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Executive Summary

Purpose

Despite billions of dollars of U.S. and other donor assistance, economic
conditions in Sub-Saharan Africa declined severely in the 1980s. This
situation prompted the Congress to create the Development Fund for
Africa, which is administered by the Agency for International Develop-
ment (AID). The Fund was created in December 1987 to provide more
stability in U.S. development assistance funding, new policy directions,
increased administrative flexibility in delivering assistance, and more
effective measurement of the impact of assistance.

To assess the Fund'’s initial performance, the Chairman, Subcommittee
on Foreign Operations, Export Financing, and Related Programs, House
Committee on Appropriations, requested that GAO review the Fund.
GAO’s objectives were to determine whether

the Fund has provided a stable source of development assistance
funding for Africa,

AID has implemented the Fund according to the congressional policy
guidance,

administrative changes associated with the Fund have improved AID’s
ability to deliver development assistance, and

AID’s evaluation planning will measure the Fund’s impact on African
development.

Background

In creating the Fund, the Congress emphasized certain policies intended
to increase the impact of development assistance for Africa. These
include (1) assuring stability of funding; (2) concentrating resources in
countries that have demonstrated a willingness to undertake policy
reforms; (3) focusing on critical sectors within those countries; (4) com-
bining non-project and project assistance; (5) integrating food aid with
the Fund; (6) addressing the social and environmental effects of devel-
opment; and (7) cooperating with host governments, other bilateral and
multilateral donors, and nongovernmental organizations involved in
development assistance.

The Fund also gave AID greater flexibility in carrying out its work in
Africa. For example, Fund procurements were exempted from the “buy
American” rules to improve the speed and appropriateness of AID
procurements in Africa, and funds were not appropriated to functional
accounts (such as agriculture or health) to provide AID more leeway in
planning and implementing development assistance projects.
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Results in Brief

Executive Summary

The Fund has provided a stable source of development assistance
funding for Sub-Saharan Africa and, in fact, development assistance has
increased in absolute terms and relative to other regions. However,
increases in development assistance funding did not offset decreases in
other types of economic assistance, such as economic support funds and
food aid. As a result, total U.S, economic assistance to this region was
lower in fiscal year 1990 than in fiscal year 1987.

Consistent with congressional guidance, AID has, among other things,
concentrated Fund resources in those African countries that have
demonstrated a willingness to undertake economic policy reforms.
Within those countries, AID has concentrated resources in specific
sectors.

AID missions had not taken full advantage of the flexibility offered by
the exemption from ‘“buy American” procurement rules because AID’s
guidance to the African missions was restrictive. Emphasis was still on
the procurement source rather than on whether program objectives
would be most effectively met. However, AID had taken advantage of the
flexibility provided by the Congress by not tying the Fund to functional
accounts. This flexibility permitted AID to improve operations by
allowing it to more easily reprogram funds and pursue cross-sectoral
projects.

While economic development is a long-term process subject to many
influences, AID had not adequately described appropriate evaluation
approaches and techniques for missions to use in analyzing relevant
baseline and monitoring data. Also, AID had not described adequately in
its guidance how to measure the Fund’s impact or include a focus on
evaluating the host country’s ability to sustain the program or project
impact after outside funding terminates.

Principal Findings

Stability of Funding

Bilateral development assistance to Africa increased from $394.5 million
in fiscal year 1987 (before the Fund) to $573.3 million by fiscal year
1990, the 3rd year of the Fund. Africa’s relative share of the U.S. world-
wide development assistance budget also increased from 31.3 percent in
fiscal year 1987 to 43.1 percent by fiscal year 1990. However, while
development assistance to Africa increased, other economic assistance,
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Executive Summary

such as economic support funds and food aid declined, resulting in a
lower level of economic assistance in fiscal year 1990 than in any of the
preceding 8 years. Department of State and AID officials attribute this
decline to changing U.S. priorities worldwide. Also, total U.S. bilateral
economic assistance declined during this period.

Implementation Consistent
With Congressional
Guidance

GAO found that, consistent with congressional guidance, AID has concen-
trated Fund resources in a fewer number of African countries. The share
of U.S. development assistance funds for the 23 African countries where
AID has been concentrating its efforts grew from 67 percent in fiscal
year 1987 to 86 percent in fiscal year 1990. Also, within these 23 coun-
tries, Fund resources are being concentrated into fewer sectors and
projects. AID had 308 development projects underway in Africa in fiscal
year 1987. Although funding had increased, the number of projects
active in fiscal year 1990 had decreased to 263. AID missions in countries
GAO visited were (1) combining non-project and project assistance to
encourage policy reforms; (2) designing programs to address social and
environmental concerns; (3) integrating food aid with the Fund to
increase the mission’s overall effectiveness; and (4) working coopera-
tively with host governments, other bilateral and multilateral donors,
and nongovernmental organizations in designing and implementing
projects.

Administrative Flexibility

AID headquarters and field officials GAO interviewed generally believed
that AID had not taken full advantage of procurement rule changes per-
mitted by the Fund and intended to improve the timeliness and appro-
priateness of procurement actions. According to AID field officials, AID’s
guidance on the legislative exemption from the “‘buy American” rule
was restrictive and did not provide the flexibility intended. AID’s guid-
ance states that the exemption should be used sparingly and that there
should be no noticeable decrease in the relative share of procurements
from U.S. sources. AID field officials stated that emphasis is still given to
the source of the items being procured rather than to whether program
objectives will be most effectively met. Consequently, very little has
changed as a result of the legislative exemption.

GAO found that the absence of functional accounts for Fund activities
has facilitated needs-based planning. Missions now have significantly
more flexibility to (1) consider a country’s specific development needs,
undistorted by funding levels in separate functional accounts;

(2) pursue cross-sectoral projects that address a variety of development
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Executive Summary

needs; and (3) shift or reprogram funds as needed to address changing
circumstances in developing countries. Missions GAO visited have used
this flexibility to more efficiently and effectively use program funds.

AID’s Evaluation Planning

Recommendations

Agency Comments

To measure the impact of the Fund, AID has provided its missions guid-
ance for monitoring, evaluating, and reporting on their progress. GAo
found that AID’s guidance does not describe adequately how to measure
the Fund’s impact or include a focus on whether Fund projects will be
sustainable in the long run. Measuring impact and attributing it to the
Fund will be difficult because economic development is a long-term pro-
cess subject to many influences, but the process is nonetheless important
to assess the relative success of this program.

GAO recommends that the Administrator of AID

evaluate the Fund procurements to date to determine whether AID’s
“buy American” guidance was indeed too restrictive and, if necessary,
make appropriate revisions to the Fund procurement guidance to take
greater advantage of the procurement flexibility the Congress provided
and

provide missions in Africa with additional guidance for measuring the
impact of the Fund by (1) describing appropriate approaches or tech-
niques for missions to use in analyzing baseline and monitoring data and
(2) addressing issues missions should consider in evaluating the sus-
tainability of the Fund program and project impacts.

GAO did not obtain written agency comments on this report. However, its
contents were discussed with aIp officials and their comments have been
incorporated in the report where appropriate.
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Chapter 1

Introduction

African Economic
Development
Regressed in the 1980s

Throughout the 1980s, economic development in Africa! suffered severe
setbacks. Per-capita income declined in some countries by more than

26 percent. In fact, 13 of the region’s countries—representing one-third
of its population—had lower per-capita incomes in 1989 than they had
at independence in the 1960s.

The problems of African countries in the 1980s were caused by a variety
of external and internal factors. An important external factor was a
decline in export earnings. In the 1980s, the prices of Africa’s main
exports plummeted, Several countries, dependent on selling only a few
key products, were unable to switch to other exports. This situation led
to major reductions in commercial loans to African countries, but large
increases in official bilateral and multilateral loans left most of the
region’s countries with major debt problems. According to the World
Bank,? commercial capital flows to the region declined quickly from

$8 billion in 1983 to less than $1 billion in 1985. Noncommercial capital
flows—Iloans from bilateral and multilateral donor organizations—
increased to record levels in the 1980s. The debt burden reached crisis
proportions in more than half of the region’s countries. During 1980
through 1988, 25 African countries had to reschedule their debts with
creditors a total of 105 times, and overall, Africa’s debt grew faster than
that of any other developing region. With Africa’s debt at 100 percent of
gross national product and more than 350 percent of export earnings,
the region was more indebted than any other part of the world in 1989.
(See fig. 1.1 for a map of the African countries).

!In this report, the term “Africa” refers to the 47 countries south of the Saharan Desert. In 1985,
these countries accounted for approximately 85 percent of the African continent's people.

2World Bank, Sub-Saharan Africa: Form Crisis to Sustainable Growth (November 1989) and United
Nations Development Program, Africa’s Adjustment and Growth in the 1980s (March 1989). Gener-
ally, the statistics and other information presented in this section are excerpts from these studies.
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Introduction

Figure 1.1: Countries South of the Saharan Desert
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Chapter 1
Introduction

Economic problems in African countries were also caused by internal
factors, including poor economic policies. That is, African governments
pursued economic policies that hindered growth, such as currency
restrictions, price controls, trade barriers, budget deficits, and a high
level of state control over the economy. Both African governments and
the international donor community have acknowledged the negative
effects of such policies on the economies of African countries.

These economic problems in the 1980s were exacerbated by natural
disasters and civil strife. Many parts of Africa endured several droughts
and subsequent famines in the 1980s. Locust plagues also contributed to
famine in parts of Africa. In addition, several African countries were
embroiled in civil wars.

As a result of these problems, Africa remains one of the poorest areas of
the world, with hunger and malnutrition prevalent throughout the
region. The agriculture sector, which accounts for most of Africa’s eco-
nomic activity, continued to decline, and per-capita food production con-
tinued to fall in the 1980s as it had in the 1970s. According to World
Bank estimates, 25 percent of Africa’s population faces chronic food
shortages.

Health conditions in Africa remain among the worst in the world.
African countries have the highest infant mortality rates in the world.
In the poorest African countries about 25 percent of all children die
before the age of 5. According to one 1985 estimate, only 65 percent of
urban and 26 percent of rural residents had access to safe drinking
water. In 1987, life expectancy in African countries was the lowest in
the world—49 years for males and 53 years for females.

Africa’s situation is further exacerbated by rapid population growth.
The population growth rate, perpetuated by a variety of social and eco-
nomic reasons, is the highest in the world, with very few prospects of
reductions in the medium term. According to a World Bank study,? the
population of Africa, if uncontrolled, will triple by the year 2025. Popu-
lation growth aggravates the growing unemployment prevailing in
Africa’s depressed economies. The high rates of population growth
require that Africa’s economies and social services progress rapidly just
for living standards to remain at current low levels. Otherwise, the edu-
cational and health care systems will become increasingly overburdened

3World Bank, Poverty, Adjustment, and Growth in Africa (April 1989).
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Chapter 1
Introduction

The Development
Fund for Africa
Created to Address
Africa’s Problems

as slums expand, health deteriorates, illiteracy and malnutrition
increase, and a culture of poverty is perpetuated.

The deteriorating economic and social conditions in Africa undermined
development assistance activities of the United States and other donors.
In addition, these conditions occurred when the federal budget crisis
threatened to reduce U.S. assistance to Africa. These factors, and the
desire to increase the flexibility of U.S. assistance, prompted the admin-
istration and the Congress to create a special appropriation for develop-
ment assistance.? This appropriation was placed in a special account
called the Development Fund for Africa (DFA), which is administered by
the Agency for International Development (AID). DFA became effective
with enactment of the omnibus fiscal year 1988 joint resolution

(P.L. 100-202, dated Dec. 22, 1987).

DFA legislation established a separate $600 million appropriation for
development assistance for Africa. According to the conference com-
mittee report (H. Rept. 100-498 at 817), this appropriation was needed
to provide “an assured and stable source of funding for Africa.”

DFA legislation specified a variety of policies that AID should pursue to
promote ‘‘long-term development and economic growth that is equitable,
participatory, environmentally sustainable, and self-reliant.” These poli-
cies emphasized (1) concentrating DFA resources in selected African
countries that had demonstrated a willingness to undertake economic
policy reforms or basic structural adjustments; (2) focusing on critical
sectors within those countries; (3) encouraging host government policy
reforms while continuing to provide project assistance; (4) addressing
the social and environmental effects of development; (5) integrating
food aid with development assistance; and (6) cooperating with host
government agencies, bilateral and multilateral donors, and nongovern-
mental organizations involved in development assistance.

DFA legislation also included two administrative provisions designed to
provide AID additional flexibility in carrying out its work in Africa.
According to the Subcommittee on Africa, House Committee on Foreign
Affairs, the “buy American” procurement rules were impairing the
timeliness and appropriateness of AID procurements for projects in

“Development assistance is one of three major types of foreign economic assistance provided to
Africa by the United States. The other two types—economic support funds and food aid-—are dis-
cussed later in this report.
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Chapter 1
Introduction

Objectives, Scope, and
Methodology

Africa. In addition, funds were not appropriated to functional accounts
(such as agriculture or health) to provide AID more flexibility in planning
and implementing development assistance projects.

Another important aspect of DFA is impact evaluation. Given the new
policy directions and increased flexibility for AID, the Congress expects
that DFA will have a positive, measurable, impact in Africa. AID head-
quarters’ guidance to missions in Africa has emphasized the importance
of evaluating the impact of DFA.

The Chairman, Subcommittee on Foreign Operations, Export Financing,
and Related Programs, House Committee on Appropriations requested
that we review DFA. Our objectives were to determine whether

DFA has provided a stable source of funding for Africa,

AID has implemented DFA consistent with congressional policy guidance,
administrative changes associated with DFA have improved AID’s ability
to deliver development assistance efficiently, and

AID is effectively planning evaluations to measure the impact of DFA on
African development.

We performed our review at all organizational levels of AIb—headquar-
ters, regional offices, and selected missions. At headquarters, we visited
the Africa Bureau and the Program and Policy Coordination Bureau. In
Africa, we visited AID’s two Regional Economic Development Services
Offices—the office in Nairobi, Kenya (which serves east and southern
Africa) and the office in Abidjan, Cote d’'Ivoire (which serves west and
central Africa). In addition to providing administrative and technical
support for all missions in Africa, the regional offices serve as country
missions for smaller countries. The regional office in Nairobi directs
activities in four countries (Comoros, Djibouti, Mauritius, and
Seychelles). The regional office in Abidjan directs activities in two coun-
tries (Cote d’Ivoire and Sao Tome/Principe) and provides assistance and
liaison services to the African Development Bank.

We also visited AID missions in Kenya, Malawi, and Senegal. We selected
these because they were 3 of 23 priority missions for AID’s implementa-
tion of DFA. In addition, these missions received relatively high levels of
DFA funding and represented different regions of Africa. Also, AID head-
quarters officials stated that these missions have large and stable
programs.
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To determine whether DFA has provided a stable source of funding for
Africa, we reviewed AID funding levels both before and after pra. We
included all sources of U.S. bilateral economic assistance as part of this
review. We analyzed trends in funding levels and compared funding for
Africa to other regions where AID provides foreign economic assistance.
We also interviewed Africa Bureau officials at both AID and the State

Department to get their opinions on the effect. of bFa on funding for
Africa.

To determine whether AID was implementing DFA consistent with con-
gressional policy guidance, we reviewed the DFA Action Plant (AID's guid-
ance) and the missions’ country development strategies and project
documents. We also had extensive discussions with responsible AID offi-
cials at headquarters and field offices.

In reviewing AID's efforts to concentrate resources on selected countries,
we reviewed AID's categorization of African countries and how much pra
funds have been concentrated in those countries. We also interviewed
State Department officials who have overall responsibility for coordi-
nating U.S. foreign policy and who consult with AID in selecting coun-
tries to receive U.S. assistance. In addition, we anrlyzed trends in the
overall number of development projects and their average costs in
Africa.

To determine whether missions are integrating bra with food aid, we
reviewed plans to implement food aid programs and compared these to
the missions’ country development strategies and documents for indi-
vidual AID projects. We also interviewed Department of Agriculture offi-
cials, who share some responsibilities with AD in the m=nz2gement of
food aid.

To evaluate the extent of AID's cooperation with host governments,
other bilateral and multilateral donors, and nungovernmental organiza-
tions, we interviewed field-level officials from a wide variety of organi-
zations in Washington, D.C., Kenya, Malawi, Senegal, and Cote d'lvoire.
During these meetings, we discussed a wide rangc of DFA issues, but
made particular inquiries regarding the degree that AID coordinated its
efforts with these organizations. We also obtained copies of their
country strategies and compared them with AlD's country strategies.

®AID, U.S. Asslstance for Africa - The Development Fund for Africa (DFA) - An Action Plan, May
1888.
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To evaluate the changes in AID's procurement procedures, we reviewed
AID headquarter’s legal memorandums, procurement handbooks, cables,
and fiscal year 1989 statistics on procurement in Africa. We also dis-
cussed the procurement change with responsible officials at headquar-
ters, regional offices and selected missions, and compared AID’s guldance
with legislative intent as reflected in the Conference Committee report
on DFA.

To evaluate what effect the absence of functional accounts had on pro-
gram effectiveness, we discussed this change with AID headquarters offi-
cials involved in budgeting and programming. At selected missions, we
discussed this change with AID field officials and reviewed budget cables
and project documents in cases where the mission had applied the flexi-
bility offered by this change.

To assess AID's efforts to evaluate DFA, we reviewed AID's Evaluation
Handbook, the Africa Bureau's supplement to that handbook, and the
Africa Bureau's cables to missions. We also discussed this issue with AID
evaluation experts in the Africa Bureau and the Program and Policy
Coordination Bureau's Center for Development Information and Evalua-
tion. We compared AID's DFA evaluation strategies to generally accepted
techniques for evaluating development programs.

We reviewed DFA during fiscal year 1990—nrA's 2nd full year of imple-
mentation. Given the time required to plan and implement development
projects, many of the projects we studied were in the planning or early
implementation phase. As a result, we generally did not visit project
sites to independently evaluate their progress.

Also, we did not review AID's Southern Africa Regional Program, which
supports the efforts of countries seeking economic independence from
the Republic of South Africa. Starting in fiscal year 1890, bra included
$560 million in funding for this program. We did not review this program
because it predates the DFA, and its objectives and development strate-
gies are significantly different.

We conducted our review between January and September 1890 in
accordance with generally accepted government auditing standards.

We did not obtain written agency comments on this report; however, we

discussed its contents with AIp offlclals and have incorporated their
comments where appropriate.
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Chapter 2

DFA Has Provided a Stable Source of
Development Assistance, but Other Economic
Assistance Has Declined

DFA Met Objective to
Increase Development
Assistance to Africa

DFA has assured a stable source of development assistance funding for
Africa. Since its creation in 1987, development assistance to Africa and
Africa’s share of the total development assistance budget have
increased. However, development assistance is only one component of
the U.S. bilateral economic assistance program. Other components, such
as the economic support funds and food aid, declined for African coun-
tries, and total U.S. bilateral economic assistance to Africa was slightly
lower in fiscal year 1980 than in fiscal year 1987 and considerably lower
than fiscal year 1985. The reduction in economic assistance to Sub-
Saharan Africa reflects the overall reductions in U.S. bilateral economic
assistance during this period, but AID and State Department officials also
cited changing U.S. priorities as a reason for the reduction in bilateral
economic assistance to Africa.

DFA initially raised the level of development assistance for Africa from
$396 million in fiscal year 1987—before DFA was created—to $664 mil-
lion in fiscal year 1988.! Since that initial increase, the pra funding level
remained stable at about $6560 million through fiscal year 1980. Africa's
development assistance funding, both before and after pra, is shown in
figure 2.1.2

'DFA actua) obligations since fiscal year 1988 include approximately $50 miliion annually for AlD's
Southern Africa Regional Program, which primarily consists of development assistance. In fiscal year
1880, the program was added to the DFA funding account.

2For fiscal year 1991, the Congress appropriated $800 million in development assistance for Africa,
an Increase of $236 millluh over the fiscal year 1880 funding level.
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Chapter 2

DFA Has Provided a Stable Source of
Development Asslstance, but Other E~onomic
Asaistance Has Declined

Figure 2.1: Actual Obligations of
Development Assistance for Alrics
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In addition to the increases, development assistance funding for Africa
grew relative to other regions, as shown in table 2.1. DFA has increased
Africa’s percentage of the total development assistance budget from
31.3 percent in fiscal year 1687 (before pra) to 40.8, 41.0, and 43.1 per-
cent in fiscal years 1988, 1988, and 1990, respectively. AID and State
Department officials stated that DFA's separate account in the foreign
assistance budget protected Africa’s development assistance from cuts
or shifts to other regions.
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Chapter 2

DFA Has Provided a Stable Source of
Development Assistance, but Other Economlc
Asgistance Has Declined

Tabte 2.1: Actual Obligations of
Development Assistance for Africa and
Other Reglons

Other U.S. Economic
Assistance to Africa
Has Declined

]
Dollars in millions

Latin America Near 2:'.72 Africa's
Fiscal and the and percent
year Africa Caribbean Europe Total of total
1981 $304 9 $2333 $4583  $9966 306
1982 3301 280.9 4397 10506 314
1983 3337 328.9 4359 10986 304
1984 356.7 2953 4439 10958 326
1985 4185 507 4 4939 14197 295
1986 4549 4615 4421 13585 35
1987 3945 436.8 4279 12592 313
1988 553.8 415.9 3886 13583 408
1989 578.4 4147 4165 14006 410
1990° 5733 3493 4069  1,3296 431

“Figcal year 1990 figures are AID estimates.
Source: AID Congressional Presentations.

In addition to development assistance, AlD's other major foreign eco-
nomic assistance programs are food aid and the economic support fund.
Food aid is provided to countries to combat hunger and malnutrition,
encourage economic development, expand export markets for U.S. agri-
cultural products, and promote U.S. foreign policy objectives. The eco-
nomic support fund is intended to promote economic and potitical
stability in regions where the United States has special security inter-
ests. These funds are used both for balance of payments support to host
governments and for development programs.

We found that for Africa, the economic support fund and food aid have
declinred more rapidly than pra's development assistance has increased,
leaving Africa with a net decrease in total annual bilateral assistance
since the adoption of DFA. (See fig. 2.2.)
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DFA Has Provided a Stable S8ourve of
Development Assistance, but Other Economic
Assistaiice Has Declined

Figure 2.2: Actual Obligations of Development Assistance, Economic Support Funds, and Food Ald for Atrica
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Figure 2.2 also shows that total U1.S. bilateral economic aid for Africa
peaked in fiscal year 1985 at $1.4 billion. By fiscal year 1987, bilateral
aid had fallen to $876 million. The first 2 fiscal years of bra (1988 and
1989) total bilateral aid for Africa increased to $886 million and

$927 million, respectively. However, for fiscal year 1990 bilateral aid to
Africa had dropped to $793 million—or b7 percent of its fiscal year
1985 levels.

Alb officials stated that the increase in development assistance to Africa
under DFA wag meant to replace a substantial portion of the economic
support fund to that region. One official stated that approximately

40) percent of the original bra budget in fiscal year 1988 was comprised
of former economic support fund programs. For example, development
activities, such as AIn's Africa Economic Policy Reform Program, for-
merly funded with the economic support fund is now funded by pra.
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However, AID and State Department officials stated that DFA was
intended to replace only a portion of other assistance and was not
intended to totally replace the economic support fund to African coun-
tries. Several countries such as Chad, Namibia, and Kenya, which
receive development assistance under DFA, still receive some economic
support funds.

Total U.S. bilateral economic assistance to Africa has also deciined rela-
tive to other regions. (See table 2.2.) While Africa’s share of total bilat-
eral economic assistance increased from 13.8 to 15.8 percent in the 1st
year of DFA, the percentage has declined to 12.5 percent in fiscal year
1990. A officials cited shifting U.S. priorities for the reduction in eco-
nomic assistance for Africa. State Department and AID officials stated
that the reductions were the result’of some African countries declining
in strategic and political significance to the United States and that pri-
orities within the foreign aid budget have shifted due to changing polit-
fcal events in other regions or countries, such as Eastern Europe and
Central America, where U.S. attention and resources have been directed.

Tabie 2.2: U.S. Bilatera! Economic
Aassistance for Atrica and Other Regions

b ]
Dollars in millions

Latin America Near e:l:t' Africa's
Fiscal and the an share
year Africa Caribbeun Europe Total of total
1981 $7840 $549.6 $32604  $4.5040 171
1082 8298 796.2 33787 50047 16,6
1983 85656 1,098.9 33518 53073 16.1
1984 1007.2 10175 35725  5507.2 180
1985 14016 18104 51241 8,336.1 16.8
1986 1,037 1 1.3185 51829 76015 136
1987 876.1 14989 39787 63537 138
1988 8868 11419 35745 56032 158
1989 9274 11426 39635 60335 154
1990 7936 15796 39582 63324 125

3The figcal year 1990 figures are estimates.
Source: AID Congressional Presantations.

Conclusion

The congressional objective of assuring a stable source of development
assistance funding has so far been met. However, both the economic
support fund and food aid, the other major components of economic
assistance, declined for Africa from fiscal years 18856 through 1980.
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This reflects reductions in the overall level of U.S. bilateral economic
assistance funding during this period. The net effect of these changes,
however, is that total bilateral economic assistance to Africa has
declined in absolute amounts, and also relative to other regions. AID and
State Department officials attributed the decline in Africa’s funding
levels relative to other regions to budget shifts brought about by
changing political events in other parts of the world.
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AID Resources
Concentrated in
Selected African
Countries

In creating DFA, the Congress emphasized certain policies intended to
increase the impact of development assistance in Africa. These policies
included concentrating resources in countries with growth potential and
goveruments receptive to reforms; focusing on critical sectors within a
country; combining non-project assistance! with project assistance to
promote sector development; considering the social and environmental
effects of development; integrating bra with U.S. food aid; and working
cooperatively with host governments, bilateral and multilateral donors,
and nongovernmental organizations involved in development assistance.
We found that AID has incorporated these policy objectives into its
Action Plan and other guidance for DFA. At the three missions we visited,
we found that DFA's initial implementation was consistent with congres-
sional guidance.

We found that AID has concentrated DFA resources in countries that have
adopted policy reforms to support economic growth. To allocate DFA
resources, AID in consultation with the Department of State places each
African country into one of three categories. (See table 3.1.)

Table 3.1: AiD’s Categorization of
African Countries for Purposes of

Distributing DFA Funds (Fiscal Year 1930)

... |
Category Criterla Countriss in category*

| Countries with a demonstrated Botswana, Burundi, Camaroon,
commitment to sound and/or Chad, Gambia, Ghana, Guinea,
improved economic policias, good Guinea-Bissau, Kenya, Lasotho,
potential for economic development, Madagascar, Malawi, Mali,
and the capability for managing Mozambique, Niger, Rwanda.
serious debt or foreign change Senegal, Swaziland, Tanzania, Togo,
problems. Uganda, Zaire, and Zambia.

] Countrigs in which the United States Benin, Burkina Faso, Cape Verda,
has limited development interests, Central African Republic, Comoros,
and DFA raesources are minimal. Congo, Cote d'ivoire, Equatorial

Guinea, Mauritania. Mauritius,
Namibia, Nigena, Sac Toms/
Principe, Sierra Leone, and
Zimbabwe.

i Rérhéwir_unAgAcoumries receiving no Angola, Djibouti, Ethiopia, Gabon,
DFA bilateral assistance. Libaria, South Africa, and Sudan

#Of the Alrican countrigs. AlD categorized only 45. In addition. two African countries (Angola and Gabon)
do not recewve DFA funds
Source: AID Project Budget Data System and AlD's annual Congressional Presentations.

I'Non-project assistance (which includes cash transfers) Is provided to African governments vn the
condition that they undertake agreed upon policy reforma to promote economic development. Gener-
ally, such reforms are intended to stimulate potential for long-term growth by reducing the public
sector's role and increasing private sector activitles.
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In its fiscal year 1990 budget presentation to the Congress, AlD's stated
goal was to concentrate 80 percent of DFA funds in 20 African countries
with high potential for economic growth. While the number of targeted
countries has increased from 20 to £3, our analysis shows that AID has
concentrated DFA resources in category I countries.

As shown in table 3.2, category I countries recelved from 67 to 70 per-
cent of U.3. development assistance funds for individual African coun-
tries during the 3 fiscal years preceding pra (1986, 1986, and 1987). In
contrast, during the first 3 fiscal years of pra (1988, 1989, and 1990),
these same countries received from 79 to 86 percent of DFA's funds to
individual countries.

Table 3.2: U.S. Bilateral Development
Assistancs Funding for Africa and
Category | Countries

Dollars in millions

Category | as

percentage of
Flacal year* Africa total® Category i total Africa’s total
1985 $273.0 $183.1 67
1986 2883 2010 70
1987 2574 1718 67
1988 4085 333.2 2
1989 4006 3178 79
1990° 3822 3318 86

SEstimatas.

Thesge tigures reflect developient assistance or DFA funds distributed only on an individuat country
basis and dn not include amounts used to fund ragional programs, such as the Southarn Alrica Reglonal
Program, nor do they include economic support funds and food aid.

Source: AlD's annual Congressional Praaentations.

In some African countries, the shift in U.S. development assistance
funds has been dramatic, and the shift can be directly related to AID's
efforts to concentrate DFA funds. With the advent of pra, AID determined
that the Liberian government had an “inadequate economic policy
framework and lack of political will"” (even before the civil war of 1990)
and the agency designated Liberia as a category 1II country receiving no
DFA funds in fiscal year 1980. In contrast, Uganda was included in cate-
gory I because, according to AID, the Government of Uganda has under-
taken a series of reform measures to stabilize its economy. As a result,
U.S. development assistance funds to Uganda have risen from an
average of less than $9 million annually before pra (fiscal years 1985-
1087) to an average of over $26 million annually in the first 3 fiscal
years of DFA (1988, 1089, and 1830).
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AID's DFA approach for a targeted country is to identify problems of
highest priority and then to concentrate resources in the applicable sec-
tors of that country’s economy. By selectively concentrating DFaA
resources, AID expects that fewer, but larger and more effective, projects
will be undertaken.

In fiscal year 1987, AID had 308 projects underway in Africa, whereas
by fiscal year 1990 the number of projects in Africa had decreased to
263. (See table 3.3.) Table 3.3 also shows that the number of AID projects
in Africa increased during the first 2 figcal years (1988 and 1989) of
DFA. Accarding to AID officials, these increases occurred because mis-
sions began implementing DFA projects while continuing to complete
ongoing pre-DFA projects. Table 3.3 further shows that the average
funding level per project has increased annually since fiscal year 1987.

Table 3.3: J.5. Development Assistance
Projects and Average Funding Lavel Per
Project In Africa

... |
Oollars in millions

Number of Average funding
Fiscal year projects*® lavel per project
1985 303 $58
1986 31 6.0
1987 308 6.1
1988 323 84
1989 342 8.5
1990 263 91

3The annual numbers include all projects that were ongoing at any time during the respective fiscal
year.

Sourca: AID Project Budget Data Systern and AlD's annual Congressional Presantations.

At the missions we visited in Africa, we found that DFA resources were
being concentrated in specific sectors and projects AiD officials 1 >gard as
key. Recently completed country development strategies ‘= Kenya and
Malawi are now focused more on specific sectors. For example, in Kenya
the concentration is on agriculture, family planning, and the private
sector, whereas in Malawi, the concentration is on agriculture, off-farm
employment, family planning, child survival, and health care. The mis-
sion in Senegal had not completed a new country development strategy
at the time of our visit; however, officials there told us that the strategy
document would be more focused and may even be limited to one
sector—family planning. While these missions had not changed the sec-
tors they were emphasizing, AID officials in all three countries empha-
sized that reducing the number of projects will enable missions to
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Combining Non-
Project and Project
Assistance

improve project design, management, and evaluation and to have a posi-
tive impact on African development.

To enhance the policy framework necessary for economic development,
the World Bank and other major donors have long encouraged African
governments to reduce regulatory constraints, promote freer markets,
and undertake various other policy reforms. With enactment of DFA, the
Congress specifically directed AID to promote policy reforms to restruc-
ture African economies at the sector level. The legislation intended that
DFA include indirect interventions (i.e., non-project assistance to support
policy reforms) in combination with direct interventions (i.e., project
assistance). The Congress has directed AID to use a combination of non-
project and project assistance and it intended that AID use up to 30 per-
cent of DFA funds for non-project assistance.?

AID's July 1988 DFa policy guidance sets forth the strat2gy for planning
and implementing non-project and project assistance. This strategy is to
integrate non-project and project assistance to complement each other.
In April 1990, AID’s African Bureau circulated a discussion paper to mis-
sions addressing ways to implement, monitor, and evaluate non-project
assistance.

We found that AID missions we visited have been combining sector-level
non-project assistance with project assistance, and AiD officials told us
that combining non-project assistance with project assistance has been
beneficial to their programs. The officials said that although AD’s use of
non-project assistance predates the 1987 legislation, bra has further
enabled missions to use non-project assistance to encourage host govern-
ments to undertake policy reforms.

At each of the three missions we visited, we found programs that com-
bined non-project and project assistance. For example, AiD’s Kenya
Health Care Financing Program combined non-project and project assis-
tance in an attempt to improve health care financing. The non-project
assistance (in the form of cash transfers) will provide budgetary sup-
port to Kenya's Ministry of Health and, in return, the Government of
Kenya will establish hospital user fees and reform insurance industry
policies. As part of this program, Alb is providing project assistance in

“The Congress Intended 20-percent usage without. congressional consultation and an additional
10 percent with congressional consultation.
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Addressing Social and
Environmental Effects
of Development

the form of technical assistance and training for implementing, moni-
toring, and evaluating the reform program.

In Mnlawi, AID's Enterprise Development Program is designed to increase
incomes and employment in the private sector. Non-project assistance
(cash transfers) wiii provide budget support to quasi-governmental pro-
grams that encourage private enterprise. In return, the Government of
Malawi will liberalize its trade policies and reform its exchange rate
management. The project assistance is helping Malawian businesses
improve their operations by sponsoring a series of workshops conducted
by technical experts in production and management.

AID’s Banking Sector Reform Program in Senegal, designed to improve
the management and efficiency of the banking sector, has also combined
non-project and project assistance. AID has been providing non-project
assistance (cash transfers) as budget support to Senegal. These funds
will be used to repay government debts to Senegalese banks to improve
the ability ot the banking system to extend credit to farmers, commer-
cial traders, and entrepreneurs. In return, the Government of Senegal
has agreed to reduce its involvement in the banking sector by becoming
a minority shareholder in key banks. The program’s project assistance
component will provide technical support in the areas of debt recovery,
bank management, and bank privatization.

DFA legislation intends that AID should consider the potential short-term
adverse social effects of policy reforms and that bilateral assistance
should seek to improve women's status by encouraging and promoting
their participation in the national economies. DFA legislation also empha-
sized the importance of maintaining and restoring natural resources in
ways that increase agricultural productivity, and provided that 10 per-
cent of DFA funds should be used for maintaining the natural resources
base.

Social Impacts of Policy
Reforms

AID and many other donors in Africa are attempting to address the social
impacts of policy reforms. In July 1988, Ab provided guidance to its
missions in Africa stating that all proposals for non-project assistance
must include an assessment of social costs and benefits and must iden-
tify adversely affected groups. If adverse effects are anticipated, the
missions were required to address such problems. Also, AID’s Africa con-
ference for mission directors, held in December 1988, included presenta-
tions on the impact of policy reforms on poverty and the role of women
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in development. In additlon, AID contracted with Cornell University to
study the effects of African policy reforms on the poor. One Cornell
analysis® concluded that a large number of households will not benefit in
the short-term from policy reforms. Thus, AID must continue to be con-
cerned that its country programs are linked to poverty alleviation.

At the missions in Malawi and Senegal, we found that AID was specifi-
cally targeting assistance to groups who might be adversely affected by
policy reforms. In Malawi, for example, AID is implementing the Enter-
prise Development Program to increase off-farm employment opportuni-
ties in the private sector to reduce unemployment resulting from
agricultural policy reforms. The program is aimed at developing smal}-
and medium-scale enterprises that will employ people in rural areas.
Similarly, in Senegal, AID has a project to improve the standard of living
for poor people affected by the government’s ongoing policy reform pro-
gram. These policy reforms include budget austerity measures that may
reduce government services, such as primary health care and literacy
training to poor rural farmers. To mitigate the effect of this reform
effort, AID i supporting nongovernmental organizations that will pro-
vide similar services for the affected people. The mission in Senegal is
also expanding or accelerating several ongoing projects to increase
employment for the poor by providing credit to small businesses in a
poor urban area of Dakar.

Focus on Women in
Development

We found that An's Africa Bureau and each of the three AID missions
had programs planned specifically to help women. For instance, the
Africa Bureau has planned a $750,000 regional project to increase the
participation of African women in social and economic development
activities. In Kenya, $1.6 million (or 40 percent) of AID's annual funding
for training is planned for training women and, thus, increase their
employment opportunities. The Aip missions in Malawi and Senegal had
similar efforts planned to improve the opportunities for women in the
development process.

3Cormell University Food and Nutrition Policy Program, David E. Sahn, Fiscal and Exchange Rate
Reforms In Africa: Consldering the Impact on the Poor, March 1880.

*Both the Malaw! and Senegal efforts were parts of larger projects valued at 818 milli n and
$16 million, respectively. Assistance to women was a ptime objective of both projects, uut the funding
levels specifically for women had not been determined at the time of our visits to these missions.
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Protecting Natural
Resources

Integrating Food Aid
With DFA

In March 1880, Ap issued a natural resources management plan calling
for concentrated efforts in selected countries and designating specific
countries as high or medium priority for natural resource management.
AID also urged its missions in Africa to develop programs reflecting the
integral role of natural resources management.

In Kenya and Senegal, efforts were underway by AID to directly address
natural resources or environmental problems. In fiscal year 1891, the
Kenya mission will begin funding a project to help the Kenya Wildlife
Service. Wildlife is an important natural resource in Kenya and also gen-
erates significant tourist revenues. AID funds will be used to train and
provide technical support to improve the management of the Kenya
Wildlife Service. In Senegal, where water is an important natural
resource, AID is implementing the Southern Zone Water Management
Project to recover productive farmland lost as a result of drought. The
project includes the construction of a series of dikes to prevent salt
water from overtaking productive farmlands. As part of the project, AID
will organize and train local farmers to operate and maintain environ-
mentally sound irrigation systems.

At the time of our visit, the AID mission in Malawi had not implemented
any environmental or natural resource projects. However, mission offi-
cials told us that rapid population growth is the root cause of deforesta-
tion in Malawi and that AID indirectly supports natural resource
management in Malawi by funding numerous family planning projects.

In addition to DFA, the United States provides food aid to African coun-
tries to combat hunger and malnutrition and encourage economic devel-
opment. AID has encouraged its missions in Africa to integrate food aid
and agricultural development assistance efforts to increase the potential
impact of both programs. For example, the December 1888 conference
for African mission directors included a presentation on how to inte-
grate food aid into overall development assistance strategies, and the
DFA Action Plan emphasized integrating different U.S. programs to
achleve sustainable, broad-based, market-oriented economic growth. AID
subsequently issued guidance for missions to follow in determining how
to achieve maximum developmental impact from the use of local curren-
cies generated by food aid. The guidance was intended to provide mis-
sions a framework for addressing the overall impact of these local
currencies on the economy and their specific impact on monetary and
fiscal policy.
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Working With Host
Governments, Other
Donors, and
Nongovernmental
Organizations

In Kenya and Senegal, we found that AID missions were integrating food
aid programs with DFA agricultural assistance.® In Kenya, government
controls over shipments of maize and beans, and the poor road condi-
tions that exist, have created an inefficient marketing system. To cor-
rect this situation, AlD has combined pra funds and food aid to support
the government's removal of controls over the movement of maize and
beans and increase public dissemination of price information. The food
aid will assure that the government will repair and maintain roads to
markets, resulting in faster movement of goods and less vehicle
maintenance.

In Senegal, local currency generated from the sale of U.S. food aid is
used to promote the consumption of local cereals through studies and
consultant services related to the agricultural sector. This measure is
consistent with AID’s country development strategy for Senegal, which
includes programs designed to improve agricultural output.

Under the DrA legislation, U.S. bilateral assistance is to be coordinated
with host governments to support and enhance indigenous development
capabilities. It also encourages AID to coordinate closely with other
donors to increase the impact of development assistance and to coop-
erate with nongovernmental organizations to plan and carry out devel-
opment assistance activities. AID has issued guidance to implement these
legislative directives.

Coordinating DFA
Programs With Host
Governments

At the three missions we visited, AID was coordinating with the host gov-
ernments. Mission officials stated that coordination with host govern-
ments has been a long-standing AID policy. However, they added that
coordination of DFA programs has facilitate achieving a measurable
impact by ensuring that AID and host government plans were consistent.
Both AID and host government officials in all three countries stated that
coordination was generally good.

In Kenya, AID officials were meeting weekly with officials from the Min-
istry of Foreign Affairs. These host nation officials told us that the
meetings were very beneficial. AlD staff were also interacting on a daily
basis with Kenyan officials in other ministries. We aiso found that aip

5In the third country we visited, Malawi, the only U8, food aid belng provided was emergency food
ald for Mozambican refugees. Thus, there was no sale of food ald and no opportusnity for AlD to
integrate local curvency with DIFA.
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officials had reviewed the Government of Kenya's development plans to
ensure compat’bility with the mission’s country development strategy.
A comparison of these documents indicated that they were generally
compatible. For example, Kenya's plans include liberalizing grain mar-
kets and facilitating the transport of agricultural products. Consistent
with these government plans, AID provides funding to disseminate infor-
mation about grain prices and transportation regulations and to repair
and maintain roads to facilitate the movement of grains,

AID mission and Malawi government officlals also said that overall coor-
dination there was generally good. Malawian officials commented very
favorably about open discussions they had with AID. As in Kenya, we
compared the Government of Malawi's and AID's development plans and
found them to be generally consistent. For example, host government
goals include decreasing infant and child morbidity and mortality. Con-
sistent with this goal, AID funded a child survival project to provide
clean water to communities and to improve the health care skills of
Malawians. AD officlals also involved Malawi government officials in
drafting the mission’s current country development strategy.

In Senegal, AID and host government officials said that the general level
of coordination was good, and AID mission officials had considered host
government plans in selecting projects to fund. For example, the host
government began to privatize the banking sector in 1988 as part of its
policy reform program. Compatible with this reform program, AID has
provided technical support and cash transfers to assist the host govern-
ment in its restructuring of the entire banking sector.

Although AID and host government coordination reportedly was good
overall in the three countries we visited, programs were not totally free
of friction. In both Malawi and Senegal, for example, high-level govern-
ment officials told us that Alp, at times, had circumvented their offices
and reached informal project agreements with lower-level ministries.
Host government officials in both countries told us that this situation
has led to some confusion. According to AID officlals, the problem was
due to a lack of communication within the respective host governments’
agencies. AID officials in both countries were attempting to correct these
situations.

AID Missions Are Working
With Other Donors

The United States is but one of many donors that provide development
assistance to Africa. For about half the region’s countries (including the
three countries we visited), the World Bank formally coordinates the
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activities of major donors (including AID) by sponsoring periodic,
country-specific meetings (or “‘consuitative groups™). In addition, during
our review in Kenya, Malawi, and Senegal, officials of donor organiza-
tions, including AID, met informally to discuss individual sectors of the
respective host country’s economy. AID missions took an active role in
such meetings, For example, the AID mission director in Kenya chaired
meetings of donors to discuss health and population issues, and the
Malawi mission director chaired meetings to discuss agricultural issues.

AID Missions Are Working
With Nongovernmental
Organizations

AID and many bilateral and multilateral donors in Africa have increased
their reliance on nongovernmental organizations, and the three AID mis-
sions we visited were implementing projects that emphasize the use of
such organizations. In Kenya, where there are at least 400 nongovern-
mental organizations, AID {s funding a project designed to increase their
effectiveness by helping them to plan and manage development efforts.
Many nongovernmental organizations, in turn, have a goal of increasing
their development impact by training Kenyans to develop business and
management skills.

Although there are only 26 nongovernmental organizations in Malawi,
donors meet regularly to identify ways to increase their involvement.
The AID mission is supporting the work of the nongovernmental organi-
zations in a variety of areas—agriculture, natural resources, small- and
medium-size enterprises, heaith care, and family planning.

In Senegal, where there are over 120 nongovernmental organizations,
the AID mission is supporting the Government of Senegal’s efforts to
work with these organizations. AID has funded a number of nongovern-
mental organizations involved in helping the Senegalese people improve
literacy, agricultural productivity, and access to primary health care.

In general, nongovernmental organization officlals in Kenya, Malawi,
and Senegal were satisfied with the level of coordination they had with
AID and with AID placing a stronger emphasis on working with nongov-
ernmental organizations in development assistance.

Conclusions

The Congress emphasized certain policies when it enacted bra, and AID’s
Africa Bureau has directed its missions to implement these polictes. The
three African missions we visited were generally beginning to implement
these policles as directed.
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Restrictive
Procurement Source
Rules

DFA gave AID some added administrative flexibility to improve the
delivery of U.S. bilateral development assistance to Africa. To improve
the timeliness and appropriateness of procurements funded under DFA,
such procurements are exempt from "‘buy American” rules. However,
the DFA procurement exemption has had no significant effect because
AID's guidance to missions in Africa essentially requires them to con-
tinue to follow the "buy American” rules.

The decision not to use functional accounts—funds for specific areas,
such as agricuiture or health-—was another flexibility offered by DFA.
This flexibility has facilitated needs-based planning, promoted cross-
sectoral projects, and reduced incentives for AID missions in Africa to
keep funds in marginal projects.

Procurement is an important part of implementing development
projects. Problems in acquiring goods and services can lead to delays
and increased costs for projects. According to AID, one problem that
caused time-consuming delays was that procurement rules favored U.S.
sources—even {f American manufacturers had no established markets
or service networks in Africa.! This problem was described in an Office
of Technology Assesament report on AID programs in the Sahel region of
Africa.

Congressionally mandated AlID requirements to use American equipment have
proven ineffective in stimulating new markets for U.3. goods, a major objective of
such measures. Meanwhile, they have complicated and even hindered project opera-
tions. Delivery time of U.S. equipment has been long and inoperative U.8. vehicles,
pumps, and other equipment litter the Sahel for want of spare parts, maintenance
skills, or operating funds. Medicines used in important AID village-level primary
health care programs often come with doses written in English. In addition, these
‘buy American’ requirements have led to the use of inappropriate capital-intensive
technologies ... increases |in] the administrative burden on the Sahelian institutions
... |and} have greatly Increased the total cost of aid...

The Congress, in passing the pra legislation, intended to provide A
more flexibility in the procurement of goods and services. The legisla-
tion freed AID from “buy American” rules by exempting DFA procure-
ment from section 604(a) of the Foreign Assistance Act, which generally

"Exemption from U.S. procurement sources was possible, but only after 8 time-consuming waiver
process.

20Office of Technology Asseasment, Continuing the Commitment: Agricultural Development in the
Sahel (Aug. 1088, p. 106).
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restricts procurement to the United States. The legislation suggested
that program objectives be considered in making procurement decisions.
The Conference Report (H. Rept. 100-498 at 817 to 819) noted that in
light of the flexibility provided, Alp’s annual report to the Congress
should address “the steps taken to procure AlpD-financial commodities
from the United States to the extent consistent with program objec-
tives.” AID took this, and other admonitions from the Congress, to mean
that it should maximize U.S. procurement whenever practicable and
that the share of procurements from U.S. sources should remain rela-
tively the same as before pFA legislation was enacted.

In April 1988, AID’s Africa Bureau issued implementing instructions to
the missions on the special DFA procurement policy. The instructions
transferred virtually all DFA procurement authority to the missions,
including the authority to procure commodities and services from any
area or country in the ‘‘Free World” without processing a waiver. The
instruction stated, however, that missions were to “‘use such authority
sparingly,” and that “significant decreases in overall U.S. source com-
modity or technical assistance purchases are not intended or expected.”
Missions were instructed to develop their DFA procurement plans to
*assure a high level of U.S. source procurement.” In July 1888, AIp
issued more specific guidance on DFA procurements as a supplement to
its handbook on procurement policy (Handbook 1). This supplement
confirmed that the authorization to procure from sources other than the
United States should be used sparingly.

Officials at each of the three missions we visited told us that AID's pro-
curement guidance is very restrictive, and in their opinion, does not pro-
vide the flexibility intended by DFA. These officials told us that the
guidance essentially sald that procurement should proceed as before
DFA, without any significant changes in sources. Consequently, missions
are reluctant to deviate from past procurement practices.

As a result, mission officials continued to cite procurement problems
due to U.S. source requirements. For example, mission officials in
Malawi stated that an AID rail transportation project suffered significant
delays because they had to assure that railroad locomotive components
were not available in the United States. This, and examples we found at
other missions, indicate that the problems cited by the Office of Tech-
nology Assessment continue at many locations.

Some AID headquarter and field officials noted that some modest
improvements have resulted from the DFA procurement rules; for
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example, individual procurement waivers have been eliminated. These
officials explained that missions can now complete a narrative explana-
tion justifying sources and origin issucs as part of their overall procure-
ment plan for an entire project rather than processing individual
waivers for each procurement action. However, they said that the time
saved by streamlining the walver process was offset by the time
required to meet a new requirement that AiD report on steps taken to
procure from the United States to the extent. consistent with program
objectives. Furthcrmore, some mission officials sald processing the
walvers had never been that onerous or time consuming, but that the
requirement to procure in the United States was what had caused pro-
ject delays. These officlals pointed out that this requirement remains
essentially unchanged.

Since 1974 the Congress has established specific amounts within the
development assistance appropriation account that must be used for
particular functions, such as (1) agriculture, rural development, and
nutrition; {2) population; (3) health; (4) education and human resource
development; (5) child survival; and (6) energy, environment, and pri-
vate sector initiatives. This process has been called functional account
earmarking. Those who oppose such earmarking argue that it can result
in priorities being shaped by fund avallability in specific accounts
rather than by development needs and that it limits flexibility to
respond to changing circumstances.

When the Congress created DFA, it decided not to use functional accounts
to provide AID more flexibility. DFa allows funds to be used to carry out
any development assistance activity in Africa consistent with the For-
eign Assistance Act.?

AID headquarters and field officials stated that the absence of functional
accounts for Africa has improved the agency's ability to plan assistance
based on a country's specific development needs, undistorted by func-
tional account funding levels. According to these officials, bra has given
them increased latitude to analyze a country’s problems and devise an

IWhile DFA fs not subject to the usual functional accounts, DFA does specify three spending
“targety.” AlD should target the equivalent of 30 percent of DFA Junds— 10 percent cuch for

(1) renewable natural resources, which increase agricultural production, {2) health activities, and
(3) voluntary family planning. In fiscal year 1880, the Congress added a spending target for
education.
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appropriate country development strategy, which considers host gov-
ernment's policies, other donor activities, and AID's track record in spe-
cific types of activities and projects. They also stated that the absence of
functional accounts has facilitated Aip participation in cross-sectoral
projects; that is, projects that encompass efforts in more than one func-
tional area, such as family planning, health, and education,

Each AIp mission we visited in Africa had cross-sectoral projects
underway that were expedited by DFa. For example, in Kenya, AID was
undertaking a cross-sectoral project to increase the effectiveness of non-
governmental organizations. The project will include grants to nongov-
ernmental organizations for a broad range of development activities,
such as in the areas of agriculture and private enterprise. Mission staff
told us that this type of cross-sectoral project would not have been
undertaken without DFA's administrative flexibility.

In Malawi, DFA has improved cross-sectoral planning in the area of
human resource development, which involves all sectors of the
economy. Mission officials told us that Malawi needs a better trained
labor force in every economic sector. To satisfy this need, the mission
has implemented a DFA-funded project to strengthen Malawi's postsecon-
dary and vocational training capabilities to supply the private and
public sectors with skilled workers in such areas as accounting, eco-
nomics, agriculture, engineering, health, nutrition, family planning, and
computer science. AID officials told us that the mission had tried to
implement this cross-sectoral project before DFa, but it had been con-
strained by insufficient funds in the mission’s functional account for
education.

AID’s Southern Zone Water Project in Senegal is also an example of a
cross-sectoral project assisted by pra. This project has an _gricultural
component (developing irrigation systems), an education component
(training villagers to maintz - the irrigation systems), a natural resource
component (reclaiming ararie lands), and a private sector component
(using private firms to construct irrigation canals). Mission officlals said
that, without DFA, several functional accounts would have been needed
to pursue this project, with the risk of jeopardizing the entire project if
any one account encountered funding problems.

According to AID officials, before DFA, project funding was very inflex-

ible. They stated, for example, that missions had to spend funds in a
speclfic functional account, such as education, or lose the funds if they
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were unable to receive timely reprogramming approval. As circum-
stances changed, they were not able to readily move funds from one
functional account to another. These officials also stated that the inflex-
ibility of functional accounts sometimes resulted in poor projects. For
example, after a mission obligated funds to a project (in a specific fune-
tional account), the situation in the host country could change and com-
promise that project. The missjon, unable to shift the funds te another
functional account, may have decided to leave the funds in the compro-
mised project rather than lose the funds altogether.

The absence of functional accounts under pra facilitates the agency’s
ability to shift funds more quickly from marginal projects to programs
and activities that are working. For example, the mission director in
Kenya cited a family planning project that required immediate funding
early in fiscal year 1990. To meet this urgent requirement, the mission
postponed a human resources development project and shifted the funds
to the family planning project. Mission officials stated that DFa's flexi-
bility made it easy to move funds between the different projects.

AID mission officials in Senegal cited two examples of agricultural
projects that were initially programmed to start in fiscal year 1990, but
were terminated or postponed in mid-year. One project was terminated
when the host government agency began experiencing significant orga-
nizational and financial problems, and another project was postponed by
1 year due to continued negotiations among AID, the host government,
and other donors regarding Senegal's agricultural development, strategy.
With DFA, the mission was able to shift $8.56 million from the agricultural
projects to four projects in other scctors that needed additional funding.
Mission officials stated that, before DFA, they may have been tempted to
obligate the funds for the agricultural projects rather than risk losing
the $8.56 million.

In Malawi, AID mission officlals shifted $2 million from a joint venture
health care project after the other participant unexpectedly withdrew
support. The funds were originally obligated in fiscal year 1989 for the
joint venture project, but were shifted to another project in fiscal year
1980. According to AID officials, Dra's flexibility allowed the mission to
make a timely adjustment by shifting the funds to another ongoing pro-
ject, rather than keeping the funds in a potentially troubled project,
which they said would have been the case under the pre-pra system of
functional accounts.
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The assistant administrator for AID's Program and Policy Coordination
Bureau, at the time DFA was created, told us that the absence of func-
tional accounts allowed the Africa Bureau to focus on program resuits.
Before pra, the Africa Bureau's focus was on program inputs, in the
form of functional accounts, rather than on maximizing results by
applying resources most efficiently in each country.

Conclusions

A officials associated with DFA believed that the exemption from *‘buy
American” procurement source rules had not led to major improvements
in project management by missions in Africa. The exemption was not
effective because AID's guidance does not permit the missions to take full
advantage of the flexibility offered by the Congress. The Congress pro-
vided this flexibility because it believed missions had been hampered in
the achievement of program objectives by the requirement that they
generally make all procurement from U.S. sources. Nonetheless, AID’s
DFA guidance continued to instruct its missions to use this new authority
sparingly and to continue to maximize U.S. sources. As a result, missions
have been reluctant to take acvantage of DFA's intended procurement
flexibility.

The absence of functional accounts has improved needs-based planning
by AID missions in Africa. As part of this improved planning, missions
can more easily pursue cross-sectoral projects that address a variety of
development needs. In addition, the absence of functional accounts has
added flexibility for programming funds as needed. DFA also encourages
ruissions to de-obligate funds in marginal projects.

Recommendations

We recommend that the Administrator of AID direct the Africa Bureau to
evaluate DFA procurements to date to determine whether AID’s “‘buy
American” guldance was indeed too restrictive. If this evaluation shows
that the timeliness or appropriateness of procurement actions has not
improved, we also recommend that the Administrator of AID revise the
DFA procurement guidance to take greater advantage of the flexibility
the Congress provided.
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DFA history clearly shows that the Congress expects AID to implement
DFA in a manner that will have a measurable impact on Africa’s eco-
nomic develonment. To measure the impact of DFA, AID's Africa Bureau
has provided its missions guidance for monitoring, evaluating, and
reporting on their progress in meeting objectives. We found that AID can
improve this guidance by developing appropriate approaches and tech-
niques for missions to use in analyzing relevant baseline and monitoring
data, including a focus on evaluating sustainability, that is, the benefits
of DFA programs will continue in the long run. We recognize that mea-
suring impact and attributing it to bFa will be less than absolute because
economic development is a long-term process influenced by many fac-
tors, but an improved evaluation methodology would result in a better
evaluation outcome.

AID’s usual method of evaluating programs was to measure program
output rather than impact, but under DFA, AID is shifting the emphasis of
its program evaluation from program output (e.g., number of children
vaccinated) to program impact (e.g., improved child survival rate).

The DFA Action Plan, itemized 4 strategic objectives, 12 targets, and 72
benchmarks for assessing impact. (See app. 1.) Under this plan, progress
toward the objective of improving food security, for example, will be
assessed, in part, in terms of increased agricultura! production, using
such benchmarks as agricultural output, diversity o crops produced,
the level of chronic malnutrition, and other indicators. According to
Africa Bureau officials, establishing objectives, targets, and benchmarks
strengthens the agency’s monitoring, evaluating, and reporting capabili-
ties. Bureau officials told us that individual missions in Africa will track
only those particular objectives, targets, and benchmarks that are rele-
vant to their respective country development strategies.

In addition to the pFa Action Plan, the Bureau has issued other guidance
to improve evaluation of DFA's impact. AID missions have been directed
to revise their strategic planning processes to increase the emphasis on
impact. The Bureau has also introduced new requirements (to be
addressed in country strategies) for missions to follow in planning and
tracking the progress of DFA programs and projects. According to Bureau
officials, these new requirements will streamline country program
design and management by combining the missions’ analytical and oper-
ational planning functions. In addition, the Bureau has directed missions
to use a new planning tool, the “objective tree,” to encourage mission
planners to think through, in a step-by-step manner, the ways in which
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a program will have an impact on development.! The Bureau has also
directed AID missions in Africa to assess, and report annually on, the
impact of their programs and projects. As part of this assessment, mis-
sions must re-examine program objectives, review the contributions of
their programs and projects and, if necessary, modify them.

During our visits to Kenya, Malawi, and Senegal, we found that the AID
missions were starting to implement DFA guidance on evaluating impact.
AID officials in all three countries told us that implementing fewer, but
better targeted projects will improve the impact of their prugrams. The
officials stated that the Africa Bureau's nra guidance helped to set real-
istic and definable objectives in areas where they can have a measurable
impact.

Although Africa Bureau guidance provides a framework for evaluating
the impact of DFA programs and projects, the guidance could be
improved. In particular, the guidance does not describe appropriate
techniques and approaches for missions to use in analyzing relevant
baseline and monitoring d=ta. Also, AID guidance to African missions
does not sufficiently discuss the sustainability DFA impacts in the long
run. AID officials have acknowledged that DFa evaluation guidance needs
further development.

Guidance Should Describe
How to Measure and
Analyze Impact

The Africa Burcau's guidance on evaluating impact, with its identifica-
tion of objectives, targets, and benchmarks, directs missions to collect
baseline data on conditions that DFA programs and projects will try to
improve. We found that missions were in the process of identifying and
g. .tering baseline data to evaluate Dra programs and projects. For
example, at the time of our visits, the AID missions in Kenya and Malawi
had recently completed new country strategies that identified the types
of baseline and monitoring data to be collected. However, officials at
these missions were still in the process of determining the types of anal-
yses relevant for measuring impact because the Africa Bureau's guid-
ance had not addressed this issue.

Africa Bureau officials acknowledged that DFA guidance to missions for
measuring impact should be improved by describing issues to consider
and approaches and techniques to analyze impact. For example, if an AlD
mission initiated child survival programs in 1988, simply comparing the

!See appendix 11 for a discusslon and an examiple of an ohjective tree.

Page 38 GAO/NSIAD-91-127 Development Fund for Africa



Chapter 8 ,
AID Can Improve Efforts to Measure the
Impact of DFA

rate of infant mortality in 1988 and 1989 would not demonstrate
impact. To demonstrate impact, some *‘controls”—or methods of
showing that other factors were unlikely to cause the impact—would
have to be introduced to the evaluation. As AID officials pointed out,
establishing “‘control” groups to evaluate the impact of such programs
may be impracticable; however, one method, for example, would be to
conduct a panel study or a survey where the AID programs were being
conducted. Either technique would provide details on how AID actions,
rather than other events, had specifically helped beneficiaries and led to
the impacts claimed. This information would provide individual mea-
sures of impact that would put the aggregate data in perspective. Other
standard methods of control that might be discussed in DFA evaluation
guidance include comparing infant mortality rates to comparison groups
that were not covered by the AID program, using shadow controls,
employing statistical controls, or applying known standards of compar-
ison tv purported impacts. In our opinion, a discussion of relevant
approaches and methods and their feasibility and costs would
strengthen DFA evaluation guidance.

Guidance Should Address
Sustainability

Many development programs and projects in Africa have had a history
of failure due to lack of sustainability when donor assistance ended. The
Congress stated in the DFA that it should promote self-sustaining devel-
opment. Therefore, DFA guidance should address the issue of sus-
tainability so that missions can evaluate the long-term benefits of DFa
activities.

We found that the Africa Bureau has issued very little guidance on eval-
uating the sustainability of DFa programs and projects. Moreover, while
AID headquarters has issued some general guidance on sustainability
applicable to the agency’s worldwide activitles, the guidance dces not
descrite how missions should evaluate sustainability. Officials from
AD's Cuier for Development Information and Evaluation in the Pro-
grain and Policy Coordination Bureau, which drafted the ageacywide
guidance, acknowledged that the guidance does not currently provide
missions specific approaches or techniques for evaluating sustainability;
however, they stated that they are planning to develop methods for
evaluating sustainability.

One strategy for developing guidance on sustainability is to work with
the Center task force that is developing relevant methods. Untll this
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methodology has been developed, the Africa Bureau could develop guid-
ance on the issues that should be addressed in evaluating program sus-
tainability. Some AID evaluations have already presented some of these
key issues. For example, according to an AID evaluation on health pro-
grams,? some factors that are critical to determining whether an activity
will survive after aiD leaves are

how the activity will be financed,

how involved beneficiaries are in the planning and management of the
activity, and

whether host country policies are supportive of the activity.

We recognize that, even with improved evaluation guidance covering
data analysis methods and the sustainability of pFa programs and
projects, AID will have a difficult time measuring the impact of pra
because economic development is a long-term process subject to many
variables. Such variables may range from the commitment of host gov-
ernments to the vagaries of weather conditions and the vicissituds=s of
prices for primary export cominodities.

There are no quick fixes for develcpment in Africa, a region whose eco-
nomic problems have proven to be as intransigent as they are pervasive.
According to the World Bank, *“Despite 26 years of development pro-
grams and projects supported by multilateral and bilateral aid institu-
tiors, two-thirds of the rural population and one-third of the urban
population of Sub-Saharan Africa remain below the absolute poverty
level."s

It should be emphasized that new policy directions for delivering eco-
nomic development assistance under DFA may require years before any
lasting results are evident. Further, even if long-term resuits are
achieved, attributing such results either singularly or directly to Dra
may be inappropriate or infeasible. Economic developmenct progress
may not be the product of any one donor, especially since one of AID's
DFA priorities is to work cooperatively with other donors in delivering
both non-project and project assistance.

“Development Assistance and Health Programs: Issues of Sustainability (AID/CDIE, AID Program
Evaluation Discusston Paper No. 23; Oct. 1987).

$World Bank, Poverty, Adjustment, and Growth in Africa (Apr. 1888, p. 19).
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techniques for missions to use in analyzing relevant baseline and moni-
toring data and (2) address issues that missions should consider in eval-
uating the sustainability of DFA programs and projects.
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techniques for missions to use in analyzing relevant baseline and moni-
toring data and {2) address issues that missions should consider in eval-
uating the sustainability of DFA programs and projects.
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AID’s Strategic Objectives, Targets, and

Benchmarks for Measuring DFA Performance

Objective 1

Improving management of African economies by redefining and
reducing the role of the public sector and increasing its efficlency

Target 1-1

Benchmarks

Improved stability in African economies: better management of debts
and better fiscal and monetary policies

a. Fiscal deficits as a share of gross domestic product
b. Inflation rates

c. Efficiency of tax systems

d. Foreign trade balances

Target 1-2

Benchmarks

Reduced government involvement in production and marketing of goods
and services

a. Number of countries with private agricultural marketing systems
b. Level of subsidies being paid to parastatals (quasi-governmental
bodies)

c. Ratio of parastatal employment to private sector employment

d. Ratlo of parastatal credit to total nongovernment credit

Target 1-3

Benchmarks

Improved equity and efficiency in providing key public services, partic-
ularly in family planning services, health, education, and transportation
infrastructure

a. Percent contraceptive prevalence rate

b. Percent of population with access to contraception

c¢. Total fertility rate

d. Percent population growth rate

e. Involvement of private sector in production and marketing of
contraceptives

f. Percent of children (12 to 23 months) who were vaccinated by age 12
months for selected diseases

g. Percent of women 156 to 49 years who have delivered a child in the
last 12 months who have received two doses of tetanus toxoid

h. Percent of infants/children (0 to 68 months) with diarrhea who were
treated with oral rehydration therapy

i. Percent of infants,/children (12 to 23 months) who have a weight-for-
age more than two standard deviations below the mean

J. Percent of infants (0 to 11 months) who are being breastfed and are
receiving other foods at an appropriate age
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k. Infant mortality rate

1. Collection and allocation of user fees

m. The share of governmental budget going to primary education

n. Enrollment levels

o. Drop out and repeater rates for primary and secondary schools (mea-
sures efficiency of basic education systems)

p. Literacy rates

q. Miles/kilometers of roads/railways rehabilitated and maintained

r. Costs of road rehabilitation over time

8. Share of the private sector in the provision of rehabilitation and main-
tenance services

t. Costs of access to services and related utilization of services

u. Price differentials acruss markets and across seasons

v. Transport costs as a percentage of total cost of production and
marketing

Objective 2

Strengchening competitive markets so as to provide a healthy environ-
ment for private sector-led growth '

Target 2-1

Benchmarks

Liberalized commodity markets

a. The number of commodity markerts in which prices are market-
determined, rather than adminajstratively set

b. The level of distortion batween border prices (based on world market
prices) and domestic prices

c¢. Transactions costs for key commodities

d. Price correlations across spuce aid time Benchmarks (continued)

e. Seasonal price fluctuaticns

f. Market volumes a.id numbers of sellers

Target 2-2

Benchmarks

Liberalized factor markets -

a. Mobilization of domestic savings

b. Lendirg patterns, interest rates, and repayment records

c. Controls on labor mobility and on hiring asd firing

d. Number of countries which have positive reul interest rates
e. Amount of credit allocated by the market ratl.er than
administratively
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Objective 3

f. Relationship between formal and informal sector wages
g. Formal sector employment

Developing the potential for long-term increases in productivity

Target 3-1
Benchmarks

Improved natural resource management

a. The number of community/individual initiatives in natural resource
management

b. Wood fuel prices

c. Area of lands and forests under management

d. Public policy revisions which provide farmers and herders incentives
for more sustainable resource management (land tenure, tree tenure,
immediate economic benefits)

e. The number of voluntary users of improved management techniques

Target 3-2
Benchmarks

Accelerated agricultural technology development and transfer

a. Budgeting and staffing of agricultural research and extension
facilities

b. Number of released technologies

c. Rate of adoption by farmers of improved seed, equipment, and other
inputs such as fertilizer

d. Farm incomes: production of cash crops, marketing of foos crops,
value of home-produced consumption

e. Crop production (total output) and productivity (wage rate/person-
day of labor; yield per hectare)

Target 3-3
Benchmarks

Expanded skills and productivity on the job

a. Numbers of people receiving short- and long-term training
b. Graduate degrees acquired

c. Work productivity of U.S. graduates on the job in their home
countries

d. Farmer training

e. Business skills development

f. Estimated impact of skills development on incomes
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Obje ctive 4 Improviag food security

Target 4-1 Reduction in year-to-year instability

Benchmarks a. The degree to which food aid flows compensate for shortfalls
(without destabilizing local markets)
b. The share of food aid in total food imports
c. Commercialization of agriculture
d. Stability of consumer price indices

Target 4-2 Increase famine prepare-ness

Benchmarks a. Capacity to project and monitor food needs at national and sub-
national levels
b. Capacity to provide emergency food on a timely basis

Target 4-3 Providing food and income to those most at risk

Benchrnarks a. Indicators of child malnutrition
b. Estimated cost of minimum diet compared to incomes, based upon
consumer price indices
c. llousehold incomes or expenditures

Target 4-4 Increased agricultural production and utilization

Benchmarks a. Agricultural production

b. Diversity of food and nonfood crops produced

c. Avallability of agricultural technologies which explicitly address
utilization considerations

d. Availability of agricultural technologies which address stability of
yield, particularly in drought conditions

e. Level of chronic malnutrition

Source: Excerpted from AID, U.S. Assistance for Africa - The Develop-
ment Fund for Africa (DFA) - An Action Plan, May 1989.
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Since the early 19708, AID has used an analytic tool called the “logical
framework” in {ts project planning process. The logical framework
assists project designers to think through how certain inputs lead to out-
puts and contribute to the objectives of the program or project. Key
components of logical frameworks are “'process indicators,” which will
help managers track actions taken during the implementation of a pro-
gram or project. Process indicatnrs are not measures of impact but,
rather, interim actions. For example, the number of health care profes-
sionals trained in maternal and child care might be a process indicator,
while the infant mortality rate might be a measure of impact. Although
process indicators are useful to AIp planners, DFA is attempting to mea-
sure impact and results, not process.

To assist. in measuring DFa impact, the Africa Bureau has begun to use
another analytic tool called the **objective tree’ to plan and design DFaA
projects and programs. (See fig. I.1.) The objective tree is intended to
complement the missions’ logical frameworks by facilitating how mis-
sion planners think through cause and effect relationships and how they
define objectives and targets. When creating the objective tree, mission
planners work in three directions. The planners work

downward (beginning at the top of the tree) and successively fill in the
lower boxes by asking how each objective can be achieved,

across each row by asking what the necessary and sufficient factors are
that will achiev » the objective in the box directly above, and

upward (to complete the analysis) from the bottom and ask why each
box is relevant and important to the box above it.

According to Africa Bureau officials, utilization of the objective tree will
result in better planned projects that will have a measurable impact on
development. The objective tree also clarifies the points at which a mis-
sion can expect to measure such impacts as well as defining how closely
mission action will be associated with such impacts.
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Figure 1i.1: Example of an Objective Tree
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