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Ekecutive Summary 

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

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

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

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

. administrative changes associated with the Fund have improved AID'S 
ability to deliver development assistance, and 

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

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

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

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

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

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

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

Principal F indings 

Stability of Funding 

” 

Bilateral development assistance to Africa increased from  $394.6 m illion 
in fiscal year 1987 (before the Fund) to $673.3 m illion by fiscal year 
1990, the 3rd year of the Fund. Africa’s relative share of the US. world- 
wide development assistance budget also increased from  3 1.3 percent in 
fiscal year 1987 to 43.1 percent by fiscal year 1990. However, while 
development assistance to Africa increased, other economic assistance, 
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such as economic support funds and food aid declined, resulting in a 
lower level of economic assistance in fiscal year 1990 than in any of the 
preceding 8 years. Department of State and AID officials attribute this 
decline to changing U.S. priorities worldwide. Also, total U.S. bilateral 
economic assistance declined during this period. 

Implementation Consi 
W ith Congressional 
Guidance 

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

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

GAO found that the absence of functional accounts for Fund activities 
has facilitated needs-based planning. M issions now have significantly 
more flexibility to (1) consider a country’s specific development needs, 
undistorted by funding levels in separate functional accounts; 
(2) pursue cross-sectoral projects that address a variety of development 
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needs; and (3) shift or reprogram  funds as needed to address changing 
circumstances in developing countries. M issions GAO visited have used 
this flexibility to more efficiently and effectively use program  funds. 

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

Recommendations 
. 

. 

GAO recommends that the Administrator of AID 

evaluate the Fund procurements to date to determ ine whether AID'S 
“buy American” guidance was indeed too restrictive and, if necessary, 
make appropriate revisions to the Fund procurement guidance to take 
greater advantage of the procurement flexibility the Congress provided 
and 
provide m issions in Africa with additional guidance for measuring the 
impact of the Fund by (1) describing appropriate approaches or tech- 
niques for m issions to use in analyzing baseline and monitoring data and 
(2) addressing issues m issions should consider in evaluating the sus- 
tainability of the Fund program  and project impacts, 

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

Introduction 

African Economic 
Development setbacks. Per-capita income declined in some countries by more than 

26 percent. In fact, 13 of the region’s countries-representing one-third 
Regressed in the 1980s -had lower per-capita incomes in 1989 than they had ;: i;d~;g$iin the 1960s 

The problems of African countries in the 1980s were caused by a variety 
of external and internal factors. An important external factor was a 
decline in export earnings. In the 19809, the prices of Africa’s main 
exports plummeted. Several countries, dependent on selling only a few 
key products, were unable to switch to other exports. This situation led 
to major reductions in commercial loans to African countries, but large 
increases in official bilateral and multilateral loans left most of the 
region’s countries with major debt problems. According to the World 
Bank,2 commercial capital flows to the region declined quickly from 
$8 billion in 1983 to less than $1 billion in 1986. Noncommercial capital 
flows-loans from bilateral and multilateral donor organizations- 
increased to record levels in the 1980s. The debt burden reached crisis 
proportions in more than half of the region’s countries, During 1980 
through 1988,26 African countries had to reschedule their debts with 
creditors a total of 106 times, and overall, Africa’s debt grew faster than 
that of any other developing region. With Africa’s debt at 100 percent of 
gross national product and more than 360 percent of export earnings, 
the region was more indebted than any other part of the world in 1989. 
(See fig. 1.1 for a map of the African countries). 

IIn this report, the term “Africa” refers to the 47 countries south of the Saharan Desert. In 1986, 
these countries accounted for approximately 86 percent of the African continent’s people. 

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

Page 8 GAO/NSW91-127 Development Fund for Africa 



Chapter 1 
Introductton 

Figure 1 .l: Countries South of the Saharan bebert 
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Chapter 1 
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Economic problems in African countries were also caused by internal 
factors, including poor economic policies. That is, African governments 
pursued economic policies that hindered growth, such as currency 
restrictions, price controls, trade barriers, budget deficits, and a high 
level of state control over the economy. Both African governments and 
the international donor community have acknowledged the negative 
effects of such policies on the economies of African countries. 

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

As a result of these problems, Africa remains one of the poorest areas of 
the world, with hunger and malnutrition prevalent throughout the 
region. The agriculture sector, which accounts for most of Africa’s eco- 
nomic activity, continued to decline, and per-capita food production con- 
tinued to fall in the 1980s as it had in the 1970s. According to World 
Bank estimates, 26 percent of Africa’s population faces chronic food 
shortages. 

Health conditions in Africa remain among the worst in the world. 
African countries have the highest infant mortality rates in the world. 
In the poorest African countries about 26 percent of all children die 
before the age of 6. According to one 1986 estimate, only 66 percent of 
urban and 26 percent of rural residents had access to safe drinking 
water. In 1987, life expectancy in African countries was the lowest in 
the world-49 years for males and 63 years for females. 

Africa’s situation is further exacerbated by rapid population growth. 
The population growth rate, perpetuated by a variety of social and eco- 
nomic reasons, is the highest in the world, with very few prospects of 
reductions in the medium term. According to a World Bank study,3 the 
population of Africa, if uncontrolled, will triple by the year 2026. Popu- 
lation growth aggravates the growing unemployment prevailing in 
Africa’s depressed economies. The high rates of population growth 
require that Africa’s economies and social services progress rapidly just 
for living standards to remain at current low levels. Otherwise, the edu- 
cational and health care systems will become increasingly overburdened 

3World Bank, Poverty, Adjustment, and Growth in Africa (April 1989). 
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as slums expand, health deteriorates, illiteracy and malnutrition 
increase, and a culture of poverty is perpetuated. 

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

The deteriorating economic and social conditions in Africa undermined 
development assistance activities of the United States and other donors. 
In addition, these conditions occurred when the federal budget crisis 
threatened to reduce U.S. assistance to Africa. These factors, and the 
desire to increase the flexibility of U.S. assistance, prompted the admin- 
istration and the Congress to create a special appropriation for develop- 
ment assistanceV4 This appropriation was placed in a special account 
called the Development Fund for Africa (DFA), which is administered by 
the Agency for International Development (AID). DFA became effective 
with enactment of the omnibus fiscal year 1988 joint resolution 
(P.L. 100-202, dated Dec. 22, 1987). 

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

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

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

4Development assistance is one of three major types of foreign economic assistance provided to 
Africa by the United States. The other two ty-pes-economic support funds and food aid-are dis- 
cussed later in this report. 
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Africa. In addition, funds were not appropriated to functional accounts 
(such as agriculture or health) to provide AID more flexibility in planning 
and implementing development assistance projects. 

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

Objectives, Scope, and The Chairman, Subcommittee on Foreign Operations, Export Financing, 

Methodology and Related Programs, House Committee on Appropriations requested 
that we review DFA. Our objectives were to determine whether 

l DFA has provided a stable source of funding for Africa, 
. AID has implemented DFA consistent with congressional policy guidance, 
l administrative changes associated with DFA have improved AID'S ability 

to deliver development assistance efficiently, and 
. AID is effectively planning evaluations to measure the impact of DFA on 

African development. 

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

We also visited AID missions in Kenya, Malawi, and Senegal. We selected 
these because they were 3 of 23 priority missions for AID's implementa- 
tion of DFA. In addition, these missions received relatively high levels of 
DFA funding and represented different regions of Africa. Also, AID head- 
quarters officials stated that these missions have large and stable 
programs. 
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