and for other organizations outside the community itself.

The authors emphasize that the role of these organizations is not as directors but as partners.  They focus on the poor as subjects, not as objects for the implementation of the outsiders' own schemes.  This puts government and other outside organizations in an unaccustomed role, that of providing support but not direction.  It is a case of doing with them what they desire to do, not doing for them what we desire.

In the first stages, the emphasis is on finding out what communities and households within communities want, then developing a plan for achieving it.  The role for the "outside-in" agencies at this point is conducting the assessment of what the people want, then helping them with the analysis of the data, then helping them develop a simple action plan (the Taylors have specific suggestions about what a plan of action should look like), then helping them to monitor results.

In the middle stages, "outside-in" experts can lead training, monitoring, and experimentation, helping communities make mid-course corrections.  In this regard, the authors advocate the Triple A process--asessment, analysis, action.  The Triple A process is used recursively.

From this point on, there are only middle stages, a recursive process, the end of which is to generate a replicable, self-sustaining model.

How Do We Know It Works?

When insurgencies in Guatemala, El Salvador, and Nicaragua were defeated in the 80s by U.S- supported counter insurgents, Ross Kinsler thought he saw in the average Central American what he called the "death of hope."  Ross was prophetic.  You can still see the hopelessness in the lethargy of the majority of poor people in those countries, those who once bled and died to create a different kind of future for themselves.  Now that the reactionary forces are once again in power (ARENA in El Salvador, the military in Guatemala, and the Liberal Constitutional Party in Nicaragua), poor people have a hard time seeing a future for themselves.

The question is, can we produce a re-birth of hope?  I believe we can.  The Taylors are hopeful,  They say, "IT IS POSSIBLE TO REDUCE THE GAP BETWEEN THE RICH AND THE POOR (2002, p.8)."  It is possible.  Those are magic words.  I absolutely believe that what we are about is no Quixotic adventure.  Once again the authors: "Privileged starting points and resources do not matter nearly as much as positive conviction about the future.  A vision that is shared in the community, a conviction that the common future will be better, is the foundation for development (2002,  p. 33)."  I absolutely have a positive conviction about the future.  It is not based on fantasies.  It is based on solid realities.  To these realities I want to turn.

Some of these realities are documented by the Taylors.  Whole chapters are dedicated to examples of successful bottom-up development in Ding Xian, China; Kerala, India; the Adirondacks, USA; Narangwal, India, etc.  The reader is invited to read these case studies.  They are indeed convincing that the path laid out in their book is based on real data from real poor communities that entered into economic development successfully.

I am personally better acquainted with the Provadenic experience and with Dr. Gustavo Parajon, the founder of Provadenic.  Dr. Parajon was born in Nicaragua.  He was educated through the end of high school there.  He then went to the USA for his undergraduate and medical education, receiving the MD degree from Case Western Reserve University and the MPH from Harvard University.

He returned to Nicaragua to practice medicine, following the conventional route of opening an office in a hospital.  He soon realized that he would not be able to reach the poor people that he really wanted to reach in this way.  Basically, the people he wanted to serve couldn't afford the service.

Dr. Parajon designed a new approach and built a new organization.  The approach was community-based medicine with a focus on preventive health care.  The organization is Provadenic.  The model has developed real maturity.  In the mature model, a community asks for service from Provadenic.  If the requesting community can show that it has absolutely no access to other forms of health care ( public or private clinics, resident physicians, etc.), Provadenic staff go to the community to talk with the residents.  They get community input as to what they, the community, want.  If what the community wants is something that Provadenic can provide and if these services are not already available through another agency, Provadenic staff will negotiate an agreement with the community.  The community must elect a Health Promoter.  Nothing is required of the candidate other than his/her willingness to attend training and to serve his/her community.  The community must also elect a Community Health Committee of 5-7 persons.  Nothing is required of them other than than their willingness to support the Health Promoter.

Once agreement is reached all around, Provadenic provides the wherewithall to construct a clinic building in the community.  Community members must participate in the construction and maintenance of the clinic building.  Provadenic provides initial and annual technical training for the Health Promoters.  It also provides simple equipment and medications.  It also mediates auxiliary health services (like vaccination campaigns sponsored by the Ministry of Public Health).

The scope of service is very broad including mid-wifery, well baby care, treatment of ailments for which there are relatively simple interventions (e.g., hydration for children with dysentery, pain relief, nutritional supplementation, etc.), development of sources of potable water, cultivation of nutritious plants, raising small animals for food and sale, treatment of human and animal waste products, community clean-up, re-forestation, etc.  In the tables that follow, the reader will see the results of this program for the years 2000 to 2001.  Examination of the tables reveals the following.

· An 85% reduction in infant mortality in both 2000 and 2001 as compared with the rest of Nicaragua (Table 9).

· A 9% improvement in children with normal nutrition in 2000 and a 13% improvement in 2001 as compared with the rest of Nicaragua (Table 10).

· Maternal mortality disappears in Provadenic communities but is 118 per 100,000 live births in the rest of Nicaragua, 2003 (Table 11).

· A 68% reduction in infant mortality in 2003 as compared with the rest of Nicaragua (Table 11).

· A 65% reduction in children under five mortality in 2003 as compared with the rest of Nicaragua (Table 11).

· Normal nutrition rates improve over the years as a community continues to work with Provadenic. The community of San Onofre is one of the poorest communities with which Provadenic works. Normal nutrition rates increase over time, while both Grade I and Grade II and Grade III  malnutrition decrease over time.

Table 9

Infant Mortality in Provadenic Communities 2000-2001.

                 Indicator
Year 2000
Year 2001
General in Nicaragua.

Deaths in infants less than 1 year of age per 1,000 live births
Less than 10
Less than 10
66

*This table applies to 24 of 26 Provadenic communities.

**Statistic from Pan-American Health Organization 1999

Table 10

Children Under 5 Yrs. With Normal Nutrition in Provadenic Communities


Year 2000
Year 2001
General in Nicaragua

Children in normal nutritional state
83%
87%
*76%

*World Bank Poverty Report 1998 p.192-193

Table 11

Mortality Rates of Women, Infants and Children in 2003

Indicator
Year 2003 Provadenic
General in Nicaragua*

Maternal mortality
No maternal deaths
118 per 100,000

Infant Mortality: 

Aggregate of 32 communities
16 per 1000 children born

(majority of communities has no infant deaths)
50 per 1000 children born

Child Under Five Mortality
24 per 1000 children born

(majority of communities had no child deaths)
68 per 1000 children born

Almost as impressive as the results obtained is the way in which they are obtained.  One might think that these results were obtained under the care of an MD.  The truth is that they were obtained by poor country people trained by Provadenic.  You have to see the supervising medical doctors doing clinical supervison with the Health Promoters to understand how committed Provadenic is to the bottom-up philosophy.  In one such visit that I observed, the doctor studiously avoided usurping or in any way overshadowing the Health Promoter.  This is the people's work and they are proud of it.  No wonder they were able to say in 2002, "Now that we have our health problems licked . . . ."  It's these very people who asked the question, ". . . now how can we escape from our poverty?"  This paper is all about helping them to answer the question.  In the next section of this paper, I sketch out an action plan for doing precisely that in a bottom-up way.

An Action Plan

My intention in this section is to take the inputs described above (DeSoto, Sen, Taylor and Taylor-Ides, Sider, Provadenic) and use them to outline an action plan.  This plan is much broader than anything we have envisioned previously.  I am suggesting that everything we do in the future be placed consciously and deliberately within the context  

of economic development in small communities. That includes what Third World Development has previously done with the Polytechnic University of Nicaragua and what Foundation for Worldwide Health has done with Provadenic, Colegio Bautista La Concepcion, and Ave Maria University.

Goal/Vision

My goal/vision is to help the Provadenic Health Promoters, as representative of poor marginalized people all over the world, answer their collective question: "How can we escape our poverty?"  Based on Sen's analysis, their poverty can be defined along two dimensions, money deprivation and capability deprivation.  If we assume that the lack of money is "caused" by lack of capabilities, then our mission is two-fold.  We work simultaneously on the development of capabilities and on the development of vehicles for producing capital.  The principal target capability areas are those identified by Sen as social opportunities and economic facilities.  Within the social opportunities area I would say that we should be prepared to focus on health care, environmental resources, and education.  Within the economic facilities area we should be prepared to focus on small business development.

I propose that we do this through the design, development, and implementation of a replicable, self-sustaining, bottom-up economic development model based on entrepreneurship in a free market environment.  I propose further that the development of the model include the promotion of political and social arrangements that increase the probability of equity in the distribution of goods and services.

Target Population

We may begin with one or a few Provadenic communities for purposes of developing a replicable model but our target population is ultimately the five billion people who are excluded from participation in the top-down, elite-to-elite market.  By design, we will initially target people who live in rural, isolated communities.  We will ultimately have to address also the urban poor, many of whom may just have migrated from untenable rural situations to what turn out to be equally untenable urban ones.

Problems to Overcome

One major problem is that we don't have good data on the assets (physical and personal) and aspirations of the subject population.  While we know generally that our target population likes the health program introduced by Provadenic and that it would like to escape its poverty, specific information that would help us to understand the magnitude of physical and personal resources that are available and the kinds of education and training programs, etc., that need to be designed and offered, is not available.

A second major problem is that we don't have good market data for our target population.  We have not studied the rural and small town market that could be made available to the subject population.  For this reason, it is not possible at this time to say what products and services could be bought and sold (or traded).

A third major problm is, as Sen has shown, the absence of capabilities that people in the target population must have in order to produce, through entrepreneurial activity, surplus goods and services.  This is an education and training problem that could be addressed through the collaboration of various ones of the proposed outside-in partners in the project.  The content of training and education would, of course, be determined by the information gleaned from the study of assets  and aspirations of the subject population and the study of the market.

A fourth major problem is, as DeSoto has shown, the unavailability of capital to the subjects of our project due to the non-fungibility of the assets "owned" by them.  We will have to find sources of capital that are alternative to the sources available to governments and large enterprises in the top-down sector.

A fifth major problem is the fact that we work "in the meantime," that is, in that period of time before the informal and formal economies become integrated.  In the absence of such integration, the solution may well require us to replicate within the informal economy at least some of the six effects of property systems in the formal economy that allow participants in that economy to generate capital.  DeSoto describes the six effects.

1. Fixing the economic potential of assets.  "Legal property thus gave the West the tools to produce surplus value over and above its physical assets (p. 51)."   ". . . what you can do with things increases infinitely when you focus your thinking on their potential (p. 52)."

2. Integrating dispersed information into one system (p. 52).

3. Making people accountable ( p. 54).  You can lose what you have.  This invites commitment.

4. Making assets fungible, i.e., able to be fashioned to suit practically any transaction ( p. 56).  "Westerners can adapt their assets to any economic circumstances to produce continually higher valued mixtures, whereas their Third World counterparts remain trapped in the physical world of rigid, non-fungible forms (p. 58)."

5. Networking people.  "The formal property process created a whole infrastructure of connecting devices that, like a railway switchyard, allowed the assets to run safely between people (pp. 58-59)."  Relevant terms related to Western system:

· accountability

· responsibility

6. Protecting transactions: ". . . all the property records (titles, deeds, securities, contracts that describe the economically significant aspects of assets) are continually tracked and protected as they travel through time and space  (p. 61)."

These six effects cannot all be produced until the government becomes involved in a positive way.  But some of them can be mimicked prior to government participation.

Potential Contributors to This Enterprise

At this point I will only list the organizations that in my mind have resources that can work with the Foundation for Worldwide Health in addressing the problems listed above.

· Loma Linda Education Foundation

· Provadenic

· The Polytechnic University of Nicaragua

· The Central American University

· Ave Maria University

· The American University of Managua

· Fielding Graduate Institute

· EduDyne Foundation

· Ministry of Public Health of Nicaragua

· National Council of Churches of Nicaragua

· Baptist Hospital, Managua

· Adventist Hospital, Esteli

Research

The first step in the action plan involves research.  I anticipate two research projects, one involving the documentation of the assets and aspirations of members of the Provadenic communities and one involving a description of the rural and small town market.

Briefly described, the documentation of assets and aspirations of members of the Provadenic communities would involve creating an interview protocol with relevant questions and sufficient follow-on probe questions to allow the interviewers to find out exactly "where the people itch."  This is an expression (in the context of community organizing) of Paulo Freire, quoted by Taylor and Taylor Ides (p. 63).

Scratch where the people itch if you want to mobilize that community. . . The answer for positive change lies in the people.  Each community must begin with its felt needs; then confidence can build.  Start with the itch, the issues that irritate . . . Go into the villages and get your hands dirty. . . At most be a midwife to the process; never father it, for then it is bastardized. . . The people can never rise alone; they need help.  The role for the outsider is to find the issues that are theirs.  Just because you know one community, don't assume you know the next.  Each community's concerns are unique.

Taylors amplify this theme in less colorful but equally relevant language.

Action must be grounded in objective local data.  Lacking such data, participants will base decisions on transitory shifts in opinion influenced by who talks most convincingly or is more powerful at the moment.  Decisions not grounded in local data often are isolated from the people; they are made by officials who tend to be out of touch and out of date, and the experts' thick reports are usually based on earlier studies done elsewhere and on deductions from theory.  Focusing on local data, community members, with guidance from officials and experts, can blend practical local realities with the best of worldwide understanding.

The advantages of working from truly local data become self-evident as soon as a community effort is launched.  Expecting local people to have the time, resources, and expertise required for gathering modern, scientific data is wildly unrealistic and impractical in most circumstances.  But when all three partners share in the effort, they combine their separate skills: the experts design an easy-to-do process, the officials create an enabling context, and the local people do the fieldwork.  Collective data-gathering fosters wider acceptance of the findings and creates a coalition for later action.  When the whole community invests time in both collecting and interpreting the data, scientific data no longer belong to experts but are owned by everybody.  Having objective facts allows comparisons between the past and present and also between communities.  Parallel data-gathering from multiple sources allows people to synthesize science with indigenous wisdom. (Taylor and Taylor-Ides, pp. 34-35.  See also pages 244-246)

The authors go on to suggest specific instruments and procedures that can be used (p. 246).  Copies of these must be obtained for our study and use.  Adaptations will probably be needed but it would only make sense to use what has already worked well.

So once the interview protocol and other materials are ready, it's time to get the hands dirty.  Interviewers need to be trained to use the materials.  Interviewers need to include principally members of the community but I can see university students getting involved as well.  Dissertations and theses could come out of this activity.  Documentation of the process and its results would be important to the development of a replicable, self-sustaining model.

I can see university students working with community members in collecting the data in much the same way that students carried out the Nicaraguan literacy campaign during the 80s.  It would mean going to the communities and sitting down with individual householders to engage them, using the instruments created in the first step, household by household and community by community.

Once the data are collected, data analysis and interpretation begin.  I note that the Taylors believe that community members must be involved at this stage as well.

So far, I have only sketched out the first research project.  The other one is of critical importance as well.  I'm not sure about the degree to which comunity members would be involved in this because it would likely involve a certain amount of technical preparation like that which graduate students of business and marketing might have.  I am not conversant with the field but professors and grad students at Nicaraguan universities like UPOLI are.  I would tend to want to defer to their expertise in setting up the market study.

I see this study as having extreme importance precisely because of the degree to which the markets of less developed countries have been inundated by multi-nationals.  I don't know what market niches could be discovered that are not already served by existing suppliers but there have to be some.  I don't think that we should shrink from the task of challenging the market.  If you want to compete, you have to be smart, determined, and bold.  I'll leave it there for now.

Sharing the Results

The second step in the action plan is sharing the results of the research with the members of the community.  In the passage quoted above, the Taylors indicate the importance they attach to the process of allowing community members to fully discuss the findings.  They must fully understand the meaning of the findings if they are to come up with a relevant work plan.

Although Sen's comments are offered in a different context, he places a high value on the open and public discussion of issues involving the whole community.

It can be argued that a proper understanding of what economic needs are—their content and their force—requires discussion and exchange.  Political and civil rights, especially those related to the guaranteeing of open discussion, debate, criticism, and dissent, are central to the processes of generating informed and reflected choices.  These processes are crucial to the formation of values and priorities, and we cannot, in general, take preferences as given independently of public discussion, that is, irrespective of whether open debates and interchanges are permitted or not.  (Sen, 1999, p. 153)

Develop a Work Plan

The third step in the action plan is to develop a work plan.  My inclination is to buy into what the Taylors have to say about this.  After all, they have the experience.  Furthermore, Provadenic fully accepts their approach to community development programs.

Basically, the Taylors accept that outside-in agencies like all those addressed by this paper are familiar with preparing work plans, budgets, etc.  Essentially, they accept the validity of things like external budgets, requests for proposal, outsiders' plans developed by "experts" outside the communities.  These are all valid and necessary within the culture of the outsiders.  But plans by and for a community must be relevant to the community.  So, after commenting on the various forms of outsider plans, they say the following.

In contrast to the paperwork systems described above, we propose an alternative that focuses on the community, creating greater equality among partners and relieving the community from the posture of the mendicant.  This system does not eliminate the need to meet the paperwork requirements of outside government or donor agencies—communities that seek outside help in any form will always have to deal with those; but it incorporates that paperwork into a larger, community-centered framework.  This system consists of a single primary document and two supporting ones.

The annual work plan is the foundation document.  It builds from the community's needs but incorporates input from government, experts, and donors.  It focuses on the tasks that need to be accomplished that year in the community.  Traditional plans move through multiple levels of objectives, situational analyses, inputs, outcomes, and methods of monitoring.  By contrast, the annual work plan simply assigns responsibility for who will do what, and when.

The annual work plan brings all partners together.  It does not replace the regulations of officials, reports of experts, and national budgets; instead it gives these a foundation in local circumstances so that their formulations gain authenticity.  It slides underneath the stack of government and expert paperwork a foundation document, which expresses the priorities and achievements of the people.  Government and experts then build upon this because they were also part of its creation.  Rather than the paperwork's being controlled from the outside, the outside comes in and supports the creation of a local base on which to anchor all actions.

Because of their locality-specific, independent nature, annual work plans also foster self-assembly and scaling up by communities throughout a region—something that blueprint approaches seldom achieve.

The contract is a part of the annual work plan.  It specifies the reciprocal expectations and obligations of the community and each outside partner.  A contract's transparent give-and-take levels negotiations more effectively than files, external budgets, plans, RFPs, and approved proposals, which move control outside the community.  People understand deals, and this fundamentally is what a contract is.  A contract may not always be balanced—one side may even be dictating terms; but rather than pretending otherwise, a contract makes the imbalance clear.

Contracts can help prevent mismanagement of money, a frequent source of problems for communities.  Typically communities have few problems handling their own money, because members, who each own a share in community ventures, insist on transparency.  This same sort of transparency can be provided by contracts that involve outside funds.  Outside money is useful to jump-start initiatives that otherwise would start slowly and to make up deficits between tasks that are of low priority for a community but high priority for outside partners.

An inclusive budget differs from an external budget in that the former contains all the resources that are required by a work plan, while the latter deals only with monetary resources.  External budgets miss the mark when it comes to action because they deal with the outsiders' priorities, not with the problems at hand.  Any budget, inclusive or otherwise, must specify how money is to be spent.  But it is perhaps more important to tie the money to the tasks that are to be accomplished (and how these will be measured) than it is to state which substance is being paid for at what levels.  Second only to the annual work plan in importance, the role of the inclusive budget is much like that of an equipment list on a building project, stating what supplies are necessary to get the job done.

Money is only one component of a budget; an equally important component is time.  Time is a sustainable resource.  Time is the currency all partners possess and can contribute.  Typical budgets categorize time investments as "cost sharing," "sweat equity" or "partner contributions," suggesting that these contributions are less significant than money.  But downplaying the value of the investment of time misses the value of monitoring a project's most important input.  To accord time its proper prominence, the work plan must be the first document, specifying the functions that need to be carried out.  Then, to bring more clarity to the process, the budget specifies the jobs that need to be done.  The ordering here is important; determine functions first, and then list the inputs and contractual obligations of key partners. (Taylor and Taylor Ides, pp. 73-75)

Work the Plan

The fourth step in the work plan is to put to it work.  Taylors emphasize that the goal is behavior change.  Their comments on behavior change are instructive (see pp. 35-36 and 247-248).

Evaluate and Make Mid-Course Corrections

The fifth step in the work plan is to monitor and evaluate.  I have been advancing Sen's idea of development as freedom.  Within this context, assessment of success must be judged by the standard of freedom.  Sen says, "Development, in this view, is the process of expanding human freedoms, and the assessment of development has to be informed by this consideration (p. 36)."  The success of the development effort must be judged by whether the people are less subject to famine and undernutrition, have full access to health care, have access to sanitary arrangements, have access to clean water, are free of unnecessary morbidity, are free of premature mortality, have access to functional education, have access to gainful employment, enjoy reduced economic insecurity, enjoy greater social security, enjoy greater equality between men and women, enjoy full political liberty and basic civil rights.  These are the things Sen means by "freedom."  Development that doesn't bring greater freedom is not development at all.

Continuing in the evaluative vein, he goes on to say:

In the normative approach used here, substantive individual freedoms are taken to be critical.  The success of a society is to be evaluated, in this view, primarily by the substantive freedoms that the members of that society enjoy.  Having greater freedom to do the things one has reason to value is:

1. significant in itself for the person's overall freedom.

2. important in fostering the person's opportunities to have valuable outcomes.

    The second reason for taking substantive freedom to be so crucial is that freedom is not only the basis of the evaluation of success and failure, but it is also a principal determinant of individual initiative and social effectivness (i.e, the agency aspect of the person).  (pp. 18-19)

In general, I think that we ought to consider seriously Sen's Chapter 3 in the design of program evaluation.

The reader will not be surprised to find that the Taylors also have some specific suggestions about evaluation.  I use their own words to lay out their six criteria for testing action.  These are complementary to the substantive freedom criterion used by Sen.  The criteria are found on pp. 41 ff.

1. Collaboration.  A community develops efficiently when people as a group agree on the direction they want to go.  When people's vision is grounded in an understanding of what is realistic for them, they develop a general sense of cooperation that spreads internally through the community.  As we use the term, collaboration within the community differs from partnership, which relates to cooperative action among the three larger partners of community, officials, and experts.  Collaboration comes from agreement within the community to pull together, not from oratory or injunctions.  It builds on pragmatism, which counteracts unrealistic visions nourished by sales pitches, bank-loan officers, and personal aspirations.  Collaboration creates a mutual support structure that encourages behavior change.  The indicators of how widely a vision is shared include who shows up at community meetings, who does the talking, who decides, who volunteers for what kinds of work, who seeks credit, and how benefits are distributed.

2. Equity.  Too often groups that can afford to take risks seize emerging advantages, and the less educated, the poor, and the ethnic and religious minorities fall behind.  When socialist alternatives were more widely promoted, there was greater acceptance of the need for equity.  Equity is a justifiable goal for more than moral reasons.  An organism cannot be healthy when certain organs are diseased, and a community cannot be healthy when groups within it are disfranchised.  But community-based equity will not evolve on its own because in most societies local patterns of discrimination are deeply entrenched.  Controls are needed to ensure that, with a rising tide, those who have bigger boats do not swamp those whose boats are smaller and have leaks.  Only outside pressure for equity from a government-led enabling environment will convince local elites that their own future will improve when everyone benefits [emphasis is mine].

3. Sustainability.  Testing for environmental, economic, and cultural sustainability helps decisionmakers recognize when development is producing short-term gains but not lasting benefits.  Is development exhausting water, forest, and energy resources or increasing air, soil and water pollution?  Are debts being incurred that cannot be repaid?  Most important, sustainability must retain a human face: is change undermining the transmission of cultural values to the next generation?

     Development will always bring multiple trade-offs: resources will be consumed, economic costs will mount, and cultures will be forced to adapt.  Moving to something new will always involve the loss of something old.  Technology, training, and invention will constantly seek to make development more efficient, but it can never make it totally efficient.  So each community as it approaches new opportunities must ask: are the gains worth the costs?  Sometimes communities may conclude that they do not want a particular development, that the changes are not progressing according to their vision of the future.

4. Interdependence, not dependency.  The antithesis of development is dependency.  Action for just and lasting development enhances interdependence within and among communities and reduces vulnerability to the victimization that so often accompanies dependency.  Interdependent development does not advocate that communities try to stand on their own but that they create links that foster great, cumulative strength.

    A more just and lasting future cannot be bought.  Donors, seeking faster results, may offer to pay the costs of some service.  Government officials seeking votes may promise to provide popular services.  New outside assistance may at first appear to improve conditions, but capacity within the community fades when people cling to unrealistic expectations of help from outside.  Donors who thought they were promoting development find that instead they have instigated dependency.  Outside resources are certainly needed. But they should be accepted only if they do not shift control outside the community.

5. Holistic action.  Many development efforts have tended to look at people as patients, students, bus riders, consumers, or statistics, but this is not how people see themselves.  People are whole beings, individuals with unique needs.  Breaking development into sectoral programs such as health, education, and transport does not address the larger reality of multifaceted well-being.  By contrast, an orientation that addresses combinations of needs promotes synergistic interactions and quantum shifts, especially when a particular behavior change solves more than one problem.  Action in one area stimulates progress in other areas; together they strengthen the fabric of community life and foster a rising tide.

6. Iterative action.  Successful development matures through sequential learning and through continual adjustments in complex relations.  An idea is attempted; on the next try, implementation gets a little better; in a third trial, the outcomes are even more useful.  Iterative action is quite different from simply repeating a job endlessly the same way a machine would.  In development, tasks and practices need to be adjusted with each trial.  As in operations research, iteration is situation- and time-specific.  If out of a dozen variables a few are not functioning, the whole system may be in jeopardy.  By using methods such as annual SEED surveys it is possible to identify loose ends and determine which to tie down and which to trim.

    In many places, an all-or-none law operates; here, iteration helps communities to find a balance.  A community may be making money and expanding services, but if it is not attending to key changes or excluded groups, it may not be enjoying real development.  Iterative action identifies problems and monitors the effects of change in an ecological way, sensitive to links among elements in the system.  Development comes alive when partnerships, data, and changed behavior fit together; and as precision builds with each iteration, pieces fall into place.

A Word (or two) About Foundation for Worldwide Health

Beginnings

Most beginnings are inauspicious.  This is true of the Foundation for Worldwide Health. FWH can be said to have begun when I was in Nicaragua working with the Polytechnic University of Nicaragua (UPOLI) on behalf of Third World Development.  Professor Gilberto Aguirre, an educator and dear friend with whom I had worked in the 60s and (at the time) Executive Director of the Nicaraguan National Council of Churches, invited me to use some of my time to visit Colegio Bautista La Concepcion with him.  I accepted.

At Colegio Bautista, I met the Director, Lesbia Galan.  During the visit, Lesbia placed two chairs on the cement walk outside her office.  She invited me to sit down.  She was a sweetly commanding woman and I certainly wasn't going to say "No."  She had a plan.  She was going to ask me to do something on behalf of the Colegio.  At the appropriate moment she asked, "Can you help us?"

I said I would try.  But I certainly didn't have a plan.  My best contacts in the United States were my friends at the First Baptist Church of Redlands.  I was not a member of any board at the time so I didn't feel that I could ethically mount a campaign on behalf of the Colegio.  But the church gave me many opportunities to speak both formally and informally of ministry in Nicaragua.  More importantly, I was able for arrange for people from Nicaragua to speak at the church, among them Gilberto Aguirre, Executive Director of the Nicaraguan National Council of Churches, Dr. Lydia Ruth Zamora, currently Vice Rector of the Polytechnic University of Nicaragua, Lic. Tomas Tellez, Director of the Office of International Relations at UPOLI, and Dr. Gustavo Parajon, Director of Provadenic.

That's where God took over.  Speaking in a service of worship at FBC Redlands, God used Gustavo's voice to speak to Dr. Mark Carpenter.  Dr. Joe deRoulhac, Pastor, told me soon after that one Mark Carpenter (who I did not know at the time) had been tremendously moved by Gustavo's message and that he wanted to do some dental work in Nicaragua.

Soon after, using the good offices of Gilberto Aguirre and the Nicaraguan National Council of Churches, FBC Redlands established a sister relationship (hermanamiento) with the Colegio Bautista and with the Sinai First Baptist Church, both in La Concepcion, Department of Masaya.  The church soon sent its first delegation to visit with the congregation and school there.

The Vision Expands Beyond FBC Redlands

In the meantime, Dr. Carpenter was enthusiastically developing the idea of delegations of dentists and students of dentistry going to do dentistry in La Concepcion.  Dr. Carpenter's natural contacts with the School of Dentistry at Loma Linda University (LLU) brought that university into the picture, albeit informally.

I soon had the opportunity to meet Dr. Jim Crawford (with a resume in dental ministry both here and abroad that won't quit including Dean of the School of Public Health at LLU) over breakfast with Dr. Carpenter.  By this time, Mark and I were seriously considering the formation of a legal structure through which we could more easily do the work that we were contemplating.  We were in perfect agreement that one guiding principle of the new entity would be the promotion of unity in the body of Christ.  We were going to be ecumenical. A second guiding principle of the new entity would be ministry in the name of Jesus on the same basis on which Jesus offered his ministry—unconditionally, without money and without price. Dr. Crawford responded positively to the vision.  So we were already effectively ecumenical—Seventh Day Adventist and American Baptist!

In the course of making dental ministry trips to La Concepcion, members of the delegation were made aware of the medical and dental ministries of Provadenic.  Dr. Carpenter and I had become increasingly impressed with the Provadenic model of ministry.  We began to dream of the possibility of expanding the model world-wide.  First, however, it had to be made self-sustaining.  Otherwise, there would be no chance of expanding beyond a relatively few poor people (around 20,000 currently).

Driven both by the feeling that self-support was absolutely critical and by the feeling that the people in the Provadenic communities needed to have access to health care beyond what was available to them through the community clinics, Dr. Carpenter and I began thinking about a piramidal health care structure with the Provadenic community-based model as the foundation, with regional health centers to serve up to 20 rural communities in the middle and with full-service hospitals at the top.

We had come to the point when we wanted to share our vision more completely and formally with LLU because we felt that the resources of the university through its schools of Dentistry, Medicine, Nursing, and Public Health would be an invaluable resource.  Accordingly, with the gracious assistance of Dr. Crawford, a meeting with the Chancellor, Dr. Richard Hart, and some of his key colleagues was arranged.  Dr. Carpenter and I arranged for Drs. David and Laura Parajon (of Provadenic) and Dr. Lydia Ruth Zamora (of UPOLI) to be present.  The meeting took place early in December of 2002.

On the day of the meeting, Dr. Crawford took us on a tour of the university.  We started at the sculpture of the Good Samaritan in the quad that stands at the center of the university campus.  Anyone who wants to understand the heart of Adventism and the heart of the Gospel at the same time needs to stand a while and contemplate the sculpture as we did that day.  

The tour continued.  As we were leaving the Proton Accelerator and moving through the Children's Hospital, Dr. Zamora pulled me aside and asked, "Do you know what this means?"  I replied, "No."  She whispered, "Credibility!"  I agreed.

Dr. Crawford led us to the Chancellor's conference room where Dr. Hart received us graciously.  He was supportive of our vision.  While he could not commit the university as an institution to collaboration with FWH, he made it clear that he liked what we were doing and that he would be pleased to see members of the administration, faculty, staff, and students work with us albeit as individuals and not as representatives of the university.  We were appreciative of his support and understanding of the limitations that he has as a representative of a Board of Directors and a Christian denomination.

Regional Health Centers

We left the meeting with LLU staff encouraged that the idea of self-sustaining regional health centers was a good one.  Drs. David and Laura Parajon were in agreement.  They shared the idea with their Health Promoters and got conditional approval.  The condition is that the regional centers will not draw economic support from their community-based programs.  We are committed to seeing that this doesn't happen.  In reality, we seek more support for the communities, not less.

On the positive side, the Health Promoters saw in the regional centers an opportunity to offer to members of their communities services that are currently unavailable to them.  They spoke of the times they have taken community members to town with health problems too severe for them to treat only to find that the services are too expensive for their patients.  Also, they said that doctors in town don't take them seriously as health providers.

The idea of regional health centers is maturing.  Now that we look at health care as one aspect of the freedom that defines development, we realize that the regional health centers have to become more full service institutions with the ability offer medical care, dental care, education services, and financial services.  Given this as the concept, we are now thinking of a building of up to 3500 sq. ft.in size that includes a six-bed ward, treatment room, physician's office, dentist's office, one-chair dental clinic, sterilization and medications storage room, general storage room, reception area, a computer lab with 10 computers to support distance learning and a classroom that will accommodate up to 20 students.

Dental Teams

To date, we have been able to rally resources in the Redlands and Loma Linda areas to offer dental care to people who need it in Nicaragua.  In the process we have forged relationships with Provadenic, Colegio Bautista La Concepcion, the Polytechnic University of Nicaragua, and Ave Maria University.  We started small but have found that the excitement has been growing.  This year we provided more than 1,400 dental procedures on over 800 patients in San Marcos, La Concepcion, and Esteli (including the near-by village of Potrerillo).

Perhaps even more significant is the degree to which the effort has grown more ecumenical.  I'm probably missing some denominations but principal participants in the most recent trip included Adventists, Baptists, Catholics, Nazarenes, and non-denominational organizations.  We expect to add representatives of the United Methodist Church.  

The participation of the Catholic Church has been inspirational.  We considered this key since we were hosted in Nicaragua by the Ave Maria University and ministered to by the campus priest.  This relationship is very important since most of the students at Colegio Bautista are Catholic as are many of the adults to whom we have ministered in Esteli, La Concepcion, and San Marcos.

Finance

I'm thinking of the words Bill Cosby puts in Moses' mouth, "Lord, who's gonna clean up the mess in the bottom of this ark?"  With the same tone of alarm in our voices, we ask, "Lord, how are we gonna pay for all of this?"

I think of the words of Robert Schuller.  Most know Schuller as Pastor of Garden Grove Community Church.  Fewer know him as a highly sought-after business consultant and motivational speaker.  He has told attendees at many business seminars, "Most businesses don't have a money problem; they have an idea problem."  I believe that he is right.  What we need are good ideas.  So let's start with what we have and build from there.

Financing Regional Health Centers

We are committed to the notion that Regional Health Centers like the one described above should become self-sustaining.  It is unlikely that any center will begin that way but each ought to be structured to attain that status.  We are thinking that outsiders will provide 100% of operating funds initially and that support would decline to zero after five years.  These are numbers we can play with but the principle is inviolable.  If we don't help centers achieve full self-support, we will never be able to claim that we are promoting a replicable model that can be copied around the world.

Of course, financing facilities fall in a different category from financing operating costs.  In all likelihood, facilities will have to be funded 100% with outside funds.  That doesn't mean that community members cannot participate in construction.  Provadenic already uses this approach.  It's something the Taylors would insist on.

We believe that churches will become the primary support for the construction of the regional centers.  We think that the concept will be very attractive to congregations.  We are working with some numbers: 10 churches each give $10,000 toward the construction of a center.  At the same time, they commit to $3,000 a year for ten years to support a community that feeds in to the regional center.  We encourage each sponsoring congregation to send a delegation for one week every year to the community that they sponsor.  There is nothing like being present in one of these communities and getting to know the loving response of the residents to cement a bond.

The attraction of starting with churches is the fact that they do not need to get a receipt for tax deductible contributions since they pay no taxes anyway.  Since we have not yet been awarded our tax-exempt status, we cannot give such receipts.  We have made appplication and wait for the IRS to respond.

Once tax exempt status has been achieved, we can then begin to apply to foundations and corporations.

Dental Delegations

To date, dental delegations have not depended on FWH.  There is no reason why they need to in the future.  The delegates have paid their own way.  LLU provides some financial support to student dentists.  This has been very helpful, even necessary (have you, the reader, ever experienced the financial exigencies of student status?).  At the same time, there is reason to believe that in the future, FWH as a service organization can provide important logistical support to the delegations.  This remains to be seen.

There has been to date one exception to the rule of self support.  The delegation that went to Esteli in June needed outside support for the special work it did with acrylic partials.  

Support for this group came from Rotary Clubs in Big Bear, Crestline, and Redlands.  Collectively, the clubs contributed $6,000.

Development of Small Businesses

If the residents of target communities are ever to escape the poverty they so dearly want to escape, they must be helped to develop small businesses.  The studies referred to above (see pp. 28 ff.) would become the basis for these start-ups.  As I said earlier, I can see UPOLI business students involved in these studies.  But once business plans have been drawn up, the owners must have access to capital.  This will likely come in the form of micro loan programs.

The fact that these candidate business people function outside the formal economy (they have access to dead capital only) presents certain problems.  For example, how can a lender be encouraged to get development capital to people in the informal economy if s/he runs the risk of losing his/her shirt?  In other words, how can we create responsibility and commitment in borrowers if they can walk away from a debt and lose nothing?  Is there an alternative to the signature loan?

Two approaches seem worth exploring.  The first is a piece-meal approach. Benchmarks are set.  You "loan" the person enough to reach the first benchmark.  When that bechcmark has been reaced, you lend enough to reach the second, and so on until the project is mature.  The amount of any loss is minimized if the borrower walks away before completing the project.

The second is a partnership approach.  Investors and producers become partners.  The producer does the actual labor.  The investor owns a piece of the business and therefore participates in all aspects of the business including planning, production, packaging, sales, income, etc.  In this way, the investor is in a better position to protect his/her interests while at the same time partipating in the profitability of the same.

The End

This little piece comes to a whimpering end.  It was intended as nothing more than an idea piece, a stimulus to discussion.  We are launched on a really exciting enterprise.  It will require the creative genius of all who read it to make up for the paucity of good ideas of which Schuller speaks.  May God give you the requisite wisdom.
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