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AN ACTION PLAN FOR FY 89 - FY 91

The Development Fund for Africa

Executive Summary

The African Context; Movement toward Economic Reform

In the first half of the 1980’s, many African countries experienced
serious economic decline, Economic growth stagnated and per
capita incomes fell, often by 20 percent or more. In many cases,
economic problems were compounded by the devastation of severe
drought and war.

Africa’s people, who were already among the poorest in the world,
suffered further hardship. The poor, the very young, and the old
were particularly hard hit. The effects of economic contraction were
widely felt and, while many African governments tried to mitigate
the worst effects, they found themselves with unsustainable budget
and trade deficits ang severe limits on their capacities to respom?.

These severe financial Fressures forced African governments to

reassess the old way of doing business and to consider far-reaching

reforms of their economic systems. By 1985, a number of African

countries had begun the process of economic reform. By the end of

1988, 27 countries in sub-Saharan Africa were engaged in some form

gf structural adjustment, supported by both multilateral and bilateral
ONors.

Some recovery has been made. Modest per capita growth has now
been restored in most reforming African countries. However, the
pace of growth continues to be slow, in part because of resource
shortages. Reforming countries have been given increased foreign
aid an§ moderate debt relief, but these have not been enough to
compensate for the larﬁe losses Africa has suffered from low prices
for its exports and a halt of private investment.

A New Context for A.L.D.: The Impact of the DFA to Date

The inauguration of the Development Fund for Africa (DFA) late in
1987 presented A.L.D. with new challenges in providing development
assistance in Africa. It was Congress’s clear intent, in approving this
new initiative, that A.I.D. would no longer conduct business as usual
in Africa. Rather, A.LD. was encouraged to take advantage of the
greater flexibility of the DFA to find new ways to make U.S.
assistance to the region more coherent and etfective.

A.LD. has taken this mandate seriously. We are making a major
effort to concentrate our programs on countries with the most
growth potential, and to take a broad, systematic look at the
problems in individual countries.
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The overall goal of our Africa programs is to encourage economic
growth that is broad-based, market-oriented, and sustainable. This
oal was chosen because increased growth in African countries
themselves is the only way to meet Africa’s tremendous human
needs on a continuing basis. Improving the incomes of individual
Africans is fundamental to raising low standards of living
throughout the region; increased growth is also needed to enable
both public and private sectors to provide needed social services.

This is why A.LD. is emphasizing growth around the world — to
support the human progress that'is the heart of development. The
need for increased growth is particularly great in Africa, because of
the continent’s past stagnation and rapidly growing population.

Although the DFA is only about a year old, we can already point to
several areas of impact. First, the proportion of development
assistance allocated to the best-performing African countries has
increased. Second, we have made major improvements in
programming our assistance to address systemic problems and in
coordinating our use of different kinds of resources — food aid as
well as dollars, private resources as well as public — to support
changes. Third, we are collaborating more with other donors and
private voluntary organizations (PVOs).

Committed to Further Changes: Implications of the DFA for
A.L.D.’s Future Program in Africa

While recognizing the difficulties of demonstrating concrete results
in a short timeframe, we are committed to strengthening our
performance-based programming in the coming years. We intend to
make U.S. assistance to Africa as effective as possible by continually
focusing available resources on those issues of critical importance to
the prosperity of Africa and tracking progress in meeting
performance targets.

The first step in such a process is the development of this

Bureau-wide DFA Action Plan. This Plan links the goal of our

assistance program under the DFA — sustainable, broad-based, and

market-oriented economic growth in Africa — with a strategy for

achieving that goal. This strategy involves four key strategic

objectives:

1. improving the management of African economies by redefining

and reducing the role of the public sector and increasing its
efficiency;

2. strengthening competitive markets to provide a healthy
environment for private sector-led growth;

3.developing the potential for long-term increases in productivity
in all sectors; and
4. improving food security.

The Plan emphasizes our intention to focus our limited assistance
where it can make a difference, to address causes as well as
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symptoms of underdevelopment, and to help the countries of
sub-Saharan African deal with key problems which must be solved
on a sustainable basis if the benefits of our assistance are to be
experienced as broadly as possible. The plan stresses the importance
of the political environment as well as the economic one, the role of
the private sector as well as the public, and the short term as well as
the iong run. We are confident that the effective implementation of
this DFA Action Plan will not only heighten the impact of U.S.
assistance in Africa, but will also facilitate expansion of
opportunities for the majority of Africans to improve their
productivity and welfare over time.

Strategic Objectives, Targets, and Benchmarks: FY 89 - 91

Strategic Objective One: Improving the management of African
economies by redefining and reducing the role of the public
sector and increasing its efficiency.

African economies, by and large, are characterized by substantial
public sector involvement. For several reasons, this approach has
resulted in economic stagnation, corruption and cynicism. Good
economic manalgement centers on: (1) ensuring that fiscal, monetary,
and sectoral policies are flexible enough to adjust to and to red-ce
the cycles of boom and bust to which market economies are subject;
(2) reducing public sector involvement in areas better suited to
private investment and risk-taking; and (3) using public monies to
provide “public goods” efficiently and equitably.

To accomplish this objective, A.I.D. will work in concert with other
donors to:

» improve stability in African economies through better manage-
ment of debts and better fiscal and monetary policies;

* reduce government involvement in production and marketing of
goods and services; and

» improve equity and efficiency in providing key public goods par-
ticularly in the areas of family planning, health, education and
transportation.

Strategic Objective Two: Strengthening competitive markets to
provide a healthy environment for private sector-led growth

A country’s economic growth — and thus how weil its populaticn can
meet their needs for food, housing, education, and jobs - is
determined by the rate of growth of its resources (primarily capital)
and the efficiency with which resources are used. Where there are
incentives to invest in enterprises of low productivity or, conversely,
disincentives to invest in activities which will bring high returrs,
economic growth will suffer.

Experience has shown that, with few exceptions, open, competitive
markets provide the best incentive structure for economic growth.
Market-determined prices accurately signal supply and demand
conditions and permit both consumers and producers to better gauge
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where their interests lie. Removal of distorting price or regulatory
controls over markets in Africa should, therefore, contribute to
increasing economic growth in the region.

This leads to A.LD.’s targeting on liberalizing commodity and factor
markets.

Strategic Objective Three: Developing the potential for
long-term increases in productivity

Land and related natural resources, labor, capital, and technology
are needed for production in Africa. The most efficient productive
technique in the short term, of course, is that which results in the
greatest outg\ut per unit of ingut today. However, this is not
necessarily the most sustainable method of production. In most
economies, investments are, therefore, made to ensure the continued
availability of resources and to develop technologies which will
permit greater productivity in the future.

The sector in which long-term increases in productivity are currently
most threatened is agriculture. The mainstay of most African
economies, agricultural productivity, as measured by per capita
foodgrain production, has been declining across the continent since
the early 1960’s. Forests have literally disappeared and animal
production is increasingly constrained by the diminishing quality
and quantity of available pastureland. Attention must be paid now
to:

* the conservation of the natural resources on which such produc-
tivity depends;

* the development of new technologies which permit these re-
sources to be used more efficiently; and

* the improvement of job-related skills outside as well as in the
agricultural production sector itself.

Strategic Objective Four: Improving food security

In few African countries today do ail citizens have access, at all
times, to enough food for an active, healthy life, i.e., food security.
Globat food supJJ]y is not the problem. Countries and individua
who do not produce enough to meet their own consumption needs
("self-sufficiency”) can purchase all the food they want - if they have
adequate incomes and if they have adequate access to markets.

However, large numbers of people in Africa do not have this income
or market access, giving rise to long-term or chronic food insecurity.
In many African countries, less than half of the people are able to
obtain sufficient food from their own efforts at tarming. Most
i)eople, even farmers, must enter the market to purchase food.
nability to overcome this chronic food insecurity results in
inadequate levels of nutrition, high morbidity, and early death.

In recent years, however, food insecurity has also resulted from
short-term reversals, drought and civil disturbance. Although this
kind of food insecurity is termed “transitory,” it is likely to be a
recurring problem for the foreseeable future. The challenge for both



African governments and donors is to recognize that it is the causes
of food insecurity which must be addressed, not just the symptoms.
This perspective is hard to maintain when television screens are

filled with images of starving children.

In addition to general support for increased economic growth,
A.LD.’s efforts to improve the food security of African countries will
address four specific concerns:

» finding ways to use food aid so as to reduce interyear instability
in supply and, perhaps, prices;

* increasing the capacity of donors and African countries to antic-
ipate serious droughts and other emergencies and to provide
timely and effective assistance when emergencies occur;

+ finding ways in the short term to increase incomes through tar-
geted welfare programs to those most in need; and

s increasing agricultural production and utilization.

A.I.D.’s Management Objectives in Africa

Changing the way we do business means changing administrative
procedures as well as more clearly focussing our grogram around
priority development objectives and targets. In addition to
continuing the management innovations already launched in FY 88,
the AfricagBureau has established a Task Force to surface and debate
major modifications to streamline policy and program management
over the longer term.

In the immediate future, FYs 1989 and 1990, A.I.D. will aim to:

* use the flexibility of the DFA to the maximum extent by concen-
trating resources in programs which are performing well;

* tie routine management actions (budgeting, personnel; more
closely to DFA policy and program priorities; and

e put Al1.D.’s resources to work in collaboration with those of other
donors, both US. and African PVOs and the U.S. and interna-
tional business community, to expand their impact.



The Development Fund For Africa

An Action Plan For FY 89 - FY 91

I. The African Context: Movement
Toward Economic Reform

In the first half of the 1980's, many of
the economies of sub-Saharan Africa en-
tered a period of free fall. Real incomes
plummeted by 20 percent. Fiscal deficits
mounted, inflation raged, debt piled up,
infrastructure deteriorated, and social
service delivery flagged. The progress
that had been made during the years 1965
to 1980 was wiped out in five short years.

The economic crisis of this period was
deepened by the devastation of severe
drought and war. Nine of the 45 countries
in the region suffered from prolonged
civil wars, while eight others experienced
serious political and ethnic strife. The
1984-85 drought brought widespread .
famine to the region. Despite the massive
efforts of donors and international &
cies in providing more than three
tons of food, perhaps a million Africans
starved to death.

By 1985, a number of African govern-

ments had begun a series of 1mportanl

changes supporting economic recovery: -
The principal impetus for change was the -

severe financial pressures under which .-

they were operating. In spite of good har
vests due to better weather, declining -
prices for traditional African exports (cot-

ton, minerals, and groundnuts) mplcd B
with burgeoning debt service to fm’é

many governments to turn to the Internds -

tional Monetary Fund (IMF) and to the

donors for assistance in structural adjust-
ment.

For the first time, many African lead-
ers acknowledged the need to change old
ways of doing business — to reform their
nations’ economic systemrs. Donors ac-
cepted responsibility for providing more
effective assistance to help African gov-
ernments implement difficult reforms.
These changes reached full flower in 1988
in several countries.

Other leaders, however, found their
latitude for change constrained by the po-
litical costs of reform. Too many interest
groups benefited from cheap food, gov-
ernment wages, and the ability to use gov-
ernment positions for private gain. Some
countries, including some of high politi-
cal importance to the United States, vacil-
lated between reform and recidivism,
pushed one way by the lack of money and
another by strong interest groups. Many
of these economies have stagnated or con-
tinued on a downward spiral.

Although peace has been achieved in
Chad and seems much more likely in
southern Africa, progress in resolution of
other political conflicts has been elusive.
Many countries remain mired in wars and
uprisings which drain both human and
financial resources. Figure 1 presents
summary data on African economic per-
formance in the 1980s. While perfor-
mance for most countries has been
undistinguished, two fa:ts stand out.
First, performance for mos: variables dur-
ing the 1985-87 adjustment period has
been better than during the pre-adjust-
ment period. Second, the performance of
countries with strong reform programs
has been generally better than those
which had weak or no ref>rm programs.



This is in spite of the fact that the reform-
ers had much greater external shocks to
overcome. For example, strong reformers
saw a 4.7 percent annual drop in their
terms of trade in 1985-87 while weak per-
formers saw a 1.4 percent increase in their
terms of trade. On the other hand, strong
performers saw their development assis-
tance levels increase annually by 18.7 per-
cent, while weak performers saw their
external assistance resources decline by
4.7 percent per year.

A. Reforms

By the end of 1988, twenty-seven
countries in sub-Saharan Africa were ac-

tively enbaged in some form of macro-
economic adjustment program with IMF
and/or World Bank assistance (Figure 2).
Reforms were especially important in
three areas:

+ exchange rate management, often
dramatically reducing real ex-
change rates (e.g., Uganda, Tanza-
nia, Ghana, Gambia, and Zaire),
although inflation has remained a
major problem;

» fiscal policy, which has helped to
control deficit accumulations al-
though success has been modest at
best; and
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+ agricultural policy, particularly
with regard to market liberalization
for food crops (although several
countries have totally eliminated
government monopolies in export
markets as well).

The adjustment programs have also
generally included measures to increase
the ability of the private sector to function
efficiently and profitably.

B. Oﬁicial Development Assistance Flows

For the period 1980 to 1985, disburse-
ments of concessional assistance (ODA) in
sub-Saharan African countries averaged
$7.5 billion per year. For 1985/86, aver-
age disbursements increased to $10 bil-
lion per year, a 33 percent increase. The
OECD countries provided roughly 62 per-
cent of this assistance, the multilateral
agencies, 32 percent, and the OPEC and
the Communist countries, six percent.

Figure 3:
Total ODA Disbursements to
Sub-Saharan Africa
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In 1985/86, the U.S. share of total bi-
lateral disbursements was 18 percent, al-
though this figure was inflated by
emergency food aid (see Figure 3). In
more normal years, 1986 and 1987, the
U.S. share was approximately 13 percent,
below that of France and Italy but slightly
more than Germany.

The World Bank remains the foremost
assistance agency in sub-Saharan Africa,
lending $1.4 billion in 1986 at IDA’s con-
cessional interest rates. World Bank as-
sistance through IDA has grown at an
average rate of 21 percent per year be-
tween 1980 and 1986, and increased 60
percent in 1986 alone. In 1988, the major
bilateral donors agreed, in cooperation
with the World Bank, to provide some
$4.0 billion in fast-disbursing assistance
over three years (1988-90) to support ad-
justment in the nineteen African debt-dis-
tressed countries listed in Figure 2. The
U.S. share of this joint effort is expected to
exceed $500 million, or 12.5 percent.

C. Other External Flows

While concessional flows have in-
creased, non-concessional flows to the
poorer countries in Africa have all but
dried up. Disaster relief generated by pri-
vate sources in 1984/85, and generally ex-
pended through private voluntary
organizations (PVOs) for famine relief
and rehabilitation efforts, appear to have
diminished (although no hard data are
available). Net private direct investment
is zero or negative. In 1986 and 1987, the
IMF received a billion dollars a year more
in reflows and charges than it provided in
financing to Africa. The new facilities cre-
ated at the IMF, the Structural Adjustment
Facility (SAF) and the Enhanced Struc-
tural Adjustment Facility (ESAF) may re-
verse this trend. These facilities are
designed to provide concessional loans of
longer maturities, providing the time
needed for recovery.



D. Debt

A major problem in Africa is the drag
that debt service payments exert on eco-
nomic recovery (Figure 4). External debt
service payments have grown to between
30 and 45 percent of exports in most coun-
tries. In 1986, IDA-eligible sub-Saharan
African countries repaid creditors $4.2
billion in debt service, which represented
60 percent of the debt service due. The
1988 Toronto summit agreements, which
provide for rescheduling and expanded
access to grant or low-interest resources,
promise some relief by reducing the rate
of growth of the debt mountain in the
1990’s. However, they do little to reduce
current debt service problems. Any fur-
ther attempts to relieve the debt-servicing
burden run into budgetary and institu-
tional problems in the lending countries.
At the recent U.N. review of progress
made on the U.N. Programme of Action

Figure 4:
Debt Problem of Low Income
Sub-Saharan Africa
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for African Economic Recovery and De-
velopment (UNPAAERD), it was con-
cluded that creditors are not likely to do
much more on debt relief than they al-
ready have, at least in the present interna-
tional framework.

E. Trade

Perhaps the most intractable problem
for sub-Saharan Africa is the continued
deterioration of commodity prices. For
sub-Saharan countries as a whole, the
terms of trade in 1987 stocd at 69 percent
of the 1980 level. In other words, every
ton of cacoa or coffee or copper bought 31
percent less in terms of raw materials or
capital goods than it did in 1980. This
resulted in an estimated annual average
loss of $6.7 billion in export earnings (es-
timated at 1980 prices).

F. Resource Balance

Figure 5 provides data on the amount
of external resources available to low-in-
come sub-Saharan African countries to fi-
nance growth. These figures show that,
despite reasonably heroic efforts by do-
nors in terms of both increased assistance
and moderate debt relief, Africa’s net re-
sources have declined. This is due mainly
to continued low prices for Africa’s tradi-
tional exports and, thus, to reduced ex-
port earnings. This has reduced ability to
import and poses a serious constraint to
economic growth.

II. A New Context for A.LD.:
The Impact of the DFA to Date

The President’s approval of the Initia-
tive to End Hunger in Africa in June, 1987
and the inauguration of the Development
Fund for Africa (or DFA) later in that year
presented A.LLD. with new challenges in
providing development assistance in Af-
rica. The End Hunger Initiative linked
the alleviation of hunger in the region to
the achievement of more positive rates of



economic growth. In approving the DFA,
it was Congress’s clear intent that A.LD.
would no longer conduct business as
usual in Africa. Rather, A.LLD. was en-
couraged to take advantage of the greater
flexibility of the DFA to find new ways to
make U.S. assistance to the region more
coherent and effective.

A.LD. has taken this mandate seri-
ously. We are making a major effort to
concentrate our programs on countries
with the most growth potential, and to
take a broad, systemic look at the prob-
lems in individual countries.

The overall goal of our Africa pro-
grams is to encourage economic growth
that is broad-based, market-oriented, and
sustainable. This goal was chosen be-
_ cause increased growth in African coun-
tries themselves is the only way to meet
Africa’s tremendous human needs on a

continuing basis. Improving the incomes
of individual Africans is fundamental to
raising low standards of living through-
out the region; increased growth is also
needed to enable both public and private
sectors to provide needed social services.

This is why A.LD. is emphasizing
growth around the world — to support
the human progress that is the heart of
development. The need for increased
growth is particularly great in Africa, be-
cause of the continent’s past stagnation
and rapidly growing population. These
factors mean that Africa has to attain high
rates of growth if it is to make real prog-
ress in raising its low standards of living.

The case of Ghana is a case in point. In
recent years, Ghana has attained one of
the higher growth rates in Africa, because
it has been a leader in economic reform.
However, it started from a very low base,

‘Memo Htem: Terms of Trade Loss
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reflecting the major economic decline it
suffered before reform. As a result, at
current growth levels it will take Ghana
45 years just to reach the income level that
Thailand has today. This shows how vital
it is that growth be increased.

To support growth A.I.D. has used the
flexibility of the DFA to make a number of
changes. We have moved to concentrate
our resources on African countries that
are serious about reform. We are taking a
more systemic view of the problems of
individual countries. And we are work-
ing more collaboratively with other do-
nors and private voluntary organizations
(PVOs). Although the DFA is only about
a year old, we have aiready made tangible
progress in these and other areas.

A. Concentration of Resources Based on
Performance

Resources have been shifted away
from countries which are poor performers
toward those which have embraced re-
forms and moved their economies toward
increased growth. Liberia, Sudan, and
Zambia together will see their share of the
bilateral DFA resources decline from 15
percent in FY 87 to roughly five percent in
FY 89. Ghana, Guinea, Madagascar, Mali,
Malawi, and Uganda will receive 28 per-
cent of DFA resources in FY 90 as com-
pared to 14 percent in FY 87.

B. A Systemic Approach

Within countries, A.LLD.’s resources
are being blended with those of the recip-
ient public and private organizations to
alter the way that production, regulatory,
and even social systems function.

* In Niger, for example, government
policy on exports has inhibited
trade and limited incomes for pro-
ducers of commodities which could
be exported. Using the African Eco-
nomic Policy Reform Program

(AEPRP) approach, A.LD. has en-
couraged the government to make
the policy and regulatory changes
needed to stimulate trade and boost
agricultural earnings as producers
find buyers outside of Niger —
even though in the short run this
means a loss in public revenues
from export tariffs. In addition to
compensating for this revenue
shortfall, AEPRP resources also
support essential complementary
activities — setting up a trade pro-
motion center in Nigeria and col-
lecting and disseminating market
information in Niger to traders and
farmers. By dealing simultaneously
with policy, resource, organiza-
tional, and information constraints,
AEPRP non-project assistance has
been an effective development in-
strument in Niger.

We expect this systemic, non-project
approach to account for a greater share of
our programs in all priority countries in
Africa. It will complement rather than
replace traditional projects. Projects will
still be used where there is a need to de-
velop specific capacities over a longer pe-
riod of time. The fast-growing program
in Madagascar, for example, combines
non-project support for liberalization of
export markets, expected to increase agri-
cultural production in the relatively near
future, with selected project interventions
(agricultural research, family planning,
resource conservation) to increase
peoples’ incomes and opportunities over
the longer term.

C. Focused Management Attention

These modifications of priority and
approach have been reflected in changes
in program review procedures. A.LLD./W
is taking steps to: focus its management
attention, staff resources, and operating
expense funds in fewer countries; concen-
trate program management efforts at the



sectoral level in key countries; and reduce
its program oversight responsibilities.

All sub-Saharan countries are now
grouped into three categories:

» Category I includes those countries
with a demonstrated commitment
to sound and/or improved eco-
nomic policies, good potential for
economic growth, relatively large
populations (over seven million),
and capability for managing serious
debt or foreign exchange problems.
These countries will require sub-
stantial analytical efforts, sound
management and oversight, and at-
tention to staffing and operating ex-
pense allocations. This “top ten”
category includes: Senegal, Mali,
Guinea, Ghana, Cameroon, Zaire,
Uganda, Kenya, Malawi, and Mada-
gascar.

» Category II consists of eight coun-
tries which are small, but have dem-
onstrated a commitment to good
economic policies and/or have
good records of economic growth:
Botswana, Lesotho, and Swaziland,
Gambia, Guinea-Bissau, Burundi,
Rwanda, and Niger. Two other
countries are also included in this
category: Tanzania and Mozam-
bique. These countries are larger,
have excellent growth potential,
and are more strategically impor-
tant for the U.S., but are currently
experiencing difficulties in imple-
menting needed reforms. Asin Cat-
egory I, these countries will require
substantial analytical efforts, man-
agement and oversight, and atten-
tion to staffing and operating
expense allocations.

» Category IIl includes the remaining
22 sub-Saharan countries which re-
ceive bilateral assistance through
A.LD. Our activities in most of
these countries is limited to one or

two areas of concentration which
have high priority in-country and
promise of good performance. The
programs in some of the smaller
countries in this category will be
managed entirely by U.5. private
voluntary organizations (PVQs).

D. Collaboration with other Donors and
PV(s

Steps have also been taken to promote
closer collaboration with other donors
and private voluntary organizations
(PVOs) — to strengthen policy reform di-
alogue, support private sector initiatives,
and, in general, better focus development
assistance. U.S. cofinancing with the
World Bank is expected to exceed $500
million in the FY 88-90 period. A.LD. is
collaborating with PVOs to design and
implement food-assisted PVO projects in
child survival, basic education, natural re-
source management, and microenterprise
development. By cofinancing and collab-
orating with other organizations, we can
stretch the impact of A.I.D.’s resources.

E. More Flexible Use of A.I.D. Resources

Our collaboration with other organi-
zations has been complemented by our
efforts to achieve more integrated use of
all A.I.D. resources —DFA, ESF, P.L. 480,
and local currency. Greater use of non-
project assistance has fostered more inte-
grated use of food aid resources.
Generated local currency has also sup-
ported project activities. We have
adopted new procedures for review and
approval of food aid programs that en-
sure consistency with the DFA program.
We have incorporated debt relief needs
into programming decisions.

Furthermore, we have decentralized
our decision-making for regional pro-
grams by instituting a Mission buy-in pro-
cedure. This gives Missions more
initiative and flexibility to decide which



A.LD. Assistance to Mali

A.LD.s program in Mali provides a useful example of the growing interac-
tion of project and non-project assistance which is facilitated and encouraged
under the DFA. Already one of the world’s poorest countries, Mali reached a
crisis point economically in the late 1970’s. Since that time however, it has been
undergoing a quiet revolution, gradually turning around its economic policies.
In response, A.LD. has increased its assistance and narrowed its program focus
by better integrating non-project assistance for policy reform and project assis-
tance.

The Economic Policy Reform Program (EPRP), for instance, has made sig-
rificant progress in restructuring the government budget and instituting new
tax and commercial codes to stimulate private sector activities. On the sectoral
level, A.LD., in concert with other donors, has also been successful in providing
food aid and policy analysis in support of liberalization of the critical cereals
sector. This has included policy reform to abolish fixed prices and urban
subsidies, thus diminishing the burden of these programs on the government
budget. Directly complementing these policy improvements are a variety of
projects which help local farmers. For example, the Haute Vallee project is
privatizing the input supply system of critical commodities like fertilizer, car-
rying economic policy reform to the grassroots level. Agricultural research is
working on technologies which fit farmers’ requirements and are critical to

Mali’s long-term food security.

regional programs and projects can most
effectively complement the bilateral port-
folios.

F. Revised Procurement Procedures

Operating under less restrictive pro-
curement rules, we have already noted a
reduction in the manpower needed for
procurement management, both in the
Missions and in A.LD./W. This frees per-
sonnel to concentrate on program imple-
mentation. The rule change has also
resulted in more appropriate commodity
procurement.

G. Budgeting Changes

The flexibility to allocate resources
without sector restrictions has permitted
us to do a more efficient job of allocating
current year resources and solving devel-

opment problems. We set the 1988 budget
and began early implementation of the
program in one-third the time required in
previous years.

H. Monitoring, Evaluation, and Reporting

Improving performance is critically
related to our ability to define, measure,
and track progress. New guidance on
program monitoring and evaluation has
been issued and an impact evaluation se-
ries launched. Our initial focus is on as-
sessing the effects of rural credit on
financial markets, households, and indi-
viduals. This is the first of a number of
planned initiatives to strengthen our
monitoring, evaluation, and reporting ca-
pabilities. Improved monitoring and
evaluation is also important for tracking
the impact of our programs by gender.



III. Committed to Further Changes:
Implications of the DFA for
A.LD.’s Future Program in Africa

While recognizing the difficulties of
demonstrating concrete results in a rela-
tively short timeframe, we are committed
to strengthening this performance-based
approach in the coming years. We intend
to make U.S. assistance to Africa as effec-
tive as possible by continually focusing
available resources on issues of critical
importance to the prosperity of Africaand
by tracking our progress in meeting spe-
cific performance targets.

The first step in this process is the de-
velopment of this Action Plan for accomp-
lishing the development goal of the DFA
— sustainable, broad-based, and market-
oriented economic growth in Africa. This
Plan focuses on four key strategic objec-
tives:

1. improving the management of Af-
rican economies by redefining
and reducing the role of the pub-
lic sector and increasing its effi-
ciency;

2. strengthening competitive mar-
kets to provide a healthy environ-

10

ment for private sector-led
growth;

3. developing the potential for long-
term increases in productivity in
all sectors; and

4. improving food security.

Each of these strategic objectives and
its relationship to the goal of broad-based,
sustainable, and market-oriented growth
are discussed below. For each objective,
a series of targets and benchmarks by
which we can assess progress is proposed.
These targets and benchmarks should
help us to monitor, evaluate, and report
on the performance of both A.LLD. and the
countries receiving assistance.

Over the coming year, we will develop
the baseline data needed to refine the tar-
gets and test the feasibility and utility of
the benchmarks as quantifiable indicators
by which to measure progress. All bench-
marks will be disaggregated by gender,
reflecting the continued priority which
A.LD. places on increasing the economic
participation of women. Further, we will
also specify those countries in which spe-
cial efforts to track these benchmarks sys-
tematically will be made. The

Parastatals m Afncan Econmmes

e 'I‘hey accounted for 25% of formal sector employme
. They recelved 16% of domestlc credxt i

‘. . They were respon51ble for 15% of external debt




benchmarks will be refined during the up-
coming year through discussion with Mis-
sions, technical specialists, other donors,
and PVOs.

The next year will also be a critical one
as we attempt to integrate the DFA Action
Plan with existing sectoral policies and
strategies (e.g., Child Survival, the Plan
for Strengthening Agricultural Research
and Faculties of Agriculture, the Natural
Resource Management Plan, the strategy
for Basic Education) as well as the strat-
egy statements (CDSSs) and action plans
of our country programs. We do not in-
tend that the DFA Action Plan should su-
percede or replace all sectoral or
subsectoral strategies and plans or that
every country program should exactly
replicate the DFA Action Plan.

Rather, sectoral strategies will con-
tinue to fulfill an important technical re-
view and guidance function. As we begin
to take full advantage of the flexibility of
the DFA, however, we expect that the
boundaries around the traditional sectors
(agriculture, health, education, and fam-
ily planning) will be expanded and re-
fined. Country circumstances — policies,
institutional strengths, the available natu-
ral resource base, and other donor pro-
grams — will determine which sectors
A.LD. will focus on in any particular
country. These will be analyzed, as they
are now, in the country strategy develop-
ment process. However, no matter what
sector is selected as the focus of a particu-
lar country program, it is expected that
there will be some relationship to the stra-
tegic objectives and targets of the DFA
Action Plan.

Finally, we expect that some country
programs will focus on certain aspects of
the DFA Action Plan and other programs
will focus on others. We plan to develop
our monitoring approach accordingly.
For example, programs in Senegal,
Guinea, Madagascar, Mali, and Niger are
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already committed to the process of com-
modity market liberalization and are thus
likely to provide “benchmark cases” for
assessing progress in the development of
competitive markets.

IV. Strategic Objectives, Targets,
and Benchmarks: FY 8§9-91

Strategic Objective One

Improving Management of African
Economies by Redefining and Reducing
the Role of the Public Sector and Increas-
ing its Efficiency.

The Relationship between Growth and Eco-
nomic Management

African economies, by and large, are
characterized by substantial public sector
involvement. The public sector not only
provides public goods (such as roads and
education) and regulates the private sec-
tor, but also is directly involved in the
production of a wide variety of goods and
services. This has turned out to be unfor-
tunate for several reasors:

» Public management capacity is one
of the scarcest resources in Africa.
Spreading it over a wide range of
activities promotes inefficiency and
mismanagement.

» The temptation to use public eco-
nomic activities for political rather
than economic objectives is too
great to be resisted. In the words of
Kwame Nkrumah, “Seek ye first the
political kingdom. .”.

* The information needs of a cen-
trally-managed economy are well
beyond the capacity of most coun-
tries in sub-Saharan Africa.

» Excessive governrent control and
regulation of the economy ieads to
the concentration of economic
power in the hands of a few politi-
cians and allows civil servants to



use their positions for personal
gain, both leading to inefficient and
inequitable use of public resources.

The result of a statist approach to de-
velopment has been economic stagnation,
corruption, and cynicism. Nevertheless,
we must avoid the opposite error of dis-
missing the importance of the State. In
fact, many key goods and services can
only be provided by the public sector.
Moreover, the State has access to 20 to 30
percent of the total resources available to
the economy, and how it handles those
resources is critical to economic growth.

Good economic management centers
on: (1) ensuring that fiscal, monetary, and
sectoral policies are flexible enough to ad-
just to and to reduce the cycles of boom
and bust to which market economies are
subject; (2) reducing public sector in-
volvement in areas better suited to private
investment and risk-taking; and (3) using
public monies to provide “public goods”
efficiently and equitably.

Target 1-1

Improved stability in African econo-
mies: better management of debts and
better fiscal and monetary policies

Economic stability is a necessary con-
dition for substantially increased private
investment as well as for effective public
administration. Instability is, of course,
an inherent feature of many African coun-
tries because their production varies
greatly with weather and because they are
vulnerable to volatile international mar-
ket prices. In fact, a key cause of Africa’s
current crisis has been the inability of
governments to adjust their economies to
variable and often negative international
economic conditions. For example, rather
than reduce consumption in the face of a
world recession, African countries bor-
rowed large sums, expanded public bu-
reaucracies, and maintained fixed and
overvalued exchange rates. The result
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has been rampant inflation, deterioration
of government services, and reduction of
domestic investment and savings.

Lessons from Experience

With the help of the IMF, many coun-
tries in sub-Saharan Africa have been able
to reduce fiscal instability, albeit at a high
cost — reduced investment and reduced
incomes. What is not yet clear is how
sustainable these stabilization programs
are, especially in the face of serious polit-
ical resistance. Some countries, such as
Zambia, found the stabilization process
too difficult to sustain, while others, such
as Ghana and the Gambia, have seen con-
tinued progress. It is also not clear
whether there are any cost-effective
means of cushioning the effects of short-
term belt-tightening for those who are
negatively affected, particularly those
who are already at nutritional risk or who
do not have the mobility to look for jobs
or resources elsewhere.

For the most part, we should expect
stabilization programs to exhibit fits and
starts, with periods of adherence and pe-
riods of slippage. The additional re-
sources of a structural adjustment
program or bilateral development assis-
tance will often be critical in maintaining
the momentum necessary for the long-
term gains to be realized.

A.LD. Programs

The IMF has been, and will continue to
be, the lead player in economic stabiliza-
tion. However, A.ID. must understand
the demands which a stabilization effort
places on various sectors of the economy
and be fully aware of the consequences
which success or failure in stabilization
programs will have on the possibilities for
realizing other development goals. Only
then can A.LD. provide effective support
to complement and maintain stabilization
efforts, for example, analytical and tech-
nical assistance to improve budgetary and
fiscal systems and to reduce the recur-




rence of repeated financial crises and/or
food aid assistance to dampen swings in
import requirements due to erratic
changes in weather.

There is also a potentially important
role for A.LD. in the programming of local
currency resuiting from sector assistance
or food aid sales. During periods of fiscal
austerity which threaten the continued
provision of even minimal levels of public
services (e.g., health, education), such
local currency can provide the supple-
mentary resources needed to sustain
needed services and protect prior invest-
ments (e.g., in roads and irrigation infra-
structure).

Each of these methods has been used
in the past — and can be used more flexi-
bly under the DFA — to promote in-
creased stability. New initiatives in this
area may involve conversion of dollar
debt to local currency debt, stepped-up
efforts in revenue management, and the
decentralization of economic and political
power to sub-nationat levels.

Benchmarks of Performance

A.LD. will monitor the following vari-
ables to gauge countries’ progress in
achieving this target:

« Fiscal deficits as share of GDP;

+ Inflation rates;

» Efficiency of tax systems measured
by tax buoyancy and fiscal effort;
and

* Foreign trade balances.

It should be recognized that A.LD.’s
direct effect on these benchmarks will be
minimal. In most cases, A.L.D.’s role will
be as a provider of complementary sup-
port rather than a leader. However, as
already noted, A.L.D. must thoroughly
understand the macroeconomic situation
if it is to be able to program its limited
resources effectively. 1f macroeconomic

13

benchmarks indicate that an economy is
farm out of balance, there is little hope
that the additional resources which A.L.D.
can provide will be productive. There-
fore, these benchmarks are important ele-
ments of the criteria for country
allocations under the DFA.

Target 1-2

Reduced government involvement in
production and marketing of goods and
services.

The 1960’s and 1970’s saw the exten-
sive entry of African governments di-
rectly into industrial and agricultural
production. While mary changes have
taken place over the .ast few years,
parastatals in many countries still account
for most activity in the formal sector.

There are a few examples of profitable
parastatal operation in Africa (e.g., the
Kenya Tea Development Authority), but
the vast majority have proved to be inef-
ficient and unviable as business entities.
Continued operation of parastatals has, in
many cases, crowded private sector oper-
ations out of the credit market, led to in-
creasing fiscal instability, and created
unsustainable employment levels.

Lessons of Experience

Many governments have begun the
difficult process of rationalizing the pub-
lic sector’s involvement in production.
However, the road is likely to be long and
difficult. Throwing peofple out of work is
never easy, even when their productivity
is recognized as very low. The funds to
set the accounts in order are often lacking.
And it is politically difficult to admit that
something didn’t work.

A.l.D. Programs

A.LD. can play either a direct or indi-
rect role in helping the public sector to
reduce its involvement in production.
For example, we are supporting the di-
vestiture and privatization of the parasta-




tal grain market agency (ADMARC) in
Malawi and the reform of a regional de-
velopment organization, the Operation
Haute Vallee, in Mali. In the indirect
mode, we are providing local currency
support to compensation schemes which
are part of the government’s privatization
efforts in Ghana and to a number of public
sector reforms in Guinea.

Equally important, A.LD. will assist
the private sector to take over functions
previously performed by the public sec-
tor. For example, in Senegal, the Agricul-
ture Support Project helps traders
participate in marketing and input deliv-
ery. In Mali, Title II, Section 206, local
currencies are used for a similar purpose.
In Kenya, ESF resources have been used
to support privatization of fertilizer deliv-
ery. Finally, we are working with the
Center for Privatization (CFP) to assist the
cities of Abidjan and Nairobi to put gar-
bage collection into the hands of private
companies.

Benchmarks of Performance

A.LD. will monitor the following vari-
ables to gauge countries’ progress in
achieving this target: '

* number of countries with private
agricultural marketing systems;

* level of subsidies being paid to
parastatals;

+ ratio of parastatal employment to
private formal sector employment;
and

» ratio of parastatal credit to total
non-government credit.

Target 1-3

Improved equity and efficiency in pro-
viding key public services particularly
health, family planning services, educa-
tion and transportation infrastructure
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At the time of independence, most Af-
rican countries had very inadequate phys-
ical and institutional infrastructure: few
roads, vehicles, and schools; fewer
teacher training colleges, effectively func-
tioning ministries of finance, education;
and so forth. Although external assis-
tance and export earnings grew in the
1970’s, drought, reverses in international
markets, and the failure of many African
governments to manage effectively their
public finances and public sectors, led in
the 1980’s to the deterioration of an al-
ready inadequate level of public goods.

Fiscal resources have not kept pace
with the financing requirements for main-
taining infrastructure. Increasingly,
roads are allowed to deteriorate, schools
lack books, and health centers lack medi-
cines. These problems have to be dealt
with at the macroeconomic level, i.e.,
overall public expenditures must be lim-
ited to an affordable and sustainable
level. However, restructuring sectoral
priorities and budgets is of equal impor-
tance when budget cuts are contemplated.
Such restructuring usually has to address
three budgetary balances:

* The balance between funding out of
general revenues and out of user
fees;

* The balance between personnel and
operations costs; and

» The balance between higher cost,
higher quality services for the few
and lower cost, largely rural, ser-
vices for the many.

In addition, the short-term impacts of
budget cutbacks on individuals’ welfare
must be taken into account.

A.LD. is well placed to play a useful
role in sectoral support. We can mobilize
the local currency generated by P.L. 480
programs, ESF-financed Commodity Im-
port Programs, DFA sectoral assistance
programs, and perhaps by the use of debt



for development authority to help ratio-
nalize sectoral budgets as well as to pro-
vide short-term coverage of gaps. Such
rationalization is likely include increased
emphasis on user fees. Experience has
shown that user fees not only support
broader access to public services but en-
sure that such access is sustained. A.LD.
will also contribute by working col-
laboratively with other donors and pri-
vate voluntary organizations.

In sum, through the appropriate mix
of project and non-project assistance, and
with the integrated use of PVO assisted
P.L. 480 food aid resources, generated
local currency, and DFA dollars, the re-
source modalities required to support
sectoral restructuring efficiently and ef-
fectively are available.

We will work on rationalizing sectoral
expenditures in the following public ser-
vice areas: population policy and family
planning; health and child survival; edu-
cation; and infrastructure for transport
and production.

A. Population Policy and Family Planning

Lower fertility rates would help to
boost economic growth and improve
human welfare in sub-Saharan Africa. In
recent decades, annual population
growth surpassed all previous recorded
levels, driven by sustained, extraordinary
levels of fertility and diminishing mortal-
ity. Today, the sub-Saharan African pop-
ulation is almost 500 million. With a
growth rate of about 3 percent per year,
the population will double in just 24
years.

Many countries are already struggling
with heavy child-rearing and education
burdens. Others are experiencing declin-
ing levels of per capita food consumption
as population growth outstrips produc-
tion increases. Arable land constraints
are already highly visible in some coun-
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tries. This situation calls for serious at-
tention.

Lessons of Experience

After twenty years cf donor support,
most African governments have begun to
recognize the importance of reducing
population growth. Ten countries (in-
cluding Gambia, Nigeria, Senegal, Libe-
ria, Burundi, and Uganda) now have
explicit national policies favoring lower
population growth and twelve others
(Botswana, Benin, Burkina Faso, Camer-
oon, Madagascar, Niger, Sierra Leone, So-
malia, Sudan, Togo, Zambia, and Zaire)
are expected to announce population pol-
icies this year or next.

The provision of family planning ser-
vices continues to be inhibited by cultural
patterns and legal restrictions, including
high customs duty and excise taxes on the
import of contraceptives and equipment
and severe restrictions on marketing.
These will require attention in policy dia-
logue.

While many surveys report that large
families are highly desired and that most
males take no interest in or responsibility
for fertility regulation, there is much evi-
dence of unmet demand for family plan-
ning services. In areas where high quality
family planning services have been made
available, e.g., in parts of Kenya, Nigeria,
Zaire and Zimbabwe, the use of effective
methods of contracepticn has increased
dramatically.

A.LD. Program Directions

The Bureau is encouraging the Mis-
sions to find better ways to engage top
leadership of host countries and other do-
nors to bring about a mcre genuine com-
mitment to voluntary farily planning. It
is also encouraging Missions to integrate
voluntary family planning programs into
other development efforts — in educa-
tion, agriculture, and child survival.




Programs in the field will involve pol-
icy restructuring/development, informa-
tion, education and communication (IEC),
service delivery, training and research.
The Africa Bureau’s funding for popula-
tion from FY 1988 to FY 1990 will be just
under $100 million, which is about $33
million per year. This will be substan-
tially supplemented by funding from cen-
tral bureaus (particularly Science and
Technology).

Benchmarks

Key benchmarks which A.I.D. will
monitor to assess progress in population
policy and family planning will be:

* Percent contraceptive prevalence
rate (CPR);

» Percent of population with access to
contraception;

» Total fertility rate;

* Percent population growth rate;
and

* Involvement of private sector in
production and marketing of con-
traceptives.

Despite promising recent develop-
ments, only the small island country of
Mauritius has been able to document re-
ductions in fertility on a national scale.
However, numerous censuses and major
surveys are scheduled over the next few
years. In the next two to three years, it is
expected that national statistics in
Zimbabwe, Botswana and Kenya will re-
flect birth rate declines, usually seen first
in lower birth rates among older women.

B. Health and Child Survival

Availability of and access to health
and child survival services are fundamen-
tal to a productive society and to the de-
cline of fertility. In concert with other
donors, particularly UNICEF, ALD. tar-
gets its health and child survival re-
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sources on preventive health care for chil-
dren under five and women of reproduc-
tive age. The immediate gain from such
health services is reduced infant mortal-
ity. The long-term gains are a more pro-
ductive labor force and a reduction in the
drain of secondary and tertiary health
care costs on public finances. When fam-
ilies are more confident about child sur-
vival, they are more receptive to
controlling fertility.

Lessons of Experience

The recession of the 1980’s left most
African countries with fewer resources to
administer public health programs. Typ-
ically, preventive primary health care suf-
fered the most. As a result, the issue of
sustainability, particularly financial sus-
tainability, became a key consideration in
health and child survival. During the
1980s, two other factors added to health
problems: the rapid spread of chloroqu-
ine-resistant malaria from eastern into
western Africa and the serious threat
posed by the Acquired Immune Defi-
ciency Syndrome (AIDS). In sum, our ex-
perience has taught us that results will not
be achieved as rapidly as earlier hoped.

A.LD. Program Directions

A.LD.’s health and child survival pro-
grams focus on immunization, oral rehy-
dration therapy (ORT), dietary
management of diarrhea, high-risk births,
malaria, and AIDS. The integration of
these services with family planning ser-
vices is key, especially in the treatment of
women who are likely to experience high-
risk births.

A recent reappraisal of the program
reaffirms the effectiveness of this strategy
in reducing infant and child mortality.
We have learned, however, that we have
do more than the “twin engines” of immu-
nization and ORT if we are going to reach
the target of reducing infant mortality
rate to a rate of 75/1000 in key countries
by 1995. Because malnourished children



are twenty times more likely to die than
normal children, and because malnutri-
tion underlies more than half of all child
deaths, the Africa Bureau plans to
strengthen its current strategy by empha-
sizing breastfeeding, growth monitoring,
improved feeding practices, dietary man-
agement of diarrhea, targeted feeding
programs and Vitamin A interventions.

Substantial resources beyond those
available to A.LD. will be required, in-
cluding stronger host country commit-
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ment, more cost recovery, and broader
donor participation. Evidence has shown
that more resources can be mobilized. A
study of ten of the best health zones in
Zaire found that they were able to finance
67 percent to 90 percent of their operating
expenses through user fees. Revolving
drug funds in Senegal, for example, have
generated the revenues necessary to
maintain a steady supply of essential
drugs to communities.

the KFA.

they wished.

The Kenya Fertilizer Liberalization Program

Prior to 1975, the Kenya Government had a viable fertilizer marketing
system in place. At that time, the private commercial sector controlled import-
ing and distribution of fertilizer, while the private Kenya Farmers’ Association
(KFA) worked out selling prices with the Government’s approval. Government
involvement was limited to subsidies, extension and research services. Distri-
bution was, however, largely restricted to larger farmers who were members of

The disruption of the fertilizer markets caused by the 1973 oil crisis led to
the Government’s intervening in the fertilizer sectorina major way. Prices were
more strictly controlled, the Government became involved in direct importation
(largely through doner-granted fertilizers), and a distribution monopoly was
given to the inexperienced Kenya National Federation of Co-operatives. These
interventions crowded out the private sector. The result was a fertilizer distri-
bution system which was subsidized, inefficient, and limited in size by the
availability of donor grants and of budget resources for subsidies.

In 1983, ALD. Iaunched a fertilizer liberalization program aimed at increas-
ing fertilizer availability by reducing Government control and expanding the
role of the private sector. A recent evaluation noted the following impacts:

« Fertilizer is widely available; 43 percent of farmers are now able to obtain
fertilizer within one kilometer of their farm.

» The percentage of farmers purchasing from private distributers has
climbed from 15 percent in 1384 to 53 percent in 1988.

» 75 percent of the farmers said that timeliness of fertilizer availability had
increased and 53 percent were now able to obtain as much fertilizer as

+ 39 percent of the farmers stated that they are now more aware of the
benefits of fertilizer use than they were in 1983.




Under the DFA, therefore, the Bureau
will strengthen and broaden its current
strategy to include:

+ health financing, particularly re-
garding cost recovery and the de-
velopment of country-specific
health financing objectives, as part
of an overall sustainability strategy;

+ the managerial requirements to as-
sure the sustained, effective provi-
sion of health and child survival
services;

+ development of national systems of
data collection, collation and analy-
sis, including nutrition monitoring
systems;

 applied research in ORT; and

» sustained assistance at the country
level to (1) achieve an infant mortal-
ity rate (IMR) of 75/1000 by 1990 in
Kenya, Togo, and Zaire, and, by
1995, in Burundi, Cote d’Ivoire,
Lesotho, Nigeria, Sudan, and Swazi-
land; (2) initiate immunization and
ORT components in the private sec-
tor in Sudan; and (3) carry out pol-
icy dialogue and policy reform
related to Child Survival.

Benchmarks in Health and Child Survival

Key benchmarks which ALD. will
track in all Child Survival emphasis coun-
tries are:

» Percent of children (12-23 months)
who were vaccinated by age 12
months with BCG, DPT 3, Polio 3,
and measles vaccine;

» Percent of women 15-49 years deliv-
ered in the last 12 months who have
received two doses of tetanus tox-
oid;

+ Percent of infants/children (0-59

months) with diarrhea who were
treated with ORT;
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+ Percent of infants/children (12-23
months) who have a weight-for-age
more than two standard deviations
below the mean;

+ Percent of infants (0-11 months)
who are being breastfed and are re-
ceiving other foods at an appropri-
ate age;

* Infant mortality rate; and

« Collection and allocation of user
fees.

C. Education

Increasing incomes is at the heart of a
broad-based economic growth strategy.
Raising the level of general education has
been shown to be an effective way to raise
incomes and spread the benefits of mod-
ernization. The impact of schooling on
development as a whole is positive and
far-reaching.

A review of 18 studies of farmer edu-
cation and farmer productivity in 13 de-
veloping countries reported in a World
Bank Policy Study: Education in Sub-
Saharan Africa (1988) concluded that
farmers who have completed four years of
formal schooling produce, on average,
eight percent more farm output than their
non-educated counterparts. When new
crop varieties are available and innova-
tive planting and fertilizing methods are
extended, the increase in productivity is
approximately 10 percent. Across a sam-
ple of 88 countries, increases in literacy
rates have also been found to be associ-
ated with an increase in the real gross
domestic product.

Schooling has other cognitive and
noncognitive effects on productivity. The
former is the development of a capacity to
think and learn, and in more sophisticated
terms, to analyze and apply theoretical
knowledge. The latter explains receptiv-
ity to new ideas, competitiveness, and
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' The Niger AEPRP

Much of Africa’s economic activity is conducted by the informzl sector —
small, often family-operated, firms, which are unable to fulfill the myriad paper
requirements to be formally licensed, or which are seeking to avoic taxes and
controls. This is partlcularly true in intra-African trade. From a government’s
point of view, economic activity in the informal sector is almost by definition
undesirable as it implies lost tax revenues, reduced regulatory control, and lax
standards.

The Niger AEPRP is designed to reduce the barriers to formal sector trade
of livestock and agricultural products between Niger and its neighbors. By
reducmg licensing requirements and eliminating export taxes, the Niger AEPRP
is intended to shift much of this informal trade into the formal economy. One
effect of this shift will be to permit traders to capture economies of scale, as
products are shipped in larger quantities, rather than in small loacs to avoid
detection. These transport cost reductions, as well as savings associated with
elimination of taxes, bribery and red tape, should result in higher prices to

producers and increased production and export.

willingness to accept structure and disci-
pline. Both sets of effects have a positive
influence on productivity and develop-
ment.

However, development of Africa’s ed-
ucational systems is threatened by eco-
nomic stagnation, population increases,
and public sector mismanagement of
available resources.

Lessons of Experience

One in three persons in Africa is cur-
rently of primary or secondary school age
and the school age population is growing
at over 3 percent per year. The annual
cost for simply maintaining current pri-
mary school enroliment ratios (75 percent
of the school age population) by the year
2000 is about $4.5 billion {(using 1983 fig-
ures of $50 per pupil per year). Achieving
universal primary education by the year
2000 would mean adding 80.5 million pu-
pils to the system, a 157 percent increase
over current enrollment, and commensu-
rate increases in recurrent costs. New
classrooms and the maintenance of exist-
ing structures and equipment would re-

quire an additional $11 billion in the year
2000.

Given these enormous costs, A.LD."s
interventions must focus on a few key
problems. To make the best use of limited
resources, assistance has so far been con-
centrated in six countries: Cameroon, Li-
beria, Lesotho, Botswana, Zimbabwe, and
Swaziland. Basic education projects in
these countries, with authorized funding
of $145 million, have trained over 13,000
primary teachers, 800 education manag-
ers, 370 university and ollege teacher-
trainers (almost half of whom have been
women). These projects have also pro-
duced and distributed over 25 million
copies of affordable classroom learning
materials. In addition to the Africa Bu-
reau program, two A L.D. centrally
funded activities, Improving the Effi-
ciency of Educational Systems (1EES) and
Basic Research and Implementation in De-
veloping Education Systems (BRIDGES),
furnish technical assistarce to four Afri-
can countries to enhance educational
planning, management, and research.



To guide future investments in educa-
tion, the Bureau has recently issued a
Basic Education Action Plan. The Plan
highlights the positive correlation be-
tween investment in education and in-
creased entrepreneurship, agricuitural
productivity and innovation, improved
health status, and reduced rates of popu-
lation growth. The Plan ranks countries
in terms of new investments in education
and suggests assistance options based on
a country’s demonstrated need and will-
ingness to implement needed policy re-
forms. In implementing this sectoral
Plan, A.ILD. will assist African govern-
ments to implement reforms that increase
equity in educational services (including
raising the rates of female enrollment),
decentralize school administration, diver-
sify sources of school finance, expand pri-
vate schooling, and improve system
management and efficiency to contain
costs and boost quality.

The Africa Bureau also is exploring
options for increased support of basic ed-
ucation. Because of concerns over main-
taining the productivity of our
investments, we intend to start by helping
those countries whose educational poli-
cies and resource management promise to
generate greater returns on such invest-
ments.

In addition to project assistance to the
sector, A.I.D. will support education with
targeted non-project assistance (sectoral
budget support linked to policy reform
agendas), PVO-assisted integrated food
aid/education activities, and co-financed
multi-donor assistance programs.

Benchmarks
Key benchmarks will be:
+ the share of governmental budget
going to primary education;

« enrollment levels;
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+ drop-out and repeater rates for pri-
mary and secondary schools (mea-
sures efficiency of basic education
systems); and

* literacy rates.

D. Infrastructure for Transport and
Production

Facilitating the movement of agricul-
tural inputs and outputs and improving
access to social services by the rural ma-
jority are two of the most effective ways
the U.S. can assist the immediate objective
of economic stabilization and the long-
term objective of sustained growth. Ade-
quate transport infrastructure fosters
increases in production, marketing op-
tions, producer prices, and the flow of
goods, services, and passengers. A key
concern in the past and one that will con-
tinue to be central to A.LD. infrastructure
activities is maintenance — the public
sector’s capacity to protect its invest-
ments for the public good.

Lessons of Experience

A.LD. has a number if infrastructure
projects underway. Rehabilitation of the
region’s roads and railways is a key com-
ponent of our Southern Africa Regional
Program with the SADCC member states.
As aresult of planned infrastructure reha-
bilitation through the TAZARA project
and Tanzania’s Agricultural Transporta-
tion Sector Program, southern Africa will
gain significant economic benefits, in-
cluding increased production, trade, and
access to services.

A.LD. also supports the development
of farm-to-market roads in the Mali Haute
Vallee development project and national
and regional road development in rural
Zaire’s Shaba Refugee Roads Project. In
concert with the World Bank, A.LD. is
co-financing Guinea’s Agricultural Infra-
structure Development Project and



Chad’s Strengthening Road Maintenance
Project.

A.LD Program Directions

Infrastructure development requires
public and private sector resources and
cooperation. The Bureau will continue to
work on public sector management of in-
frastructure investments, including reli-
ance on private firms for construction,
rehabilitation, and maintenance.

Benchmarks

Key benchmarks which ALD. will
monitor will be:

» miles/kms of roads/railways reha-
bilitated and maintained;

* costs of road rehabilitation over
time;

» share of the private sector in the
provision of rehabilitation and
maintenance services; and

+ costs of access to services, and re-
lated utilization of services;

» price differentials across markets
and across seasons; and

+ transport costs as a percentage of
total cost of production and marketing.

Strategic Objective Two

Strengthening Competitive Markets to
Provide a Healthy Environment for Pri-
vate Sector-led Growth

Markets and Economic Growth

A country’s economic growth — and
thus how well its population can meet
their needs for food, housing, education,
and jobs — is determined by the rate of
growth of its resources {primarily capital)
and the efficiency with which resources
are used. Where there are incentives to
invest in enterprises of low productivity
or, conversely, disincentives to invest in
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activities which will bring high returns,
economic growth will suffer.

Experience has shown that, with few
exceptions, open, competitive markets
provide the best incentive structure for
economic growth. Market-determined
prices accurately signal supply and de-
mand conditions and permit both con-
sumers and producers to better gauge
where their interests lie. Removal of dis-
torting price or regulatory controls over
markets in Africa should. therefore, con-
tribute to economic growth by allowing
resources to flow to productive invest-
ments rather than being distributed as
subsidies or rents to specific groups in-
side or outside the country.

1t is also important to extend the reach
of markets in order to ensure that growth
is broad-based and benefits are widely
shared. This requires expansion of trans-
port and communications and provision
of adequate financial liquidity to support
trade.

Target 2-1

Liberalized commodity markets

By liberalizing trade in commodities,
many African countries (Mali, Gambia,
Ghana, Guinea) have already reduced the
public sector financial losses which had
been resulted from policies involving
fixed pricing, subsidized production
and/or consumption, and regulations
prohibiting private transport of commod-
ities. In these cases, transactions costs
have been reduced and markets appear to
be functioning more efficiently for both
consumers and producers.

Some African governments (e.g.,
Kenya) have continued to control staple
food commodity markets, while liberaliz-
ing markets for other commodities. Still
other governments have liberalized grain
markets, while retaining control over



markets for other important commodities,
(e.g., meat, pharmaceuticals, and cloth).

Liberalization has been slower and
more limited in the international com-
modity trade. Governments in food-inse-
cure countries {e.g., in the Sahel) are
reluctant to permit exports of food crops.
Governments which rely on export taxes
and import tariffs as revenues have been
reluctant to cede control over export com-
modities {e.g., animals in Niger) or to re-
duce domestic protection levels. These
positions should be re-examined and
analyses which explore alternatives car-
ried out. Where complete deregulation of
markets proves unfeasible, ways should
be found to minimize the negative effects
of distortions on overall economic
growth.

 Lessons of Experience

Much of A.LD.’s early experience in
supporting policy reform in Africa has
been in the area of agricultural marketing
policy reform. Initial efforts focused on
reducing inefficient public sector involve-
ment in agricultural markets and revising
official pricing policies. Lately, we have
paid greater attention to export markets
and the international trade sector. Al-
though many of these efforts are very re-
cent, price liberalization has led to
expanded output in some countries. In
other cases, the production response has
been more limited, probably due to non-
price constraints.

Other interventions have been sug-
gested to improve the working of mar-
kets, but we do not yet have good
evidence on their effectiveness. We lack
good information on the value of market
information systems, or on the provision
of marketing infrastructure. We are also
not sure how donors best zssist in linking
African countries to world markets, in
both traditional and non-traditional ex-
port sectors.
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While there is no doubt that market
liberalization is necessary for long-run
growth, there can be serious short-run
costs. Liberalization leads to major shifts
in relative prices, increasing the profit-
ability of some industries and reducing
the profitability of others. This could lead
to temporary unemployment in those ac-
tivities which are in decline. Equally im-
portant, price shifts can reduce the real
purchasing power of certain groups by
increasing the prices they face without in-
creasing their incomes. In some coun-
tries, certain poor groups could suffer
from liberalization in the short run. Fi-
nally, the shift from public to private pro-
vision of certain goods, particularly
agricultural inputs, may be inhibited in
some countries by the lack of traders and
entrepreneurs to ensure competitive mar-
kets.

A.LD. will monitor the effects of mar-
ket liberalization in several African coun-
tries through its Cooperative Agreement
with Cornell University, centrally-funded
research activities, and exchanges of in-
formation with multilateral organiza-
tions. This will permit us to document
short-term impacts and to design com-
pensatory programs if necessary. We will
also develop programs to guard against
the formation of monopoly or monopsony
power in liberalized markets.

A.LD Programs

A.LD. will continue to use its financial
and technical resources to support the lib-
eralization of commodity markets. Re-
cently, we have paid a great deal of
attention to liberalizing export markets
(e.g., the AEPRPs in Niger, Madagascar,
Uganda, Togo and Malawi). Other pro-
grams have dealt with rice (e.g., Madagas-
car and Gambia P.L. 480 programs) and
other food crops. A new area of involve-
ment is market infrastructure.




Benchmarks

* the number of commodity markets
in which prices are market-deter-
mined, rather than administratively
set;

+ the level of distortion between bor-
der prices (based on world market
prices) and domestic prices;

+ transactions costs for key commod-
ities;

» price correlations across space and
time;

» seasonal price fluctuations; and

* market volumes and numbers of
sellers.

Target 2-2

Liberalized factor markets

The ability of Africa’s private sector to
respond to new investment opportunities
is constrained by its access to capital. Af-
rican financial systems and capital mar-
kets have been weak in many respects:

* Because of interest rate ceilings and
lack of rural banking centers, formal
capital markets have failed to mobi-
lize domestic savings;

+ Negative real interest rates and allo-
cated credit reduce the efficiency of
investment;

* Formal credit facilities, except for
public development banks, fail to
provide term credit;

* Equity markets are weak or non-ex-
istent, making it very difficult to
broaden indigenous ownership;

» Legal systems do not provide easy
mechanisms for securing loans and
forfeiting pledges in the face of non-
payment; and

* The public sector has pressured
both public and private banks to
provide loans to entities (largely
parastatal) with little hope of repay-
ment, leading t> widespread
decapitalization of ‘he banking sys-
tem.

Labor market imperfections are much
more difficult to deal with. Many African
countries legislate limits on firing, mini-
mum wages, and the employment of
women that are at variance with economic
growth. African growth rust take advan-
tage of the continent’s relatively abun-
dant labor, but high wages make Africa
much less competitive in international
markets. Restricted laber mobility also
reduces the ability of countries to adjust
to the changing interna:ional economy
and raises investment costs.

Lessons from Experience

A.LD. has always had a large number
of credit programs, but few which have
dealt with financial problems in a sys-
temic way. Recent evaluations of a num-
ber of credit union projects demonstrate
that credit unions provide useful link-
ages between formal and informal credit
markets. An A.LD. pilot program in Sen-
egal demonstrated that rural producers
are willing to pay high rominal rates of
interest (25 percent} in order to gain ac-
cess to credit, and that repayment rates
are high. Research in Niger, Zaire and
other countries indicates that: (1) di-
rected credit programs are doomed to fail;
(2) credit for “non-productive” uses such
as housing and education, are as impor-
tant in promoting growta as production
credit; and that (3) it is limited access
rather than interest rates which reduces
effective demand. Other problems limit-
ing the availability of credit in Africa are
that: (1) the private banking system is not
willing to provide long-term credit, and
(2) the development ban<s are bankrupt
because of mismanagement and political
allocation of credit.
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Myths About Afncan Agnculture

For example

Recent research has expioded a number of myths about Afncan agricu.

« African farmers are largely subs1stence oriented. ThlS 1s not tru

farm families are involved in a variety of commercial activities rangm
from agro-processing (e.g., beer brewing), to trade to manufacturing (e.g
tailoring), to wage labor. For many, if not the majority of African fary

. on it

households, cash mcome earned off the farm is: greater than that earne

. -Afncan farmers do not purchase foodgrams Broadly apeakmg, ther
three groups of farmers: (1) those who are successful commercially an

" earn substantial cash incomes rom marketing their crops;.(2) tho: '
- on average, produce enough for their own needs, but who in b
" must buy food and in good years are able to sell food; and (3) th
are unable to produce enough food for their onsumption needs an
_useincome earned from other endeavors to buy food. Evening

_ _.-thls last group may be as large as one- th1rd of farm household

_ . Increas ne cash crop productlon decreases food crop pLod

od

~not conclusive or universal, evidence suggests that those farme
- 'produce surplus-food for urban and rural markets are often thos
cash income from other crops. The cash income from cotton; toba

_ coffee production allows farmers to intensify their foo
- by using fertilizer, improved seed and hired labor. In short, increases
= cash croppmg may have posxtwe effects on food productron '

Top prod

A.LD. Programs

A.LD. has numerous activities under-
way in this sector. It has developed a
banking sector program for Zaire (cur-
rently on hold because of Zaire’s diffi-
culty in keeping on a stabilization
program). Banking sector reform is being
addressed in an AEPRP planned for FY 89
in Senegal. A.LD. is helping to finance an
equity fund with OPIC aimed at increas-
ing foreign investment in Africa. Credit
union and cooperative development pro-
grams are being expanded in several
countries (Malawi, Cameroon, Lesotho)
to increase village-level resource mobili-
zation and to link small borrowers to the
larger, formal financial sector.

In the future, we intend to examine
African financial markets in more detail
to determine how best to increase effi-
ciency. We are also exploring the use of
new, innovative financial instruments to
promote economic growth. Debt-equity
swaps are one of these instruments; they
are now being widely utilized in Latin
America although they are untried in Af-
rica. Such swaps involve the reduction of
LDC foreign exchange debt in conjunction
with new, productive investments in the
developing countries — thus the term
“Debt for Development” is often used. In
conjunction with the African Develop-
ment Bank and OPIC, we are hosting a
conference for African financial leaders
on this topic in Abidjan in February, 1989.



Benchmarks

A.LD. will monitor, in selected coun-
tries, key benchmarks bearing on:

* mobilization of domestic savings
and characteristics of new savers;

+» lending patterns, interest rates, and
repayment records;

* controls on labor mobility and on
hiring and firing;

* number of countries which have
positive real interest rates;

+ amount of credit allocated by the
market rather than administra-
tively;

* relationship between formal and in-
formal sector wages; and

+ formal sector employment.

Strategic Objective Three

Developing the Potential for Long-term
Increases in Productivity

Land and related natural resources,
labor, capital, and technology are needed
for production in Africa. The most effi-
cient productive technique in the short
term, of course, is that which results in the
greatest output per unit of input today.
However, this is not necessarily the most
sustainable method of production. In
most economies, investments are, there-
fore, made to ensure the continued avail-
ability of resources and to develop
technologies which will permit greater
productivity in the future.

The sector in which long-term in-
creases in productivity are currently most
threatened is agriculture. The mainstay
of most African economies, agricultural
productivity, as measured by per capita
foodgrain production, has been declining
across the continent since the early 1960’s.
Forests have literally disappeared and an-
imal production is increasingly con-

strained by the diminishing quality and
quantity of available pastureland. Atten-
tion must be paid now to:

+ the conservation of :he natural re-
sources on which such productivity
depends;

* the development of new technolo-
gies which permit these resources to
be used more efficiertly; and

» the improvement of job-related
skills outside as well as in the agri-
cultural production sector itself.

Target 3-1

Improved natural resource management

Natural resources are the long-term
physical capital on which a nation builds
and grows. The management of these re-
sources — water supply and water qual-
ity; air quality; soil fertility; minerals;
vegetative cover; and plant and animal
life — is critical for sustainable growth.
Africa’s natural resources have become
seriously degraded, with the rate of dete-
rioration much accelerated since the early
1970’s. The causes of this deterioration
are widely known: rapid population
growth, general declines in rainfall, and,
in many cases, a need for income or pro-
duction today even if it conpromises the
potential for income tomorrow.

Sustainable growth in this context
means agricultural production which
does not destroy the environment. In Af-
rica, with rapid population growth put-
ting pressure on limited soil, water and
biclogical resources, this poses a chal-
lenge of unprecedented dimensions. For
unlike other areas of the world, environ-
mental degradation has no: resulted from
the limitless greed of wealthy developers,
but from the need of poor. hungry peas-
ants and herders to expand production
into ever less productive lends.



Thus, environmental protection is
linked to success in finding new, diversi-
fied sources of income for those farming
on hillsides, cutting down forests for fuel-
wood, or pushing their herds into fragile
rangelands. Technologies are also
needed to encourage better resource use
as a way of increasing incomes rather than
reducing them. Since private incentives
do not protect the land when there is open
access, special efforts must be made to
provide incentives for preserving natural
resources.

Lessons of Experience

A.LD. has long recognized the nega-
tive effects of natural resource misman-
agement and, as a routine part of project
design, addressed environmental con-
cerns. In the last decade, African coun-
tries, other donors, and A.L.D. have
initiated a wide range of interventions
aimed at improving the natural resource
base in Africa and halting the ecological
deterioration.

Experience with these interventions
has been sobering. While there are strik-
ing examples of successful change in nat-
ural resource management, many
ambitious projects involving village
woodlots, large-scale plantations, and
top-down conservation initiatives have
not worked. A 1984 workshop on this
subject concluded that “purposeful
change” was needed to: (1) tap the poten-
tial of participatory, on-farmtree planting
and natural woodland management op-
tions, (2) build African capability to plan
and execute field activities, and (3) refor-
mulate policies to permit greater integra-
tion of forestry and agricultural concerns
and strengthen security of resource ten-
ure.

A.l.D. Programs

In February, 1987, the Agency adopted
its Plan for Natural Resources Manage-
ment in Sub-Saharan Africa. The Plan es-
tablishes natural resources as a priority
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for Africa and targets desertification, de-
forestation, soil degradation, and loss of
biological diversity as key environmental
concerns to be addressed.

A.LD. activities to implement the Plan
are coordinated with inputs from other
donors and PVOs. A centrally-managed
Natural Resources Management Support
(NRMS) project provides a variety of tech-
nical services to Missions, host govern-
ments and PVO/NGOs and should serve
as a catalyst for encouraging expansion of
natural resource programs. Services pro-
vided under the NRMS Project to date
include: natural resources assessments in
eight priority countries; project design
services in five countries; nine biodivers-
ity grants awarded to PVO/NGOs; a com-
prehensive PYO/NGO survey, laying the
foundation for implementing the
PVO /NGO component of the Project; and
a variety of training, evaluation, and plan-
ning services. These will continue
through the next two to three years.

Awareness of the importance of natu-
ral resources and their role in A.LLD. de-
velopment programs has been
substantially increased. This is resulting
in modifications to existing projects and
re-examination of host country policies
which affect natural resources.

Benchmarks

Over the next two to three years,
A.LD. will monitor, at selected sites, key
benchmarks concerning natural resource
management: :

« the number of community/individ-
ual initiatives in natural resource
management;

+ woodfuel prices;

+ area of lands and forests under man-
agement;

+ public policy revisions which pro-
vide farmers and herders incentives
for more sustainable resource man-



agement (land tenure, tree tenure,
immediate economic benefits); and

* the number of voluntary users of
improved management techniques.

Target 3-2

Accelerated agricultural technology de-
velopment and transfer

At independence, most African coun-
tries were heavily reliant on agriculture
(livestock as well as crops) for the gener-
ation of national as well as household in-
comes. In 25 years, agriculture’s
importance has declined to 40 percent of
Gross Domestic Product (GDP). How-
ever, some 70 percent of African house-
holds depend on agriculture for a large
share of their employment and incomes.
Foodgrain imports already place severe
demands on foreign exchange in many
countries. With high population growth
rates, the creation of jobs and incomes in
the agricultural sector and the expansion
of domestic food supply have to be high
priorities for African governments.

African farmers and herders lack the
technology to respond to growing domes-
tic demand and to be efficient competitors
in international markets. For example,
chemical fertilizers are seldom applied to
foodgrains although their use for nonfood
export crops (e.g., cotton) and for vegeta-
ble production has been growing rapidly.
Only a modest portion of crop hectarage
is planted in varieties which have been
improved through research and result in
high yields per hectare. Supplementary
sources of power (for processing as well
as cultivation) are limited.

The reasons for this technology gap
are multiple. Physical conditions are dif-
ficult and diverse, complicating the job of
adapting imported technology. Labor
constrains production at certain points of
the growth cycle. And the food quality of
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improved varieties is not always that de-
sired.

New or adapted technologies are
needed to: (1) level out production cycles,
particularly in rain-short years; (2) in-
crease the possibilities for transformation
of local production (recucing costs, in-
creasing value-added, and strengthening
the links between rural and urban areas);
and (3) add new crops to diversify in-
comes, spread risks, and meet nutritional
needs. With improvements in market
performance and infrastructure, in-
creased market opportunities for basic
food crops as well as feedgrains and non-
food crops should increase the demand
for new technologies.

Lessons of Experience

In the 1970’s and 1980’s, many hoped
that the technical breakthroughs needed
in African agriculture were just over the
horizon and that Africa would soon share
in the agricultural breakthroughs which
had occurred in Asia. This hope has not
been realized on the scale anticipated.
Successes in generating agricultural tech-
nologies to expand, diversify, and inten-
sify production in a wide variety of
ecological conditions have been limited.
Successes in transferring technologies
from other regions have also been limited.
All of these efforts have been constrained
by the failure of African governments to
develop cost-effective systems for deliv-
ering inputs and credit and to provide
infrastructure and institutional support.
Extension services in particular have been

poorly equipped.

However, there have been some suc-
cesses. Hybrid maizes in Kenya, Zambia,
and Zimbabwe raised productivity for
farmers with adequate lands and timely
access to complementary inputs. New
cotton technology packages (which in-
cluded a rotation of mezize) also had a
major impact on agricultural productivity
in some countries (althcugh principally




on farms with adequate rainfall, labor,
and land). More recently, a non-hybrid
maize variety introduced in Cameroon
has increased productivity among farm-
ers without access to other inputs.

It has also been shown that natural
resource conservation technologies can
contribute to sustainable increases in ag-
ricultural productivity. Windbreaks
planted in the Majjia Valley in Niger have
resulted in a 17 to 24 percent increase in
cereal production without additional
changes in the production system. A.LD.
experience with bringing a degraded for-
est under management in Niger demon-
strated technologies which can increase
productivity even under severely con-
strained conditions.

In sum, the evidence shows that
Africa’s small farmers can and will adopt
new technologies which are: (1) suited to
their natural resource bases; (2) result in
crops which have ready markets; and (3)
generate incomes large enough to support
investment in more intensive and efficient
production techniques.

The challenge for the future is a com-
plex one. There is a need for new technol-
ogies which are suited to the present
natural resource base but also serve to
improve it where it is already degraded.
There is also a need for technologies
which will result in effective wage rates
which are more attractive than those out-
side of agriculture. Finally, there is a
need for technologies to increase the pro-
duction of commodities which will find
ready markets at home and abroad.

This latter point is important: to inten-
sify agriculture and increase its profitabil-
ity, it is essential to use improved, often
purchased, inputs, especially fertilizer
and seed. Agricultural research in Africa
must focus on commercial as well as food
potential, on opportunities for marketing
of cash crops, and on the increased use of
purchased inputs, including labor and
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capital. With expected population
growth rates in the vicinity of three per-
cent, the creation of jobs and incomes in
the agricultural sector and expansion of
the domestic food supply remain top pri-
orities for almost all African govern-
ments.

On-farm technologies which meet
these requirements are currently being
developed and made available to farmers.
These efforts draw on the work of both
national agricultural research systems
(NARS) and the international agricultural
research centers. Inaddition to basic seed
variety development, research activities
have focused on cultural practices (e.g.,
modifying plant populations, adding
farm manures to improve needed soil nu-
trients, improved tillage) and soil and
water conservation techniques such as
windbreaks, water catchments, and alley

cropping.

Many of the improved technologies
have first been developed at the interna-
tional agricultural research centers and
then adapted at the NARS, often assisted
by A.LD. bilateral projects. On-farm test-
ing is crucial in determining what farmers
will adopt. Some examples of technolo-
gies which have made it so far: (1) in Cam-
eroon, high yielding maize varieties, such
as CMS5-8501, yield 40 percent more with-
out fertilizer than traditional varieties, al-
lowing potential net income gains of 20 to
30 percent per hectare; (2} in Senegal, on-
farm cowpea yields have been increased
by 35 to 50 percent by using a variety
(CB-5) which matures in 60 rather than 90
days; and (3) in Sierra Leone, researchers
have identified a drought-tolerant, early-
maturing sweet potato variety which
meets existing taste preferences while
yielding more per hectare than traditional
varieties early enough in the season to
meet food needs in the period just before
the rice harvest. These kinds of examples
are being replicated in programs across
the continent.



A.1.D. Propram Directions

Recognizing the importance of inter-
national and national agricultural re-
search to the successful development and
transfer of agricultural technologies, the
Africa Bureau supports a research agenda
focused on the following priority prob-
lems:

* increasing and sustaining the pro-
ductivity of rainfed agriculture and
fragile lands with ecologically-
sound farming systems (including
crops and livestock);

» improving nutrient recycling;

+ exploring opportunities for mecha-
nization and higher-output agricul-
ture within the context of current
farming patterns;

* increasing the value-added in agri-
culture through innovations in
high-value cash crops, livestock,
and fish systems;
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= using biotechnolcgy applications
for crop improvemeant and yield sta-
bilization, particularly in drought-
stressed areas, and for animal
reproduction and health;

» paying attention to the role of
women in labor provision, decision-
making, and income control in farm
households; and

* improvements in postharvest pro-
cessing and storage systems which
would generate market town in-
come and employment opportuni-
ties.

The Bureau’s agricultural research
program is described more fully in the
1985 Plan for Supporting Agricultural Re-
search and Faculties of Agriculture.
Seven national technology-generating
programs and fifteen technology-adapt-
ing programs have been identified for
support in Africa. New projects are com-
ing on-stream in Senegal, Sudan and
Burkina Faso, all of which will explicitly

Grain Market Instability in Mali

In a very good year, Malian grain production falls short of the national
requirement by about 10 percent. In a very bad year, production is only half
that of a very good year. Variation across regions compounds the problem. In
a good year, five of the seven regions produce a surplus over rural consumption
needs; in an average year, only one region attains this level of production.
During bad years, tarm households increase their market purchases to cover
shortfalls. In good years, market demand drops as farm households consume
their own production; traders find turnover, margins, and profits reduced.

Such market instability undercuts the growth process. Farmers who pro-
duce surpluses in good years but are deficit in bad ones will not be motivated
to increase production for the market when their experience tells them that they
are likely.to encounter low prices and sluggish demand each time they do
manage to have a surplus. Traders will hesitate to invest in grain storage and
other infrastructure when the profitability of these investments are ‘ow. Yet the
absence of such infrastructure keeps costs high and contributes to continued
market instability.
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link with extension services to improve
the efficiency of the transfer process. Six
agricultural faculties have received assis-
tance under the Plan: Cameroon,
Zimbabwe, Kenya, Burkina Faso,
Rwanda, and Uganda. A new project to
strengthen faculties of agriculture in
southern Africa, which will utilize « (0l-
laborative regional approach, is being
planned for Malawi, Zambia, Zimbabwe.
and Tanzania.

A peer review of the Bureau’s progress
in implementing this Plan is planned for
the near future as are evaluations of a
centrally-funded support project (known
as SAARFA) and of country-level data on
the contribution of agricultural research
to food security and consumption. Re-
sults of these reviews will be taken into
account as the Bureau develops a more
comprehensive sectoral strategy for agri-
culture.

Benchmarks

The following benchmarks related to
the development and use of new agricul-
tural technologies will be monitored:

* budgeting and staffing of agricul-
tural research and extension facili-
ties;

* number of released technologies;

+ rates of adoption by farmers of im-
proved seed, equipment, and other
inputs such as fertilizer;

» farm incomes: production of cash
crops, marketing of food crops,
value of home-produced consump-
tion; and

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



Target 3-3

Expanded skills and productivity on the
job

The importance of formal education to
the development of job skills and produc-
tivity has already been discussed (Target
1-3). The importance of labor market lib-
eralization in increasing labor mobility
and raising aggregate productivity has
also been noted (Target 2-2). However,
given the current rates of illiteracy in Af-
rica, it will be many years before improve-
ments in the formal educational system
will enhance productivity. Further, labor
mobility in the short term is likely to be
impeded by the lack of learning and job
skills in the labor force.

Attention, therefore, must be directed
to expanding job skills critical to raising
productivity and incomes in the short
term (e.g., skills to improve farm manage-
ment; entrepreneurial performance —
market analysis, cost-accounting; cooper-
ative management; policy analysis; and
computer use) and to assuring equitable
access to skills training to both men and
women.

Lessons of Experience

A.LD. has already played a major role
in supporting training which increases,
within a short timeframe, African job
skills. Among the efforts which have a
solid track record are:

» Graduate-level training in science,
economics, and other disciplines.
This academic training is supple-
mented by support for graduates
after they return, in agricultural re-
search, financial management, pub-
lic administration, etc..

» Seminars and workshops for policy-
makers and academics on a wide
range of topics, from arid land con-
servation techniques to implement-
ing policies of economic
liberalization;

31

+ Networking opportunities for Afri-
can scientists and scholars to main-
tain the currency of their knowledge
and to benefit from the exchange of
experiences across countries;

» Farm-level training in production
and resource conservation tech-
niques for thousards of men and
women farmers across the conti-
nent;

« Small business tra:ning and other
interventions which improve the
climate for entrepreneurial invest-
ment; and

» Instruction in cooperative and
credit union manazement, provid-
ing more direct access to savings
and loan services.

A.LD. Programs

A.LD. intends to sustain these efforts
in several ways: (1) by providing DFA
funding for scholarships abroad through
special training projects {(such as the re-
gional Human Resources Development
project); (2) by developing African train-
ing institutions which can provide less
expensive and more immediately applica-
ble training; (3) by incorporating training
components into both project and non-
project assistance activities; and (4) by
collaborating with Peace Corps and PVOs
to provide on-the-job training to thou-
sands of farmers, business owners, and
cooperatives/credit unions.

Two new areas of training need have
emerged in recent years: economics/pol-
icy analysis and computers. It is expected
that attention to these areas will grow as
Africans realize the importance of being
able to do their own analyses of economic
and reform issues and as computer tech-
nology spreads.

Benchmarks

A.1.D. will menitor the following
benchmarks regarding skills develop-



ment and labor productivity, disaggre-
gated by gender:

« numbers of people receiving short-
and long-term training;

+ graduate degrees acquired;

» work productivity of U.S. graduates
on the job in their home countries;

+ farmer training;
* business skills development; and

+ estimated impact of skills develop-
ment on incomes.

Strategic Objective Four

Improving Food Security

. Food Security Remains a Priority Concern

In few African countries today do all
citizens have access, at all times, to
enough food for an active, healthy life,
i.e., food security. Estimates of the num-
ber of people in sub-Saharan Africa who
are normally food-insecure range from a
third to a half of the population.

Global food supply is not the problem.
Countries and individuals who do not
produce enough to meet their own con-
sumption needs ("self-sufficiency") can
purchase all the food they want - if they
have adequate incomes and if they have
adequate access to markets.

However, large numbers of people in
Africa do not have this income or market
access, giving rise to chronic food insecur-
ity. In many African countries, less than
half of the people are able to obtain suffi-
cient food from their own efforts at farm-
ing. Most people, even farmers, must
enter the market to purchase food. The
result of this chronic food insecurity is
inadequate levels of nutrition, high mor-
bidity, and early death.

In recent years, however, food inse-
curity has also resulted from drought and
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civil disturbance. Although this kind of
food insecurity is termed “transitory,” it
is likely to be a recurring problem for the
foreseeable future. The challenge for both
African governments and donors is to rec-
ognize that it is the causes of food insecur-
ity which must be addressed, not just the
symptoms. This perspective is hard to
maintain when television screens are
filled with images of starving children.

In addition to general support for in-
creased economic growth, A.LD.’s efforts
to improve the food security of African
countries will address four specific con-
cerns:

» finding ways to use food aid so as to
reduce interyear instability in sup-
ply and, perhaps, prices (rather
than increasing that instability as is
frequently the case);

* increasing the capacity of donors
and African countries to anticipate
serious droughts and other emer-
gencies and to provide timely and
effective assistance when emergen-
cies occur;

+ finding ways in the short term to
increase incomes through targeted
welfare programs to those most in
need; and

» increasing agricultural production
and utilization.

Target 4-1

Reduction in year-to-year instability

Large food deficits one year followed
by surpluses the next place extraordinary
strains on economic systems. Markets are
forced to expand and contract; directions
of net commodity flows reverse. Foreign
exchange availabilities can be stretched
thin to cover food imports in one year
while in the next unsold grain inventories
can lead to gridlocked domestic credit
systems. Highly variable food prices,



critical to workers’ real incomes, can
make it difficult to maintain stable wage
policies. This threatens overall economic
stability (see Target 1-1).

Lessons from Experience

Mali’s experience shows the negative
impact on growth that fluctuations in
food production, demand, and supply can
have. An analysis of this case suggested
that in years of high production, sharp
reductions in market demand could lead
to decreased earnings of farmers and trad-
ers, thus discouraging farmers’ invest-
ments in increased productive capacity
and traders’ investments in increasing
storage capacity. Traditional producer
support price measures which could, in
theory, bolster farmers’ incentives to in-
vest, were shown to be likely to over-
whelm the public sector’s financial
capacity and might, if incompletely ap-
plied, destabilize markets further. This
analysis further suggested that solutions
to market instability must be found in the
diversification of rural incomes and crop-
ping patterns and in the development of
technologies which would permit higher
production in poor years.

A.LD. Programs

A.L.D. can play a role in smoothing out
downward fluctuations in food supply
through the provision of food aid. Food
aid which is sold through competitive
markets can reduce the need to spend
scarce foreign exchange for food imports
in years of domestic production short-
falls. Joint programming of the local cur-
rency generated by the sales can also help
recipient countries to take steps to ad-
dress the underlying causes of chronic
food insecurity.

Much work has to be done to improve
the management of food aid programs. In
the past, we have had problems with food
aid arriving at the wrong time, in the
wrong commodity, and in the wrong
quantity. These difficulties may stem in
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part from the multiple cbjectives of the
P.L. 480 program. The development im-
pact is only one among several objectives
and often is not the first -0 be considered
in approving a particular country pro-
gram.

A.LLD. is also assisting countries to
conduct the analyses necessary to develop
macroeconomic and sectoral policies
which will lead to more stable food mar-
kets and increased food security.
Through our Cooperative Agreement
with Michigan State University, we are
already working on this problem in Sene-
gal, Mali, Somalia, Rwanada, Zimbabwe,
and the SADCC region.

Benchmarks

The benchmarks which A.L.D. will
track in order to gauge progress in market
stabilization will be:

» the degree to which food aid flows
compensate for shortfalls (without
destabilizing local markets);

+ the share of food aid in total food
imports;

« commercialization of agriculture;
and

* stability of consumer price indices.

Target 4-2

Increase famine preparedness

Given the uncertain climate in the
Sahel, and given the persistence of civil
unrest in the Horn of Africa, famine is
certain to remain a threat for the foresee-
able future.

Lessons from Experience

The contrasts in management of
drought relief between the 1972/74 and
1983/85 crises showed substantial growth
in capacity to deal with such catastrophes.
African governments, private voluntary
organizations, and dono-s not only recog-




nized the potential dimensions of the di-
saster sooner, but also swung into action
in a more efficient way. As a result of the
evaluations of the 1983/85 experience,
famine early warning systems were fur-
ther reinforced and the broader issue of
“drought-proofing” production re-exam-
ined.

There has been vigorous debate
among donors on these issues, particu-
larly in the Sahelian region where the
Club du Sahel and the CILSS (the inter-
state committee to combat drought in the
Sahel, formed by seven countries in 1976),
have been active.

A.LD. Program Directions

A.LD. will continue to provide emer-
gency food assistance as needed to cope
. with famines. However, we will increase
its efforts to support famine-prepared-
ness by: (1) developing famine early
warning networks in countries through
the Famine Early Warning Systems
(FEWS) project; {2) improving food needs
assessments; (3) supporting grassroots
PVO activities which provide the neces-
sary community-based links for both as-
sessing needs and managing relief and
prevention (e.g., village grain stores, com-
munity redistribution mechanisms); and
(4) encouraging the growth of public and
private institutions which can respond to
food shortages. The establishment and
maintenance of emergency buffer stocks
has shown itself to be useful in providing
a hedge against the sudden appearance of
famine, although other donors are more
active than A.LD. in this area. We will
continue to coordinate with them and to
contribute to these stocks on a case-by-
case basis.

The incorporation of a “drought-
proofing” objective into agricultural de-
velopment strategies is an area which
deserves further exploration. Other rural
development strategies which foster the
diversification of household incomes may
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also be seen as contributing to overall
famine preparedness.

Benchmarks
A.L.D. will monitor indicators of:

.capacity to project and monitor food
needs at national and sub-national levels;
and

.capacity to provide emergency food
on a timely basis.

Target 4-3

Providing food and income to those most
at risk

Observation shows that the people
most at risk of both chronic and transitory
food insecurity in Africa are those with
limited access to good land, capital, and
even to labor. Frequently, poverty is as-
sociated with certain geographic areas,
where good land or good water are scarce
relative to population; with certain age
groups, particularly the old and the chil-
dren; and with certain household types,
particularly female headed households.

Experience also shows that the most
effective role that governments can play
in addressing household and individual
food insecurity is to provide the policy
environment, information, and infra-
structure needed for: (1) markets to work,
(2) people to find employment, and (3)
resources to flow to productive uses.

This leads to a dilemma in resource-
poor African countries: On the one hand,
the only way to solve the problem of na-
tional and household food insecurity over
the long term is through sustained and
broad-based economic growth. On the
other, people are poor and hungry today
and pockets of poverty are likely to per-
sist. These households and individuals
may need targeted support. However,
providing such support on a reasonable
scale diverts resources from investments



needed to increase long-term growth. In
short, there may be a tradeoff between
what is needed to solve the poverty prob-
lem in the long run, and to cope with the
depth of poverty in the short-run. There
are no easy solutions to this dilemma.

Lessons from Experience

It is becoming clear that, in the poorest
African countries, reforms which raise
foodgrain prices probably increase in-
comes directly only for those farmers in
the mid- to high-income range, farmers
who already produce a marketable sur-
plus of foodgrains. Itis also clear that the
poorest farmers, who do not currently
have the capacity to increase production
significantly in the short-term and who
have to buy food, could be hurt further by
rising market prices. Thus it is possible
that price increases intended to increase
production over the long term can de-
crease consumption for some groups in
the short term. This suggests that tar-
geted food aid to help vulnerable groups
might be desirable.

Unfortunately, there are a number of
problems with providing targeted food
aid in Africa. Experience has shown that
direct feeding programs in Africa have
been extremely expensive and, in most
cases, ineffective in addressing long-term
nutritional problems. The extra food sup-
plement for a targeted recipient (e.g.,
small child) often simply releases that
recipient’s normal share for someone else.
The costs of transporting food-for-work
often outweigh the wage value of the com-
modity. Finally, income supplements or
more broadly-targeted food subsidies are
often too expensive to be borne by African
governments in financial distress.

A.L.D. Programs

We have no clear answers to this di-
lemma. We intend to develop, col-
laboratively with PVQOs, new approaches
to using project food aid for long-term
development. We will also carefully eval-
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uate food aid activities and will draw on
the analyses currently being conducted
under the auspices of the Food Security in
Africa Cooperative Agreement being im-
plemented by Michigan State University
and our Cooperative Agreement with
Cornell University on Structural Adjust-
ment and Poverty. We are committed to
working with other donors and with the
PVO community to develop workable so-
lutions to this problem.

Benchmarks

Over the next two to three years,
A.LD. will develop a system to identify
and track the size, characteristics, and lo-
cation of groups most at risk of food inse-
curity. This is a challenging task as these
groups are likely to vary from year to
year. This will require further refinement
of the famine early waming systems al-
ready in place, to incorporate vulnerabil-
ity to economic factors as well as to
drought.

Likely benchmarks will be:
¢ indicators of child malnutrition;

» estimated costs of minimum diet
compared to incomes, based upon
consumer price indices; and

* household incomes or expendi-
tures.

Target 4-4

Increased agricuitural production and
utilization

Chronic food insecurity can only be
remedied in the long run through broad-
based economic growth which provides
people with enough income to obtain suf-
ficient food to be healthy. Thus growth,
rather than agricultural production per
se, is the key long-term factor. In the
short to medium term, however, in-
creased production and utilization of
local foodgrains is likely :0 be essential to
improve peoples’ access to adequate sup-



plies of food as economic restructuring
for long-term growth takes place.

Lessons from Experience

It has been well-established over the
last fifteen years that policies focused on
increasing domestic agricultural produc-
tion for the sole purpose of attaining food
self-sufficiency are costly and, in many
cases, unviable. For example, families in
Rwanda may most efficiently meet their
calorie needs by producing more coffee
for export rather than by cultivating
beans for home consumption. However,
increasing food production is often an im-
portant element of improved food secu-
rity — both directly (providing more food
to producing households and local mar-
kets) and indirectly (providing income
and wage labor opportunities to both pro-
- ducing and non-producing households).

The interventions which can result in
such increased food production are rela-
tively well-known and tested: an incen-
tive, market-based pricing policy (or, at
least, a policy environment which does
not pose disincentives to food produc-
tion); efficient markets for production in-
puts as well as outputs; focused extension
efforts where new technologies can make
a difference; farmer organizations to in-
crease the flow of knowledge as well as
access to credit supplies; and improved
infrastructure such as farm-to-market
roads. Which of these interventions or
combination of interventions is the most
cost-effective must be decided on a case-
by-case basis.

One area where more information is
needed is the effect of storage and pro-
cessing on food security. Recent experi-
ence suggests that improved storage
either on-farm or in market
intermediaries’ warehouses helps not
only to even out intra-year and inter-year
supply, but can also increase the amount
available by ten percent or more if im-
proved storage technologies are used.
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Evidence on the impact of food process-
ing technologies is less clear, but suggests
that more coarse grains (sorghum and
millet) and higher-yielding maize would
be used if processing capacity were
cheaply and widely available. This draws
attention to the role of industrial as well
as agricultural policy in improving food
security, to the importance of processing
as well as production technology re-
search, and to the importance of reading
market signals to determine what levels of
investment in storage and processing
technologies are appropriate.

A.LD. Program Directions

Food security policies, particularly
with regard to production and utilization
of local food commodities, need to be
more firmly based on empirical informa-
tion. In gathering this information, it is
important to pay attention to the need
both to train Africans in the methods of
policy analysis and to create a demand for
such analysis.

Negotiation of self-help measures in
P.L. 480 agreements provides opportuni-
ties to understand and influence recipient
governments’ priorities in food security.
The continuation of the Cooperative
Agreement with Michigan State Univer-
sity on Food Security in Africa will pro-
vide an additional means for A.LD. to
improve its empirical knowledge on the
impacts of alternative policies on local
production, utilization, incomes, jobs,
and consumption. We also expect this Co-
operative Agreement to support the pol-
icy dialogue on food security more
broadly and to inform the larger decisions
being made regarding the restructuring of
the agricultural sector in many cases.

In addition, the Bureau will continue
to study the consumption patterns and
existing African household strategies for
coping with food shortages. This infor-
mation will be used to ensure that house-
hold-level food security as well as



national production and income goals are
adequately considered. Some policy
changes that might result from this focus
are: (1) the incorporation of inter-year and
intra-year yield stability concepts into
programs of agricultural technology de-
velopment; (2) diversification of produc-
tion systems to reduce risks of shortfalls
and increase capacity to cope when they
occur; and (3) protection of wild crops
which provide a buffer during poor pro-
duction years.

While many of these initiatives have
already been noted elsewhere in this
paper, the current status of food insecur-
ity in the region demands that the need to
alleviate hunger in the short term be rec-
ognized.

Benchmarks

A.L.D. will monitor the following
benchmarks with respect to food security:

» agricultural production;

» diversity of food and nonfood crops
produced;

« availability of agricultural technol-
ogies which explicitly address utili-
zation considerations;

* availability of agricultural technol-
ogies which address stability of
yield, particularly in drought condi-
tHons; and

* level of chronic malnutrition.

IV. A.LD.’s Management
Objectives in Africa

A.LD. as an organization has been
mandated under the DFA to seek out new
ways to improve the coherence and effec-
tiveness of U.S. assistance to the region in
renewing economic growth which is
broad-based, market-oriented, and sus-
tainable. The management innovations
already launched will be continued. To
focus more clearly on accomplishing the
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strategic objectives and targets laid out in
this Action Plan, however, additional
changes in the way A.LLD. does business
are needed.

A Task Force has begun work to sur-
face and debate major long-term modifi-
cations to streamline policy and program
management.

In the immediate FY 8 /FY 90 period,
the Africa Bureau will aim to:

* use the flexibility of the DFA to the
maximum extent by concentrating
resources in programs which are
performing well;

« tie routine management actions
(budgeting, personnel) more closely
to DFA policy and program priori-
ties; and

» put A.l.D.’s resources to work in
collaboration with those of other
donors, both U.S. and African pri-
vate voluntary organizations, and
the U.S. and international business
community in order 0 expand their
impact.

A. Concentrating resources in
which are perﬁ:rming weil

This management objective requires
us to focus on:

 the development of program and
project/non-project vehicles which
permit more flexibility for shifting
funds;

* development and implementation
of performance indicators which
can be applied at the country and
country program levels as well as
for project/non-project assistance;

» possible modifications of documen-
tation requirements to facilitate
both planning for and assessment of
programs, projects, and non-project
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C. Put A.L.D.’s resources to work with
others’ resources

assistance without increasing staff
workloads; and

» searching for means to bring food
aid programming cycles and ap-
proaches into better alignment with
those of the DFA and ESF.

The impact of A.LD.’s financial and
human resources in Africa will be ex-
panded by:

* pursuing co-financing arrange-

B. T;ing routine management actions to
D

A policy and program priorities
For FY 89/90, this management objec-

tive implies that A.I.D. will:

» seek to secure and use multiyear
budget authority;

explore the feasibility of simplify-
ing contracting procedures to facili-
tate program management and free
up staff time for substantive project
management;

accelerate actions to computerize
routine processes (budgeting, pro-
gram information submissions,
etc.), increasing both timeliness and
utility of the information for deci-
sion-making; and

examine staffing procedures to as-
sure that qualified staff are assigned
where their particular skills are
needed.

ments with other donors, bilateral
(e.g., the Japanese) as well as multi-
lateral, and fully contributing to
donor dialogues at the country
level, particularly on key issues re-
lated to the strategic objectives of
the DFA;

strengthening the collaboration
with PVOs (African as well as U.S.)
by undertaking more joint program-
ming at the country level, pilot ac-
tivities in new areas (e.g., natural
resource management), and an en-
hanced liaison and support effort at
the Bureau level;

creatively and aggressively imple-
menting the debt-for-development
provisions of the FY 89 legislation,
thereby mobilizing more local re-
sources for short-term program-
ming; and

exploring options for further in-
volvement with the U.S. and inter-
national business community in
private sector development.



