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EXECUl-3-VE SUMMARY 

U.S.  A I D  e:.:per~diLu~-ec, for. FY1 .987  in the pro.ject 
portfolios of the Kenya, Malawi, Rwanda, Mali and Senegal 
Missions were evaluated under the Sector Assistance 
Reporting System (SARS).  The SARS methodology measures the 
distribution of expenditures between public and private 
sector activities. Aggregate expenditures for these five 
missions were B121,675, i300. Of this s u m ?  651, iElL:.,O(:jO or 
42.1% was for the purpose of promot.ing private enterpr ise 
development. 

Only $1,238,006 or 1% of aggregate expenditures 
(2.4% of all private sector expenditures) were disbursed 
directly to indigenous private sectur entities for private 
sector purposes. Hast country governments were the largest 
direct recipient of U.S. AID devoted to private sector 
development. They received over half of all private sector 
expenditures ($31,173,000 or 60.1%). 

While the bulk of private sector expenditures 
were allocated to private sector end-users (814,369,000 or 
11.8% of all expenditures) and policy dialogue activities 
($24,313,000 or 20.0% of all expenditures), a few large 
project expenditures account for the vast majority of these 
monies. Thus, such expenditures are not widely-distributed 
throughout the mission's portfolios. 

Similarly, Economic Support Funds, while making 
the largest dollar contribution to private sector 
development ($28,660,000 or 78% of private sector 
expenditures), were concentrated in a few programs devoted 
almost exclusively to policy dialogue. Development 
Afjsifjtance expenditures, although smaller (912,438,000 or 
28.8% of private sector expenditures), were more widely- 
distributed throughout the mission portfolios. In this 
connection, see Strategic Recommendation No. 4 (pg. 34). 

Largely due to imaginative use in Senegal and 
Mali, Centrally-Funded and PL 480 programs had significant 
expenditures in support of private sector promotion. This 
was achieved through policy dialogue in ways that affect a 
broad range of activities, including privatization of 
agricultural input deliveries. 

Notwithstanding the current percentages of U.S. 
AID expenditures devoted to private enterprise in the 
subject mission portf~lios, there are opportunities through 
innovative thinking, as was illustrated by some projects, 
to increase the amount and scope of expenditures intended 
to encourage private enterprise. 



I. INTRODUCTION & METHODOLOGY 

During May, June and July 1988. EMA St Assaciate~i 
(KPIA) compiled available and relevant informat-ion 
concerning U.S. AID expenditures in the countries of Kenya, 
Maiawi, Rwanda, Mali and Senegal and conducted trips to 
these countries to evaluate their portfolios under the 
Sector Assistance Reporting System (SARS). This report 
out 1 ines I<MA1 s f ir'luings arsd recornmendat ions. 

The in-country project evaluat-ions confirmed 
KMA's earlier findings in evaluating U.S. AID expenditures 
for FY1985 to promote private sector development. KMA's 
Final Report in March 1986 (Contract No. PPC-0092-1-00- 
4045-00) stressed the following: 

Given the multiplicity of socio-economic and 
political systems among aid-recipient countries, 
a single all encompassing approach Cto stimulate 
and strengthen the private sector in developing 
countries] would not be appropriate. Rather, 
strategies for each country must be developed and 
perfected. 

Each country evaluated in Africa was at a 
different level of private sector development and had 
different colonial histories, different physical resources, 
different political and economic institutions and different 
social perspectives. Accordingly, each has different 
development needs. 

It would be unfair in comparing mission 
portfolios to rely solely on the level of expenditures 
devoted to promoting private sector development. 
However,it is clear that some types of expenditures can be 
employed in more than one mission to implement U.S. AID'S 
private sector policy goals. Other expenditures appear to 
contribute to the achievement of those goals only in unique 
country-specific situations. In addition to evaluating 
mission portfolios, this report will seek to identify 
expenditures that could have multi-mission application. 

It should be noted that SARS is designed for the 
specific purpose of measuring the actual flow of 
expenditures in a given year that were devoted to 
encouraging indigenous private sector development. There 
is a basic assumption that such expenditures, designed to 
evoke change in host country socio-economic and political 
systems and the condition of the indigenous peoples, have 



their intended impact. 

Policy, regulatory and administrative changes 
n~rmzlly require mure than a single year to have an 
observable impact. In order to assess whether private 
sector development 0b.jectives are actually being achieved 
through given programs, additional data collection and 
analysis would be necessary. 

A briei butline of the SARS rneth~dological 
approach will facilitate understanding of the analysis 
employed in evaluating the subject African mission project 
portfolios. Under SARS, annual expenditures (FYI987 in 
this case) were analyzed and divided into four categories 
(based on who was the "initial. recipient" of U.S. AID'S 
disbursements! and which are further divided into five 
subcategories (based or! whu was the "end-user" and/or what 
was the intended purpose of the expenditure). 

The initial recipient heading is divided into 
four mutually-exclusive categories: 

A. Private sector entities in the host country. 

H. Private voluntary organizations, non- 
governmental organizations, and universities 
(hereafter collectively referred to as 
PVO/NGO/University) : 

C. Host country government entities, regional 
public sector entities, mixed public/private 
ownership entities and parastatals . 
(hereafter collectively referred to as the 
public sector or host government); and 

E. U.S. and other country private sector 
firms under contract to U.S. AID or to the 
host government. 

Within categories A, 3, C and D, there are sub- 
categories to classify expenditures according to the 
ultimate end-user and/or the intended purpose for which 
they are to be used. These subcategories are: 

1. Intended purpose of assistance is to promote 
private enterprise the end-user of the 
funds is a private sector entity; 

2. Intended purpose of assistance is to promote 
private enterprise AND the end-user of the 



funds is a private sect.nr entity: 

3. Intended purpose uf assistance is fnr 
inirastructure development or for the 
general enhancement of human resources which 
contribute indirectly to private sector 
development. 

4. Intended purpose of assistance is to 
influence change in host country policies 
through "policy dialogue," for the purpose 
of promoting private enterprise, or to fund 
studies bearing on private enterprise 
development: and 

5. Intended purpose is for traditional public 
service, non-private sector policy dialogue 
or studies, humanitarian and social welfare 
programs, including infrastructure and 
training related to these purposes. 

The distribution of monies among these afore 
mentioned categories and subcategories in the five mission 
portfolios is analyzed below. The expenditures recorded 
included those from Development Assistance projects, 
Economic Support Funds, PL 480 and Centrally-Funded 
programs. 

Mission personnel were asked to review the SARS 
Manual to familiarize themselves with its definitions and 
methodology. KMA found such preparation to require about 
two hours of effort to master the SRRS concepts. While EMA 
had completed draft SARS forms prior to its trips, SARS is 
designed to be self-administered. Io reviewing expenditure 
classifications in the missions, occasional changes were 
necessary. KMA's field work with African Missions revealed 
that completion of SARS forms could be expected to take 
less than an hour per project. Speed increased as U.S. AID 
personnel became more familiar with the SARS process. 



11. KENYA PROJECT FORTFOLIO EVALUATION 

U.S. AID assistance in Kenya during FYI937 
total led approximateiy $27,899,000, nearly ha1 f uC which 
(812,887,000 ur 46.2%) w a s  devoted to promut ion af pr ivate 
sector devlnpment. A very zmail FGrtion of these 
expenditures were disbursed directly to Kenyan private 
sector entities (Cat. A expenditure= are less than 0.3%)*; 
;:a:- ever;? .3 la!-ge percentage was devoteci to private sectnr 
end-users with the intended purpose of promoting private 
enter-pisise (Subcat. 1 e:cpenditures totalled $11, 111,0;30 
accounting for 86.8% of private sector expenditures)*. 

The Kenya Mission po.rtfolio for FYI987 was 
coi;\pr l.c,ed nf 23 progi.ams, E i i i  wh3.ckr had some can:pnnent 91'' 

s p e r i t i i n g  designed tu t'ncu~.\raqe indigenous c r  ivate 
enterprise. These private sector programs were largely 
found among "development assistance" projects, as discussed 
below. No "centrally funded" or PL 460 programs showed 
taxpenditures devoted to p r  ivate sector development 
purposes. 

The predominant share of assistance promoting 
private sector development for FYI987 in Kenya was in the 
form of Economic Support Funds (ESF) accounting for 
$9,673,000 or 75.1% of expenditures designed to support 
private sector development. These expenditures were all 
made in a series of grants under the same project 
"Structural Adjustment Program Grants" (615-0213) to 
provide balance of payments and budgetary supports. 

Interestingly, this project and one other 
"Private Sector Family Planning" (6i5-0223) w i t h  81,336,000 
in FY 1987 expenditures intended ultimately for Kenyan 
private sector end-users were funded through initial 
djsb\.!rsements directly to U.S. private sector entities 
(Cat. Dl)*. Thus, $11,090,000, constituting 39.7% of all 
mission expenditures and-85.4% of those expenditures 
specifically promoting private sector development,are 
classified in Category Dl. 

The Kenya Mission's heavy expenditures under 
Category Dl offers multiple benefits. First, a large 
amount o f  money ultimately makes its way ta Kenyan private 
sector end-users. Second, these monies are managed by U.S. 
entities, t.hereby reducing the possibility that program 
effectiveness will be diminished by local governmental 
administrative expenses or distribution of funds on 

9 See SARS Worksheet appended to this report. 
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pol it.ical r a t h e r :  Cisar t  purely e::crnamic consider.at iol-is --- 
1.e. . oppar-.i-u1-1:ities for; "ci-ar~.; capi*Lai.ism." 'I-l-iird, t h e  bu1.l:: 
3 j t h e s e  e>:~end i i , u r . e s  j lofi [:!ack t,o tt-#e IJ. 5;. ~ j r  i~ i2 t . e  :z"ct-atL 
j.,-.oi.-. .. , ~ . c : h  .- !-r. izi. & l C  !:ru!-.ciia-sieci cofnmncj.t.ie.s , t o C a l i n c i  
ci; 9 6 7 5 ("' " 

9 , -:c)i urjcier- tije "Str;uc.ti.trai & d j  ustment Fr.u~r;afij  &r=aii t ~ i "  
pvcj-,jec:t ( &  15--82 1.3) 

i-hese two mission pr ogr-ailis total 1 irtg N I ,  0'7C), 000 
and the PL 480 program expenditures of 89,292,000 a1 located 

. . . t<-j ; l~:.sj .: , i ,  :e.:?c:'i,$;j!. ::.c!:;?r\di!..:a ( [ j F < ) . N ,  : + ] p ~ e  ~ i ~ c : c j t ~ r ~ f . .  { ~ i .  

$2<;]. 582, ;:)<jCj, cjp 73. 3% f t #en y a fi i 5s i or-, ' $27, Ei99 ? i30i1) 
p o r t  in f-"'f 1987, 

The remainder of the mission's portfolio was 
largely found in development assistance expenditures and 
runt.ributicns ta cent.rally-funded programs. Review of 
t ! ~ e s e  !=>:~!er?d i tui-ec; shows a more-wide;. y (3 isbursed al locat ion 
of expenditures among SARS categories with public sector 
expenditures exceeding those promoting private sector 
development by a niargin of about 2-to-1. 

1. Development hssistance 

The Kenya Mission funded 16 separate bilateral 
programs in FYI987 total ling 88,411,000. These 

, expenditures were allocated primariiy to public sector 
programs total 1 ing 85,197,000 (61.8%) with 63,214, 000 
(38.2%) dedicated to development assistance programs that 
were intended to promote the Kenyan private sector. 

Approximately equal amounts flowed to private 
sector entity end-users (Subcat. 1 expenditures were 
6 1.508,000 or 17.8% of  development assistance) r and into 
programs that more indirectly encouraged private enterprise 
(Subcat. 2 $4 3 expenditures were B1,703,000 or 20.4% of 
development assistance)*. 

The bulk of development assistance flowing to 
private sector entity end-users was through one project 
"Private Sector Fami 1 y Planning" (615-0223) where 
expenditures totalled 81,336,000. This project which 
privatizes family planning efforts may serve as a model for 
other missions where there are large family planning 
expenditures handled by the public sector and where there 
is a relatively large, well-established private sector. 

Similarly, a single project "Rural Private 
Enterprise" (615-0220) accounted for 61,529,000 of indirect 
----------------------------------------------------------- 
* See SARS Worksheet appended to this report. 



assi5tance intended to encourage private sector development - (S~tbCat. 2 & 2.)*. This latter project also should be 
closely sc:rutinized for application to other mi.sr;ions, 
because it is designed ta cr=eate 51 new businesses and 5500 
new jobs directly with an additional 900(:) indirect. .jobs 
created. Local funding is incorporated and the pro.ject is 
intended to be self-financing in 1993. 

There was very little in the way of policy 
dialogue expendii-ures (Subcat. 4 total led only $2,000 or 
less than 0. 1% of development assistance expenditures) *. 
These low Subcategory 4 expenditures could be a result of 
the relatively higher level of government acceptance in 
Kenya of policies that encourage the private sector. Thus, 
programs and incentives to change policy may not be as 
necessary in Kenya as in other deveio~ing nations which 
have little history or experience with market economies. 

I 
Fully 13 of the mission's 16 development I 

assistance projects had some component of publ ic sector 
expenditures total 1 ing $5,197,000. Nine pro.jects were 
dedicated exclusively to public sector activities. Most 
dealt with training, Ag research and infrastructure, 
technology transfer and family planning. One project 
"Family Planning Services and Support" (615-0232) accounted 
for slightly more than half of development assistance 
supporting public sector activities. 

As illustrated by the "Private Sector Family 
Planning" project (615-02231 discussed above, innovative 
program design can lead to promotion of private enterprise 
even through programs that appear on their face to involve 
essentially public service activities. 

2. Economic Support Funds 

There was only one ESF project in the Kenya 
Mission portfolio -- "Structural hdjustment Program Grants" 
(615-0213) -- with $9,891,000 in FYI987 expenditures. As 
noted in the general discussion above regarding the mission 
portfolio, this project provided a large amount of money 
1$9,673,000) to indigenous private sector end-users 
(Subcat. Dl)* with $218,000 allocated to public sector 
activities. 

Because the initial recipients of the 
expenditures were U.S. private sector entities (Cat. Dl*, 
this program's expenditures contributed both to Kenyan and 
--------------------------------------------------------- * See SARS Worksheet appended to this report. . 



U.S. private enterprise. Additionally, although the 
project is implemented by the Governr~erit of Kenya, two U.S. 
cun.tr actars man i tc31- comr!lodi ty purchases and orie provides 
technical assistance. This arrangement is likely to ensure 
grester accountabi 1 ity and administrative ef i iciency. 

-.-. ~ n e  n~a,jQr cauticin in evaluating ELSF expendituvr...; 
is to avoid double counting of local currency generation 
resulting from U.S. AID'S initial disbursements. Only 
initial dollar expenditures should be counted and 
classified. 

FYI987 expenditures in Kenya under PL 480 Title I 
totalled $8,000,000 and under PL 480 Title I1 totalled 
51,292,000. Expenditures under both titles were made to 
U.S. agribusinesses to support general public service 
activities. Title I expenditures were devoted to balance 
of payment and budgetary support and Title I1 provided 
humanitarian food aid to the needy. Thus, expenditures 
under both were allocated to Category D5. Given the nature 
of the FL 480 program, this classification would be 
typical. 

4. Central lv-Funded 

There were nine centrally-funded projects 
involving the Kenya Mission; however, the mission had 
available information for only four such projects. These 
indicated expenditures of $305,000 allocated entirely to 
supporting public sector activities. Two projects 
accounting for only S14,OUO were disbursed through the 
PVO/NGO sector (Cat.B)* and the remainder through the 
government (Cat. CI*. There is no indication that any of 
the centrally-funded programs involving Kenya have any 
private sector component. 

* See SARS Worksheet appended to this report. 



111. MALAWI PROJECT PORTFOLIO EVALUATION 

U.S. RIG assist-ance in Malawi during FYI987 
totalled approximately 814,927,000, over half of which 
($11,040,000 or 55.4%) was devoted to promotion of private 
sector development. None of these expenditures were 
disbursed directly to Malawi private sector entities to 
promote private sector development (All Cat. A expenditures 
were a1 located tc ScthCat.  S crhich accounts fur humanitarian 
and public service activities). 

The Malawi Mission portfolio for FYI987 was 
comprised af 16 programs, 8 of which had some component of 
spending designed ta encourage indigenous private 
enterprise. These private sector prugrams were largely 
found among "devlapment assis'tance" pro.jects. Only one o f  
six "centrally-funded" programs -- "Energy for Small and 
Medium Enter pr ises" (698-0424.121 indicated any 
expenditures for private sector development purposes. 

The bulk of expenditures devoted to private 
sector development in the Malawi mission flowed through the 
Malawi public sector (-4i7,919,000 or 71.7% of private sector 
expenditures werte made to government entities as the 
initial recipients -- i.e., Cat. C)*. The remainder of 
private sector expenditures were made to PVOs or NGOs 
(28.3% was allocated to Cat. B)*. 

These statistics appear to reflect in large part 
the development status of the country. In Malawi, there is 
little in the way of a private sector infrastructure which 
can handle direct receipt of U.S. AID funds, but the 
Government of  Malawi i s  receptive t o  private sector 
development and is willing to participate in the promotion 
of private enterprise. 

While the PVO/NGO sector is devoting its energies 
largely to humanitarian and public service activities 
(Subcat. BS totqlled $3,461,000 accounting for 17.5% of 
total U.S. AID expenditures in Malawi and over half of the 
disbursements to PVOs/NGOs)*, it does serve as an important 
channel for private sector training funds under one large 
project -- "Polytechnic Engineering Expansion" (612-02011 
which totalled $2,441,000 in Subcategory J33* (accounting 
for 12.2% of total U.S. AID expenditures in Malawi). 

While there is insufficient evidence to attribute 
the host government's apparently positive perspective 

See SARS Worksheet appended to this report. 



toward private enterprise soiely to U.S. AID programs and 
initiatives, the I.ary~i share of the Malawi. I'lission 
portfolio that is dedicated to " p c l i t ) l  dialogue" (Subcat. 
C4 total led $4,276,000 a!- 21. Si: o i  tnissiori expendituresj r 
would seemingly have a substantial impact on poiicy 
development decisions. 

Most of this pol icy dialogue sum !4;4,3C)(:J!, OOCj) is 
derived from a sinqle €SF program "Fertilizer Subsidy 
Removal " ( 6  12-(32253 which pruvides balance of pavrnents. 
support and technical assistance studies and training. The 
reducticn of subsidies in this key economic sector can have 
broad implications for government policy on subsidies 
across the board. 

This sinqle ESF program also represent5 a goacI1.y 
portion of the Malawi Hission's portfolio oi exper~dltures 
promoting private sector development. Its $4,200,000 
expenditure accounts for 38% of all expenditures classified 
as private sector (Subcategories 1-4)*. 

1. Development Assistance 

The Malawi Mission funded 9 separate bilaterzl 
programs in FYI987 totalling $11,890,000 or 59.6% of the 
mission's overall portfolio. These expenditures were 
divided fairly evenly between private sector programs 
totalling $6,690,000 (56.3%) and $5,200,000 (43.7%) 
dedicated to development assistance programs that served 
humanitarian purposes or assisted Malawi public sector 
activities. 

Expenditures related to almost all of the Malawi 
Mission's 9 development assistance projects were 
exclusively in either the public or private sector 
activities with oniy one having a component in both. Five 
( 5 )  had only private sector components and three (3) only 
public sector. Thus, two-thirds (6 out of 9) of the 
mission's development assistance projects directly 
encouraged private sector development. 

These private sector programs dealt with 
expansion of SMEs (small and medium sized enterprises), 
training and equipment, improvements in trucking industry 
infrastructure, strengthening of research institutions and 
restructuring a parastatal. This approach of having a 
private sector component in many projects rather than 
concentrating most expenditures in a few large pro.jects 
--------------------------------------------------------- * See SARS Worksheet appended to this report. 



enhances the potential for wide-spread impacts on private 
enterprise throughout the host country economy. 

One pro.ject "Folytechnic Engineering Expansion" 
(612-02C)l) accuunted for sl ightly more than one-third o f  
devriopment assistance supporting private sector 
activities. 

Of development assistance t h a t  was ir~tecded to 
promote private enterprise ($6? 690, [:)003, a relatively large 
share flowed to private sector entity end--users (SubCat. 1 
expenditures were S2,911,000 or 43.5% of pr ivate sector- 
related development assistance). It should be noted, 
however, that none of these f,und= were disbursed directly 
to private sector entitie5 (Cat. A!*.  

Of expenditures designed to reach private sector 
end-users to promote private enterprise purposes (Subcat. 
ll*, most monies flowed through government agencies (Cat. 
CI tatalled $2,341,000 or 80.4%) with the remainder 
disbursed to PVOs and NGOs. 

It should be noted, however, that a little less 
than half of the Category C1 expenditures were under the 
"Rural Enterprises and Agrobusiness Development 
Institutions Pro-ject" (612-0214) which disbursed $1,050,000 
to government agencies to help SME end-users expand their 
economic activities. 

This project offered several components of 
spending disbursed through government entities and FVO/NGOs 
that could serve as a model for multi-mission application. 
The project's main i m p a c t  i s  e x p e c t e d  t o  be  on small agro- 
industrial enterprises in rural areas, whose market is 
almost entirely domestic. Some foreign investment is 
expected to be generated indirectly, and a loan component 
is expected to lead to the establishment of 60 new 
businesses and 900 new jobs. While a policy dialogue 
impact was noted, it was apparently expected to follow as a 
result of the intended growth of the private sector, 
because no expenditures were devoted specifically to policy 
dialogue. 

Another project, with a substantial expenditure 
component designed to assist private sector end-users, that 
has potential multi-mission applicability is "Parastatal 
Restructuring" (612-0227). The pro.je~t is a component of a 
larger multilateral effort to support structural 

+ See SARS Worksheet appended to this report. 



ad.justment. Its impact is expected ts, be felt ir! the 
agr icuitctral, indctstr ial, f irsancial ar:d S ~ P V ~ C E I '  ~ecI.or~. 
The project shoctl d help large enterprises (over ?5C! 
ernployeesj e:.:pand into the ioternat-ional rial-.\::etplace as 
well as attract domestic and foreign investment. 

While the Malawi government served as the primary 
conduit for most monies intended to encourage private 
ent-erpr ise arnonq pr ivat-e sectr'3:- e r ~ ~ , : ; g f ~ g ~ ~  ISubCat. 1) +, 
overall expenditures prornot ing pr ivate en-~erpr ise (Subcat. 
1-4)* were about equally divided between government and 
PVOs/NGOs entities. The slightly smaller portion 
($3,121,000 or 46.7%) of private sector expenditures, 
(Subcat. 1-4)* was channelled through PVOs and NGOs (Cat. 
B)*. 6 slight majority of Malawi Mission development 
assistance runds =upporting private enterpr.ise actlvi'ties 
($3,569,000 or 53.3%) were disbursed to Government of 
Malawi agencies (Cat. C ) * .  

U.S. AID disbursements to government agencies as 
a channel to private sector end-users (Cat. C1)* are twice 
as high as those intended to encourage private sector 
development mare indirectly (Cat. CZ, C3 & C4)*. Category 
C1 expenditures were $2,341,000 or 66% of private sector 
spending channelled through the government: whereas, 
Category C2, C3 & C4 expenditures totalled 81,228,000 or 
34% all private sector spending disbursed to the 
government. 

The bulk of Malawi Mission expenditures that 
indirectly promote private enterprise were allocated to 
Category 83*, which focuses on "infrastructure and 
t r a i n i n g "  activity. They totalled 82,441,000, and were 
derived from a single project "Polytechnic Engineering 
Expansion" (612-02011. 

This project could have far-reaching implications 
for Malawi development. Its purpose is to improve and 
expand the country's institutional capacity to produce 
engineers through training, construction, commodities, 
equipment and technical assistance. It alone accounted for 
slightly more than one-third oi the Malawi Mission's 
development assistance portfolio supporting private sector 
activities. 

It should be noted, however, that several Malawi 
Mission pro.jects with smaller expenditures devoted to 
indirect promotion of private enterprise through programs 
......................................................... * See SARS Worksheet appended to this report. 



that do not involve private sector end-users but that 
support infrastructure and training could have broad 
implication for the development of an indigenous private 
sector. The)! are "HuI-a1 En t.erpr ises and Aqro-Bur,iness 
Development Inst itut ions" (612-0214! , "Commerc ial 
Transpot-t" (6  12-(22183 and "Management Assistance to Rural 
Traders" (612-021'7). 

There was very little in the way uf development 
assistance expenditures (976,000) devoted directly to 
policy dialogue promoting changes to encourage private 
enterprise and a market economy. These expenditures 
represented one component of the "Parastatal Restructuring" 
(612-0227) pro-ject. 

However, closer scrutiny of the "Rural 
Enterprises and Agro-Business Development Institutions'' 
prO.]ect (612-0214) discloses that its direct and indirect 
assistance to the private sector is also intended to 
influence policy dialogue through the establishment of an 
investment center for investors which would help 
rationalize the foreign exchange system and tax structure, 
establish a private sector development strategy, eliminate 
government subsidies through partial self-financing, and 
reduce constraints on foreign trade, foreign investment and 
technology transfer. 

2. Economic Sup~ort Funds 

The Malawi Mission's portfolio contained one ESF 
project "Ferti 1 izer Subsidy Removal" (612-0225) which 
provided balance of payments support and technical 
assistance studies and training. This project had FY1987 
expenditures totalling '$4,665,000 of which 84,276,000 was 
to support policy dialogue purposes (Subcat. C4)* with the 
remainder allocated to public sector activities. 

While the technical assistance studies and 
training components of this project could have far-reaching 
effects throughout the economy on private sector 
development, the balance of payments aspect serves the mairr 
purpose of shoring up the economy to facilitate policy 
change and allow time for positive impacts to take effect. 
Attaining discrete goals, such as improving the fertilizer 
input supply system and reducing subsidies, can influence 
government policy-makers to apply similar approaches more 
broadly in the economic system. 
......................................................... * See SARS Worksheet appended to this report. 



3. F'L 480 

T h e  Malawi Missian's portfolio contained nn FL 
480 expend i t . u r e s .  

4. Central 1 y-Funde-d 

There were six (6) centrally-funded projects 
involving the Malawi Mission totalling $3,372,000. The 
private sector component of these expenditures was quite 
small. totalling 8150,000. 

All of these expenditures were in one project -- 
"Energy for Small and Medium Enterpr ises (698-0424.12) . 
Spending to encourage private enterprise was split between 
Categories C1 and C3 with 850,C)00 intended for end-users in 
the private sector {Cl)* and $lc70,000 for private sector 
training {C3)*. 

The remaining projects had expenditures af 
63,222,000 supporting public sector activities, all but 
$140,000 af which was disbursed to Malawi government 
entities {Cat. CSI*. Two projects -- "Small Project 
CSssistance Program" (698-0506.12) and "Ambassador 's Special 
Self -Help Program" ( (698-9901 disbursed 840,000 and 
8100,000, respectively, to private sector entities for 
pub1 ic service and hurnanitar ian purposes (Cat. AS). The 
"Small Project Assistance Program" is implemented by Peace 
Corps volunteers to promote rural development. 

--------------------------------------------------------- * See SARS Worksheet appended to this report. 



IV. RWANDA PROJECT PORTFOLIO EVALUATION 

U.S. AIE assistance to Hwanda during FYI787 
totalled approximately $10,495,000, only a very small 
portlor? of which ($1, 105,000 or li:).S%) vras devoted td 
promotion of private sector development. None of these 
expenditures flowed directly to Rwanda private sector end- 
users to promote private sector development (Cat. Ail*. and 
only r6145,C)CiC~ or 1.4% of all mission e:.:penditurec, 
disbursed to private sector entities for private sector 
development purposes (Cat. A 3  & A4) *. However, there was a 
goodly sum disbursed directly to the private sector for 
humanitarian and public service purposes (Cat. A 5  
expenditures were 81,347,000 or 12.8% of the mission's 
portfulioiu. 

Interestingly,.U.S. 4ID disbursements directly to 
the Rwanda private sector (totalling 61,492,000) are only 
slightly less than direct aid disbursements to the 
Government of Rwanda (totalling 61,697,000). The bulk of 
Rwanda Mission disbursements for both public and private 
sector purposes are made to PVOs/NGOs (Cat. E was 
$3,777,000 or 36.1% of total mission portfolio)* and to 
U.S. private sector and third country entities (Cat. D was 
83,529,000 or 33.5% of total portfol iol*. This strategy 
apparently reflects the relatively undeveloped state of 
both Rwanda's private and public sector entities. 

Considering expenditures devoted to private 
sector development (Cat. 1-4 total 61,105,000)*, the 
predominant initial recipients are F'VOs/NGOs which manage 
6823,000 representing 74.5% of the Rwanda Mission's 
expenditures promoting private enterprise. Next are Rwanda 
private sector entities ($145,000 or 13. I%), followed by 
U.S. private sector and third country entities (882,000 or 
7.4%), with Rwanda government entities receiving the 
smallest share of monies dedicated to private sector 
development (855,000 or 5%). 

The Rwanda Mission portfolio for FYI987 was 
comprised of 21 programs, 8 of which had some component of 
spending designed to encourage indigenous private 
enterprise. These private sector programs were largely 
found among the eleven (11) "development assistance" 
projects. Only one of nine (9) "centrally-funded" programs 
indicated any expenditures for private sector development 
purposes. 

* See SRRS Worksheet appended to this report. 



A s  discussied above, the bulk of e:.:penditures 
evoted to private sector development in the Rwanda Mission 
lowed through the F'VO/NGO sector ($823,000 or 74.5% of - 

private sector expenditures were made to nun-prorit 
entities as the initial recipients -- i.e., Cat. B ) * .  
These were rnastly U.S. nan-profit organizations and 
universit ie5. 

Given the state of development in Rwanda, 
such U.S. entities may be amang the best vehiclrs icjr 
private sector development programs. fin assumption can be 
made that these organizations adhere to "generally accepted 
accounting principles," apply U.S. management skills and 
are more easily susceptible to U.S. AID oversight than host 
country institutions. 

It should be reiterated that al.though these 
private sector expenditures channeled through PVOs and 
universities represent a large amount of the mission's 
private sector spending, they comprise a minuscule portion 
of the entire Rwanda Mission portfolio ($823,000 or 7.8% of 
all expenditures). The PVO/NGO sector has devoted its 
energies largely to humanitarian and public service 
activities. Subcategory B5 totalled $2,954,000 which was 
almost four (4) times the expenditures in Subcategories B1- 
b4*. 

Only a very small amount of the Rwanda Mission 
portfolio is dedicated to "policy dialogue" (Subcat. 4 
totalled $199,000 or 1.9% of mission expenditures and 18% 
of its expenditures allocated to private sector 
development)+. Careful evaluation of Rwanda's development 
level and analysis of program impact would be necessary to 
determine the effectiveness of policy dialogue efforts. 

Most of this policy dialogue sum ($184,000) is 
derived from a single ESF program "Policy Reform 
Initiative" (696-0127) which is expected to have an impact 
on all sectors, especially SHES and enhancement of domestic - 
and regionai market opportunities. While FYI987 
expenditures were small, the LOP figures are expected to be 
$12,000,000. In the long-run, this ESF project focussed on 
policy dialogue is expected to create 5 new businesses and 
100-500 new jobs per year. 

See SARS Worksheet appended to this report. 



I. Development Assistance 

The Rwanda Mission funded 9 separate bilateral 
programs in FYI987 totall.ing $'5,199,00(-5 or a little less 
than half of the mission's overall portfolio. These 
development assistance expenditures were largely dedicated 
to programs that served humanitarian purposes or assisted 
Rwanda public service activities (Subcategory S totalled 
$4,444,000 accounting for 85.5% of development assistance 
expenditures). 

Private sector development assistance programs 
totalled 8755,000 which represented 68.3% of the Rwanda 
Mission's spending devoted to private sector development. 
Six (6) of the Rwanda Mission8.s ten (10) development 
assistance projects had spending components in both public 
or private sector activities with only one having a 
component in both. Two (2) had only private sector 
components and four (4) only public sector. The private 
sector programs were focused on increasing agricultural 
production for market and otherwise strengthening 
commercial agriculture research, training and 
infrastructure. 

One project "Private Enterprise Development" 
(696-0121) with 8431,000 in expenditures accounted for more 
than half of development assistance supporting private 
sector activities. Under this project, 8416,000 was 
disbursed to a PVO to provide Rwanda enterprises with 
technical assistance and training. An additional $15,000 
was devoted to policy dialogue aimed at improving the 
environment for private sector growth (Cat. 1-4)s. . This is 
the mission's only policy dialogue expenditure other than 
those through ESF program expenditures discussed in detail 
below. 

Another project "Cooperative Credit and Training" 
(696-0122) with $82,000 in expenditures was the only other 
development assistance project that was intended solely to 
promote private enterprise. The SARS classification of 
this project is an anomaly, because contrary to the general 
definition for SARS purposes Agency-wide, that cooperatives 
are non-profit enterprises and fall into Category B*, 
cooperatives in Rwanda are considered profit-making 
entities more closely related to the private sector. 

This demonstrates the need to reiterate that 
there can be exceptions to SaRS definitions, in which case 
a rational allocation should be made but explained. The 
system is designed to contemplate such anomalies through 
......................................................... 
+i See SARS Worksheet appended to this report. 



the use of "clarifyiny ccmments" in Column 4 of the SARS 
Form. 

The csnly other project with a significant private 
sector component that is noteworthy is "Fish Culture" (696- 
0112) with $88,000 for infrastructure and training purposes 
(Cat. I331 *. Whi le this private sector component was 
limited to technical assistance, there is a larger public 
service component of spending (Subcat. 5 expenditures were 
$259,000) that could ul.timately accrue to the encouragement 
of private enterprise. The approach taken should be 
considered for multi-mission application. 

The overall goal of the "Fish Culture" project is 
privatization, and using market approaches, yields of fish 
have tripled. These results could influence government 
policy and other proqra~n decisions. This project also 
illustrates how given the development level of a host 
country, public sector expenditures can be designed to 
influence private sector development. 

A s  discussed above, the vast majority of 
development assistance funds to the private sector (Subcat. 
1-4)* was channelled through PVOs and universities (Cat. 
El*. These expenditures totalled 8723,000 or 95.8% of 
development assistance expenditures promoting private 
enterprise. 

2. Economic Support Funds 

The Rwanda Mission's portfolio contained one ESF 
project "Policy Reform Initiative" (696-0127) with $184,000 
in expenditures, all of which was allocated to policy 
dialogue activities. This project is only one of two 
showing any disbursements ($18,000) directly to initial 
recipients in the private sector for the purpose of 
promoting private enterprise. 

These ESF monies were channelled through the 
PVO/NGO sector (Cat. B)* and through U.S. private 
enterprises (Cat. Dl*, but not through Rwanda government 
entities (Cat. C)*. The Rwanda Mission's ESF expenditures 
are dedicated to policy reform 'with goals of promoting 
growth of SMEs, rationalizing Rwanda's foreign exchange 
regime, reducing the fiscal deficit, expanding the tax 
base, and reducing the role of parastatals. 

On the surface, it seems that the Rwanda 
......................................................... * See SARS Worksheet appended to this report. 



Mission's ESF program is results-oriented in terms of 
influencing broad change in the economy. The program 
attempts to avoid short term objectives, s ~ ~ c h  as merely 
. ;haring uls the economy to facilitate policy change. It 
attempts to allow time Cor positive impacts to take effect. 

This ESF program may have broader application 
than just Rwanda. The approach taken could have multi- 
mission application. The project is designed to impact all 
sectors, targeting Si'lE's in r.urSal and urban locaiions, in 
particular. The pro.jrct is also intended to affect a wide- 
range of business climate issues. Discrete goals include 
market development and the creation of five ( 5 )  new 
businesses and 100-500 new jobs annual ly. 

FYI987 expenditures in Rwanda under PL 480 Title 
I1 totalled 82,844,000. Expenditures were made to purchase 
commodities from the U.S. private sector (Cat. Dl* for the 
purpose of providing humanitarian food aid to the needy. 
There was also some effort to increase local food 
production through training and education. Typical of the 
PL 480 program, these expenditures were all classified as 
humanitar idn or public service (Subcat. 5 )  *. 

4. Centrally-Funded 

There were nine (9) centrally-funded projects 
involving the Rwanda Mission with expenditures totalling 
62,268,000. The pr ivate sector component of these 
expenditures was very small totalling 8166,000 or 7.3% of 
all centrally-funded expenditures. 

Spending intended to promote private enterprise 
was concentrated in two projects --"African Manpower 
Development I I " (698-0433.23) and "Ambassador Is Special 
Self-Help Program" (698-95'07). Expenditures for "African 
Manpower Development 11" were $39,000 for training through 
a government entity (Cat. C3)*. Expenditures for 
"Ambassador's Self-Help" totalled $127,000 for a variety of 
special projects through a local cooperative for 
infrastructure development and employment opportunities 
(Cat. A3)*. 

One centrally-funded project that may deserve 
broader attention is the "Gituza Forestry" program (698- 

* See SARS Worksheet appended to this report. 



0502ii32! with 8764, i:)i_!!0 in e,:penditures. A ?  thc~uql-: these 
monies were classif i ~ d  for FYI987 as humanitarian in nature 
ta help refugees meet fuel requirements (Cat-. CSI*, they 
have other components that will increase domestic 
investment and promote a mure positive business 
environment. The stove manufacturer that is now being 
supported may be self-sustaining at PACD. Given the 
development conditions in Rwanda, this sort of  project that 
establishes a base for private enterprise may be more 
useful than more distinctly private sector proqrarns that 
might be premature. 

* See SARS Worksheet appended to this report. 
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V. SENEGAL PROJECT PORTFOLIO EVALUATION 

U. S. AID a s s i s t a n c e  i n  Senega l .  d u r i n g  F Y  1.987 
tlz~tal l e d  approxir11at;ely $39, 19'3,0(:)(:), 41 .  3% 111f which 
($16, 191,(:)(:)(:):) w a s  d e v o t e d  t o  pr13ritutiot-i o f  p r i v a t e  s e c t o r  
d e v e l  upment . Nlsne 13f t h e s e  e s p e t ~ d  i t u r  es f  1 owed d  i re#: t 1 y  t ~ s  
pr i v a t  e s e c t  or e n t i t y  e n d - u s e r s  f  111r t h e  p u r  piase 12 f  
p r o m o t i n g  p r i v a t e  s e c t o r  deve l l~pr i l en t  ( A l l  C a t .  A 
e x p e n d i t u r e s  were a l l o c a t e d  t11 Sublzat .  5 which s u p p o r t s  
h u m a n i t a r i a n  a n d  p u b l i c  s e r v i c e  a c t i v i t i e s ) .  

T h e  S e n e g a l  M i  ssi un p u r  t f  1~11 i 13 f o r  F Y  1987 w a s  
c o m p r i s e d  o f  32 p r o g r a m s ,  six ilf whicti  h a d  s 1 3 m e  cl3mponent 
nf s p e n d i n g  d e s i g n e d  t o e t i c ~ ~ u r a g e  i tidi g e t l a u s  p r i v a t e  
e n t e r p r i s e .  T h e s e  p r i v a t e  s e c t u r  p r i l g r a r i ~ s  w e r e  
d i  s t r i  b u t  ed  w i t  1-1 13ne i n  " d e v e l i ~ p r i ~ e t i t  a s s i s t a n c e ,  " and  t w o  
i n  EST, o n e  A f r i c a  E c ~ ~ n o m i c  P ~ ~ l i c y  Ref~Drm Prpgram;  w i t h  twu 
i n  PL 480.  T h e r e  w e r e  tio e x p e n d i t u r e s  e n c o u r a g i  ng  p r i v a t e  
e n t e r p r i s e  ar~i~z~ng t h e  S e n e g a l  M i  ssi i ~ n ?  s t w e 1  v e  C 122 
" c e n t r a l  1 y - funded"  pr13granis. 

The  b u l k  Of e x p e n d i t u r e s  d e v o t e d  t i 1  p r i v a t e  
sector deve1t:lpmetit i n  t h e  S e n e g a l  M i s s i o n  ( $ 1 3 , G 2 2 , i ) 0 0 )  
were d i s b u r s e d  tcl S e t i e g a l  13clvernr11ent a g e n i  i es f o r  p o l  i c y  
d i  a l o g u e  p u r p o s e s  ( C a t .  C4) X u n d e r  t h e  $ 6 , 0 0 0 ,  (300 EST 
program "El=ilnunii c  P o l  i c y  R e f  orri~ F r  ogram I  " (G85-02u31> and  
u n d e r  t h e  PL 4 8 0  T i t l e  I  P r o g r a m  C$7,622,000). A l a r g e  
p a r t  o f  t h e  r e m a i n d e r  C$1,603,(30O) als13 w a s  f o c u s e d  o n  
p o l i c y  d i a l o g u e ,  b u t  e x p e n d i t u r e s  w e r e  d i s b u r s e d  t o  U . S .  
p r i v a t e  s e c t o r  e n t i t i e s  ( S u b c a t .  D4>:* u n d e r  T i t l e  I  n f  t h e  
PL 4 8 0  prl:agrari~. T h e s e  p r o g r a m s  a l 1 3 n e  a c c o u t l t  e d  f o r  94 .  1% 
o f  t h e  S e n e g a l  M i s s i o n ' s  p r i v a t e  sector p i ~ r t f i ~ l i ~ = ~  111f 
e x p e n d i t u r e s .  T h e  r e m a i n i n g  $'320,000 i 1-1 e x p e n d i t u r e s  
i n t e n d e d  ~ I Z I  e n c o u r a g e  p r i v a t e  s e c t o r  d e v e l ~ ~ p r i ~ e n t  w a s  
d i s b u r s e d  u n d e r  a s i n g l e  devel13prnent a s s i s t a n c e  p r o j e c t .  

Review o f  e x p e n d i t u r e s  i n  ttie r i ~ i s s i o n ?  5 pub1 i c  
sect or p o r t  f1=11 i o i n d i c a t e s  t h a t  r n i t s t  were d e v c ~ t e d  t 13 wide-  
r a n g i n g  b a s i c  i t i s t i  t u t  i u n  b u i l d i n g  i n  a g r i c u l t u r a l  
r e s e a r r h ,  r e f c l r e s t a t i c l n  a n d  s l z ~ i  1 c o n s e r v a t j . o n ,  i r r i g a t i o n  
and  water management,  water r e s i l u r  c es deve l13pment ,  
t e c t i t i ~ ~ l u g y  t r a n s f e r ,  a n d  h e a l t h  s e r v i c e s .  

1. D c v e l o ~ m e n t  A s s i s t a n c e  

The  S e n e g a l  M i  ssi on f u n d e d  12 s e p a r a t e  b i  1 ater a1 
p r o j e c t s  i 1-1 FY 1'387 t l3t a1 1 i ng $8, 865,000 c ~ r  22.5% 12f t h e  
......................................................... 
:# See SAES W13rksheet a p p e n d e d  t o  t h i s  r e p u r t .  



m i s s i u n ' s  ~ v e r a l  1 pl>r t  f c ~ l  i i l .  Devel  ~ z ~ p m e t ~ t  a s s i s t a n c e  
e x p e n d i t u r e s  w e r e  1 a i r g e l y  i n  s u p p l s r t  I : I ~  p u b l  i I= s e r v i c e  and 
h u m a n i t a r i a n  a c t i v i t i e s  (SubCat .  55:# w i t h  o n l y  10.5% 
! $920, 000 1) d e v ~ z ~ t  ed  t 13 p r  i v a t  e s e c t  u r  d e v e l  l~lpri~ent . 

T h e s e  l a t t e r  e x p e n d i t u r e s  dev111ted t o  p r i v a t e  
sei to r  p c t r p o s e s  were a1 1 c i ~ n t a i n e d  i n  a s i n g l e  p rc~ . j e l= t  
"C~~mmuni t y  E n t e r  p r  I. se Devel  c~pmet.r't " ( G 8 5 - 0 2 6 0 : )  whi c t i  
s u p p ~ r t  e d  a,n emplc~yee-owned 1  e n d i n g  i n s t  i t u t  i c ~ n  p r o v i  d i  ng 
c r e d i t  to s m a l l  e n t e r p r i s e s .  T h i s  p r ~ = ~ . j e ~ : t  c ~ ~ u l d  h a v e  f a r  
g r e a t e r  i r i ~ p a c t  1311 t h e  S e n e g a l e s e  p o l  i t i c o - e c o n ~ m i l z  s y s t e r i ~  
t h a n  i ts  e x p e n d i t u r e  l e v e l ,  f ~ r  b ~ a t t ~  p u b l  i c  a n d  p r i v a t e  
s e c t o r  a c t i v i t i e s ,  would i n d i c a t e .  T h u s  f a r  t h e  1 3 p e r a t i o n  
h a s  made 3 0 0  l u a t i s  u f  a b ~ ~ u t  $4000 e a c h  a t  24% ra tes  o f  
i n t e r e s t .  I t  is e x p e c t e d  t o  become sel f - s u s t a i n i n g  w i t h  a 
l o a n  p o r t f o l i o  o f  $ 8 0 0 , 0 0 0  t o  $ 1 , 0 0 0 , 0 0 0 .  T h e  c u r r e n t  
p o r t f o l i o  is a b o u t  $600,  (:)00. T h i s  pr~:~ . jec t  may d e m 1 3 n s t r a t e  
t o  h o s t  govervrment o f f i c i a l s  t h a t  s m a l l  e t . r t r e p r e n e u r s  c a n  
b u i  1 d  a n d  manage commerc i a1 lztperat i l:~tis ttiat e n a b l e  t t1en.1 t o  
p r  o f  i t a n d  t ID r e p a y  t h e i r  113ans. :#:# 

2. Economic S u p p o r t  F u n d s  

T h e  Set.rtl-gal M i s s i l : ~ t . r ~ s  p o r t f ~ z ~ l i u  c o t ~ t a i n e d  t w ~ z ~  (:2:) 
ESF pro:tjects t o t a l  1  i ng $7,000,000 i n  e x p e n d i t u r e s  a n d  o n e  
" A f r i c a n  Econorni~z P o l i c y  Refelurn P r o g r a m  I "  (685-02311 
t o t a l l i n g  $6,000,000 w h i c h  were c a s h  t r a n s f e r s  t o  prl=~lm~:~te 
pl=rlicy d i a l o g u e  on ecl~til:ari~il:: l i b e r a l i z a t i ~ : ~ n ,  i n c l u d i n g  
p r  iva t i za t i c1 t . r  o f  a g r i c u l  t u r a l  i n p u t  m a r k e t i n g ,  f i s c a l  
r e f u r m ,  a s  w e l l  as t u  prorllote ref~zlrrn i n  S e t . r e g a l p s  t a x ,  
c u s t o m s  a n d  t a r i  f f s  s y s t e m s ,  real estate  l a w s  a n d  
i t ives tmen t  c o d e .  The  p r t ~ g r a r f ~ ~ s  e n t i r e  FYI987 e x p e n d i t u r e  
w a s  a l l o c a t e d  t u  p o l i c y  d i a l o g u e  a c t i v i t i e s  ( C a t .  C41:t. 

--------------------------------------------------------- 
: S e e  SAES Workshee t  a p p e n d e d  ~ I : I  t h i s  r ep~~t-t . 
:M The m i  ssi o n  a r g u e s  ttiat a t  1 east' t WI:I 13t h e r  d e v c l  ~spnlent  
a s s i s t a n c e  p r o j e c t s  are d e v o t e d  t o  p r i v a t e  s e c t o r  p u r p o s e s .  
P r o j e c t  685--0250 ( M i  1 let  T r a n s f o r m a t  iot.rl f i n a n c e d  s t u d i e s  
o f  p r o c e s s e s  t o  p r o m o t e  i n c r e a s e d  cummer c  i a1 demand f o r  
local ly-gr1~wt . r  m i l l e t .  The  p r o . j e c t  w a s  r a t e d  D5 b y  KMA, a s  
ttie p o s s i b l e  i o t i t i e c t  i o n  b e t w e e n  ttie new p r o d u c t s  a n d  
i tic r e a s e d  c ornmer 1: i a1 i z a t  i IN 1-1 f  1  o c  a1 c e r e a l  s w a s  I: u n s  i d e r  ed 
ts b e  t e n u o u s .  Pr  13 j e c t  685-.02€30 ( I r  r i g a t  i t:an a n d  Water 
Management 1) w a s  d e s i g n e d  t o  i m p r o v e  v i  1  l a g e  i r r i g a t e d  
f a r m i n g  by d e v e l o p m e n t   ID^ p r i v a t e  c u m p a n i e s  c a p a b l e  111f 
c o n s t r u c t  i 0r.r a n d  m a i  n t enan lze  o f  i r r  i g a t  i 1:1ti s y s t e r n s .  The 
p r  ~1 j e c t  e x p e n d i t u r e s  were c l a s s i  f  i e d  as 13 a n d  D 5  L - J ~  KMA 
b e c a u s e  " v i  11 a g e  l e v e l  f a r r i ~ i  rig" is t a k e n  ~ I = I  b e  sc ibs i  s t e t ~ c c  
fa rn l ing .  



FY13G'7 e x p e n d i t c . t r e s  i r . 1  S e n e g a l ,  c.ttideu F'L 4.13!::1 T i . t l c  
I t t ~ t t a l l e d  $'3,271,00(:) a n d  t-tndeu F'L.. 49(S T i t l e  I 1  t i : t t a l ied  
$2,677,(3(:)(3. At1 adr.-jitil=lt~a]. FL. ..~.E(;I expe t id j . t c . [ re  I : I ~  $2,!:>!3!1! l.+la.:j 

r i~ade  f o r  e m e r g e n c y  t r a n s p c t r  t o f  ;Tl:torl. 

T h e  b~tll.:: o f  FL 46C) e x p e n d i t u r e s  ~tncler '  T i t l e  I 
were c o n s i d e r e d  t111 b e  p a r t  p t s l i c y  c - l i a l l q u e  e f f l s i - t s  t t ; o  

p r o m o t e  p r i v a t e  z;el=tlsr d e v e l ~ ~ l p r i ~ e n t  t l - ~ r o u g t i  cl=ttidit i .onal.  
t r a t ~ s f e r s  tl:t t h e  t11s<3t gove r t i r i~e t i t  iSu.l:,Cat. 1:4 t12ta!. led 
$ 7 , 6 € 2 , 0 0 0 ) $ .  A smaller s h a r e  t=tf ' t h o s e  e: . ;petiditure!s wpr- re  
p o l i c y  d i a l o g u e  eff l :#r t  i t i  whic t i  t h e  i n i t i a l  r e ~ = i p i e n t : ;  w e r e  
U.S. p r i v a t e  s e l z t o r  e n t i t i e s .  T h e  p u r p c ~ s e  u f  t h i s  p13rt i .ot i  
~ l f  t h e  e x p e n d i t u r e s  w a s  t-1s p r ~ r i ~ ~ l t  t? 11ereal5 r i l a r k e t  
r e s t r u c t l - t r  i rig (SublZat .  D 4  t o t a l .  l e d  $1, 609, 00(:)>:C. T h e s e  
e x p e n d i t u r e s  r e p r e s e t ~ t  e d  57.2% t-tf t h e  S e n e g a l  Misrii~:tt~~ 5 

e x p e n d i t ~ t r e s  d e v o t e d  t o  p r i v a t e  s ec to r  d e v e l  t~p r r~e t i t  . 
T h e y  p r o v i d e  a ra re  i t i s t a t ~ c e  ~zsf F'L 480 

c x p e t ~ d  i t u u  c s  s p e n t  f o r  t h e  put- p o s e  p r ~ ~ i r i ~ l ~ t t  i IICJ i t id i  g~Tril>u< 
p r  i v a t  e e n t e r p r  i se. T h e  a p p r o a l r  ti u s e d  d e s e r  v+=s c 1 lzlser 
s c r u t i n y  t o  see i f  i t  h a s  mu1 t i - - . n i i s s i l : t t i  a p p l i c a t i o t i .  
E x p e n d i  t1.-tres t-wider T i  t l e  I I p r c tv i  d e d  h u m a n i t a r i a n  fctlr.~d a i d  
t o  p o u r  m 1 2 t h e r s  a n d  c h i  l d r e n .  

4. Central 1 y-Funded 

T h e r e  were t w e l v e  112:) c e n t r a l  1 y - - funded  pr t=~. jec  ts 
i n v o l v i t ~ g  t h e  S e n e g a l  Nizssi~:~ti t.l:ttal 1 i rig $5, 44G, (:)(:)(I. None 
i n v o l v e d  a n y  e x p e t i d i  t u r e s  i n t e t i d e d  t111 pr~:t:lmt=~te p r i v a t e  
s e c t  1:1r d e v e l  ~ spmen  t . 

---------_--_---_----------------------------------------- 
C See SARS MI::#~- k s t ~ e e t  a p p e n d e d  t o  t t l i s  rept::tvt. 

. . .-. .-. .. .. &. 



VI. MALI PROJECT PORTFOLIO EVALUATION 

U.9. AID assistance in M a 1 . i  during FY 1.9E7 
total lea appruximately 828,036,0!:)0, one-third of which 
is?, 521,C;OCl or 34X!  was devoted ta pi-.omation U C  private 
sector development. Few of these expendi t.ures f lowed 
directly to Mali private sector entities for the purpose of 
promotinq private sector development. Expenditures of 
$944? C)OC! to det.jelop inlrast!-ucture and r2rovj.de ti-aining 
were disbursed to indigenous private sector entities (Cat. 
A S ) * .  This represented 9.9% of private sector spending and 
3.4% of the mission's total portfolio. 

The remainder of monies disbursed directly to the 
private sector were allocated to Subcategory fi5+ which 
reports expel-rditures dealing with humani.ta~-ian and put1 ic 
service activities. Given the state of conditions in Mali 
and the relative absence of a private sector, it would be 
expected that humanitarian and public service programs 
would account for the predominant share of U.S. AID funding 
(Subcat. 5 totalled 918,515,000 or 66% of total 
kxpenditui-es) . 

The Mali Mission portfolio for FYI987 was 
comprised of 24 programs, 7 of which had some component of 
spending designed to encourage indigenous private 
enterprise. Three (3) private sector programs were in 
"development assistance" and three (3) in the "centrally- 
funded" portfolio. These accounted for $859,000 and 
8509,000 in expenditures, respectively, totalling 
81,368,000 or 14.4% of all private sector expenditures. 

A single ESF program, however, accounted for t h e  
vast majority of expenditures intended to promote private 
sector development ($8,000,000 or 83.6% of pr ivate sector 
expenditures). This large proportian of expenditures under 
a single ESF program also explains why the bulk of 
expenditures devoted to private sector development flow 
through the Mali public sector ($8,000,000 or 84% of 
private sector expenditures were made to government 
entities as the initial recipients -- i.e., Cat. C ) * .  

The remainder of private sector expenditures were 
channeled through private sector entities ($944,000 in Cat. 
A ) * ,  followed by the U.S. private sector ($603,000 in Cat. 
D l .  6 relatively small share of private sector 
development funds were channeled through 
PVOs/NGOs/Universities ($424,000 in Cat. HI*. 
.......................................................... * See SARS Worksheet appended to this report. 



This rather unusually heavy reliance fin private 
=. .is sector entit.ies as a conduit for U.S. AID funds vie:---..--\# 

PVOs/NGOs in such an undeveloped country may reflect an 
attempt by the Maii Misz.ion to go to greater lenqths than 
elsewhere to promote private enterprise notwithstanding 
conditions in the host country. Even with regard %n 
humanitarian and pub1 ic service e:.:penditure=, a relatively 
large portion of the mission's portfolio is disbursed to 
private sector entities and individuals (Subcat. A 5  
totalled 93,255,(:10(1 or 17.6% of Subcat. 5 ) .  The I.mpart cf 
these U.S. AID programs on Mali private sector development 
should be closely monitored'to see i f  results are better 
than would normally be antlcipated. 

With respect to "policy dialogue" expenditures, 
the single ESF program again represented t.he sole source of 
mar:  iec for those pArlsoses. SubCatecor y C4 tot;.i led 
$4,000,000 or 42% of private sector development spending 
and 21.6% of all FYI987 mission expenditures)*. Such a 
large portion of funding focused on policy dialague would 
seemingly have a substantial impact on policv change. 

1. Development Assistance 

The Mali Mission funded 1 1  separate bilateral 
programs in FYI987 totalling $8,857,000 or 47.8% of the 
mission's overall portfolio. Few of these funds were 
devoted to private sector projects of which there were 
three (3) totalling 8859,000 or 9.7% of development 
assistance program expenditures. 

Private sector expenditures associated with all 
three (3) of these development assistance pro-jects were 
devoted primarily to "Infrastructure and Training" 
activities (Subcat. 3 totalled $797,000)*, but a small 
portion was channelled through a PVO and an NGO to private 
sector end-users (Subcat. Bi total led $62, (500) *. 

Under the "Operation Haute Vallee" pro.ject (688- 
02201, 8323,000 was allocated for farm-to-market road 
building. Other activities under this project included 
credit extension and considerable technical assistance for 
planning and financial management. Together its diverse 
activities could provide a handle for encouraging greater, 
more broadly-sweeping private sector growth opportunities. 

The other two (2) pro.jects involved expenditures 
to support private sector training. One of these, "VITO 

* See SARS Worksheet appended to this report. 



Woodstoves" (6813-i:iZS7) , is particular ly not-ewort-hy far i t-s 
potential multi-mission application. In addition to 
training expenditures sf $295. (50!j (SubCat. E3) w ,  .this was 
also the only prbo.ject in the Mali Mission's portfoiio that 
provided m t m i e s  to private sector end-users engayed in 
p r i v a t e  entel-pr ise activities !Subcat. B1 was %62,0!:)0). 

The "VITA bJaodstoves" pr0.j ect represents an 
attempt to reduce scarce fuelwood consumption through the 
use of improved ~ = r  table woodstoves. The woodstove 
fabricat01.s zre trained in tooling, development and sales. 
The project has created six ( 6 )  new businesses and an equal 
number of new jobs, three (3) of which have been sustained 
without continued support. 

These sums may seem minuscule in comparison ta 
cither U.S. AID arograms, but considering cundjtians in 
Mali, it is an achievement. Given similar scarcity of 
fuelwood in other countries, the VITA Woodstoves project, 
as implemented in Mali, might provide an approach both to 
address the fuel problem, which is essentially 
humanitarian, but also offer the lowest classes an 
opportunity to become small entrepreneurs. 

2. Economic Support Funds 

The Mali Mission's portfolio contained one ESF 
project l'Economic Policy Reform Program" (688-0240) which 
could have broad impacts on private sector development in 
Mali. Project purposes included providing an environment 
for growth and employment in the private sector; fiscal 
reform, lower tax rates and improved tax collection; 
reducing the public sector burden through early retirement 
of civil service employees; restructuring of commercial 
codes to encourage private sector involvement; and 
pr*ivatization efforts. 

This program had FYI987 expenditures totalling 
$9,003,000 of which $4,603,000 was used to 3upport pol icy 
dialogue purposes (Subcat. C4)w and 44,000,000 intended to 
promote private enterprise indirectly (Subcat. C2)* with 
the remainder allocated to public sector activities. 

This single €SF program represents over 90X of 
the Mali Mission's portfolio af expenditures promoting 
private enterprise with its private sector components alone 
accounting for 30.7% of total mission expenditures. 
--------------------------------------------------------- * See SARS Worksheet appended to this report. 



It also grovides the only iunds allocated by the 
rni%sion t.o pol icy dialogue ISubCat-. 4.j * and expenditure.; 
intended tn promote private sector devel.cipment indirectly 
(Subcat.  2) +i . These latter e:.:pend i tures are under wl- it lncj 
the early retirement of civil s~rvants and could result in 
many of them being inciined to engage in private ent.erpris~ 
activities. This effort could have sweeping implicaticins 
across the economy, not only because it introduces a large 
number of educated and experienced persons into the private 
sector, but because other policy changes will be neceszary 
for them to engage in their professions. 

For example, two.former government veterinarians 
have been approached to serve as local agents for an 
American veterinary supply company, but this function is in 
the exclusive domain of the Mali Government.. The mission 
is already engaged in polity dialogue to infiuence change 
in legal restrictions. The large number of retired civil 
servants are likely to introduce pressures for similar 
policy changes an a number of fronts. 

Given the bloated public sector entities that are 
commonplace in many lesser developed countries, this 
program may have multi-mission application and should be 
scrutinized closely to assess its longer term implications 
for private sector development. 

FYI987 expenditures in Mali under PL 480 Title I1 
(Section 206) totalled only 8225,000. Expenditures were 
made to purchase commodities from the U.S. private sector 
to provide emergency humanitarian food aid (Cat. D5)*, 

4. Centrally-Funded 

There were eleven (11) centrally-funded projects 
involving the Ma1 i Mission totalling 810,100,000. The 
private sector component of these expenditures was 
$509,000. This sum represented only 5% of centrally-funded 
expenditures, and about the same share ( 5%)  of the Mali 
Mission's portfolio of private sector expenditures. 

While the private sector portion of centrally- 
funded projects was small, it was unusual in the sense that 
four* (4) of the eleven (1i) projects had some private 
----------------------------------------------------------- * See SARS Worksheet appended to this report. 



sec to r  component. Furthermore, most of these  e:.:pendit.ures 
were disbul-sed d i r e c t l y  tu p r i v a t e  sectol- ent i t iei . ,  f s r  
t . r a i n i n g  purpclses (Subcat.. A'; t a t a l  led 4.442, ClC!!::1) w j .  t h  t h e  
remainder of  $67,000, also f o r  t r a i n  i n q ,  d ishurr3ed t h r ~ ~ ~ j ! 7  
a F'VCi {Subcat 6 3 ) .  



VII. AFRICAN PROJECT SYNTHESIS 

I t  is appropriate to raise a ncte of caut.ion 
about over generalizing from the sampie of  expeviences 
reported in these five cissions. The data represents Gniy 
a small share of the tot.al Africa port.folicj. As discussed 
in the "Introduction, 'I the appropriate allocation of  
expenditures to encourage private sector development can 
be5.t be determined cn a count r y--by--countr y basis clepe!?dent- 
on levels of development and other indigenous conditions. 

However, a few observations are quite apparent 
from the analysis of these five mission portfolios. They 
may have broader application to Africa Bureau decision- 
making as a whole. 

1. Initial Recipients 

The following chart shows the allocation of 
initial disbursements among the four SARS categories: 

CHfiRT 1 
Pr ivate X % of All Priv. Sect 

% Sector Private Private % of fill 
Cateqorv Total Total Amount Sector Sector Expenditures 

C (pub1 sect) : 66 1,563,000 44.3% 9631, 173,000 50. 1% 60. 1% 25.4% 

D (US/othpr iv: %34,995,000 35.0% 814,378.000 41.. 1% 28. 1% 11.8% 

These figures unequivocally demonstrate that host 
country public sector entities (Cat. C) are the predominant 
recipient of U.S. AID disbursements both overall and in 
connection with programs devoted to promoting private 
sector development. Interestingly, nearly ha1 f i50.1%) of 
these direct disbursements to host government entities 
(Cat. C) are devoted to private sector purposes; whereas, 
it appears that expenditures disbursed directly to private 
sector entities (Cat.A) are largely to provide humanitarian 
assistance. 



It shouid be ncjteij t h a t  t h e  $14,37Ei,(:!!Si:! i n  
expenditures disSur.s=,c-cl t.o U.S. and other c:cr;.~.~r:try pri\.lat.e 
sector ent ] . t ie5  (Cat. ij) t o  p:-0rnc~t.e pr  i v a t e  enterpr ise ir: 
t h e  selected A f  r i c a n  mid5sions were concentrated largely in 
a s ing  ie ESF' pr og!-e.:.!;t i n  t:::::enya -- "St.ructul-al fiil.j ustment 
F'rcrgram Grants" i615--02 13) -- which accounted for. 
$9,643,000 a! located t o  SubCategory Dl. 

Furthermore, $21,898,000 o f  the  431,175,0!:)0 i n  
expenditures di-stl\..c;-sed c i i r e c t l y  t.o h n s t  c r : ? ~ ~ r ! t r - i  gok~ernmen-t.s 
b y  U. S. A I F  t t o  cnc:auragr pr. i v a t r  en te rp r i se  devrlcjpnlent *Jaz 

f cir p o l  icy d i alaque pt.\:-pa!ses (Cat. 04) . 

2. Intended Purpose 

T h e  foij,ctwii.;g c?-:ar.t F = _ ~ U W S  i t o w  i.i-:e 

disbursements were appl ied i n  terms o f  end-user and/or 
intended purpose according t o  t he  SARS Subcategories: 

CHART 2 

SubCateqor y 

% o f  A l l  
Fr i v a t e  % of A l l  

To ta l  Sector Expenditures 

I (pr i v .  sect. end-user b purpose) : $14,369,600 28. 1% 11.8% 

2 (pr iv .  sect. purpose) : $6,863, 00U 13.4% 5.6% 

3 (p r i v .  sect. I n f r a s t r c t r  & Trng): $5,693,000 11.2% 4.6% 

4 (pr iv .  sect. p o l i c y  d ia log )  : 824,313,000 47.5% ---a - .%V. 0% 

5 (pub l ic  se rv i ce  b humanitarian) : $70,491,000 - .- 57.9% 

Expenditures devoted t o  encouraying p r i v a t e  
sector development (SubCat. 1-4) i n  t he  selected Q f r i c a n  
missions t o t a l l e d  $51,238,000 which accounted fo r  42.1% of  
a1 1 expenditures dur ing FY 1987 (8121,675,000) . 

A s  can be observed from CHART 2, expenditurses 
support ing p r i v a t e  sector end-users (Subcat. 1) and p o l i c y  
dialogue (Subcat. 4) were predominant; however, these 
f i gu res  should be considered i n  l i g h t  of  t h e  extent  t o  
which they were d i s t r i b u t e d  among p ro jec ts .  

For example, a s i n g l e  ESF program i n  Kenya --- 
"S t ruc tu ra l  Ad.justment F'ragram Grants" (615-0213) -- alone 
accounted f a r  $9,643,000 a l l oca ted  t o  Subcategory D l .  



%:illi,ial-i.f L. .I .Lhr.ee i . i ~ * ~ t e  - C - .  >I - pc-.o(zraf!:s, , cj~-\e e.a<~/.! : i ~ !  
";it l =. w i ( $. L:{ , 22 ,.I! !;j <-j:~!,;j > ? p-I , .. ' I  j, (+'i.?Gr:!i3?Sii:i!:;) ancj Senegal. 
($&,,i:,c:!i:r?g<I)iI):)? tfi~e't.i~e!* accocrnt.e(-j f c j r  $Ii.l.,2!:)C:.,C)(:,i! i n  pol:ic\; 
c!i.a?u:jue e : . :pand i t . i r ?~?~ .  (SubCat.. 4 ) .  

A s  nuteJ i n  the discusslno o f  CHRRT I above. 
f1.1iiy %!4,27t.!:)Oi:) of the  4;16,69i,!:)C!0 i n  e:.:pendiCures 
a l located t o  Subcategory 4 pe r t a i n i ng  t o  p o l i c y  dialague 
were disbursed by U.S. AID d i r e c t l y  t o  hos t  governments 
(Ca t . .  C 4 ) .  

3. A l l oca t ion  by Proqram 

The fo l lowing char t  shows how t h e  expenditures 
were d i s t r i b u t e d  a m o n g  the  faur program cat.egorie5 --- 
Eevel rjpriient A ~ ~ i ~ . t a : i i l e ,  Ecunamic 5 i . i p ! ~ o 1 - t  F'~ind5. C e n t r a l  j. y- 
Funded and F'L 4.80: 

CHART 3 
P r i va te  % o f  Program % Program 

Program Sector Program o f  A l l  P r i va te  Sector % 
P ro~ ram Expenditures Por t i on  P r i v a t e  P r i v a t e  of  Tota l  E>s-n-dLc-s 

Devlpmnt Asstnc: $43,161,000 612,438,000 28.8% 28.6% 9.9% 

Econ Supt Funds: $36,743,000 $28,660, O00 78.0% . 65.8% 22.8% 

Centrlly-Funded: $21,491,000 8839,000 3.9% 1.9% 0.7% 

Although Development Assistance p r o j e c t s  account 
fo r  the la rgest  s i n g l e  group of  expenditures (643,161.0C)03, 
only  about 28.8% of  these expenditures (922,438,000) are 
devoted t o  promoting p r i v a t e  enterpr ise .  

ESF program expenditures, on t h e  other hand, are 
s l i g h t l y  l ess  i n  t h e  aggregate (636,743,0001, bu t  represent 
78% of expenditures devoted t o  p r i v a t e  en te rp r i se  
development purposes (828,660,000) . Thus, t he  ESF program 
provided the  source o f  more than tw ice  t h e  amount o f  
expenditures a l located t o  the  p r i v a t e  sec tor  i n  the  
selected A f r i can  missions dur ing  FYI987 as through 
Development Assistance. 

However, as noted i n  t he  i n d i v i d u a l  mission 
p o r t f o l i o  analyses, Development Assistance funds c o n s t i t u t e  
a component of numerous smal l  p ro jec ts .  ESF expenditures 



are ccncentrat.ea in a Few vel-)/ large prajects. 

From CHAfiT 3 on the preceding page, it is 
appzrent that the contr ibution in terms of exp~nditures 
promoting private sector development through Centrally- 
Funded and F'L 48i3 programs is su!2st,antial. The use of 
these program= ta promate private enterprise thrnuyh pol icy 
dialogue represents significant opportunites. However, 
care will have to be exercised to insure that the private 
5 e c t . a ~  gt;.j~?ct j:..es a?-e clear ly der 1.net-j and mr:nitored. The 
specific program groups summarized here are discussed 
individually below. 

A. Development Assistance 

The majority of individuai prnjects encouraging 
private sector development are found in development 
assistance programs. While most of these projects must be 
uniquely tailored to a given mission, some conceptually may 
have application to several missions. These projects with 
so-called potential "multi-mission" applicability have been 
described under the appropriate mission portfolio and are 
listed in the section following on "Strategic 
Recommendations". 

Most mission development assistance projects 
are almost entirely devoted to promoting either private 
sector or public sector purposes. Some combine components 
of each. This latter approach could offer greater 
advantages for the promotion of private enterprise, because 
it makes private sector development thinking more pervasive 
throughout a given portfolio. 

Such an approach forces project officers to 
consider ways that traditionally public service and 
humanitarian programs can also serve private sector 
development needs. Otherwise, there may be a tendency to 
view certain activities as solely involving only one sector 
leading to compartmentalized thinking on the private sector 
aspects of a portfolio. 

Typical ly, expenditures under a single 
development assistance project are relatively small, but in 
the aggregate can become substantial. It is difficult to 
say whether development assistance is the "predominant 
means" of promoting private enterprise in African missions. 
In terms of number of projects, it is, but in terms of 
dollars, it clearly runs second to ESF (see CHART 3 ) .  

One advantage of' development assistance projects 
might be that they are frequently designed with components 



that. prnntote pr ivate sector development in diverse arid 
multiple ways i-e., thrcugh all fcur subcategories: 
whereas, ESF e>:penciitures ar;e general 1.j focused on pol icy 
dialoque (Scrk~Caf.. Li! activit-ips, f r i m  which hopeful. ly 
private sector development results will follow. 

Whi ie pal icy dialogue activities are essential 
and can have :.ridespread impacts thrcrugiiout a host country's 
economy, many incremental changes in the way the private 
sector o p ~ r  atca as a result of S~tGCategor y 1-3 expend i turesi 
nay lead the way far policy changes to reflect the reality 
of a growing private sector. It is difficult to say ~ h i c h  
approach is better in the abstract, but the possibility 
that policy change made be forced by the realities of 
private sector growth should be considered a possibility. 
It is through the many and diverse development assistance 
projects that this widespread structu!-a1 change is i~?o~t 
likely to occur. 

Ultimately, the real measure of which program -- 
Development Assistance or ESF -- is the "predominant means" 
of promoting private sector development would have to be 
based on results. A s  discussed in the "Introduction St 
Methodology," measuring results would require data 
collection and analysis far beyond the scope and purpose of 
SARS. 

b. Economic Support Funds 

ESF programs are few in number, but every mission 
portfolio evaluated had at least one. ESF expenditures 
were allocated primarily to private sector programs and 
they constituted the largest share o f  the private sector 
portion of a mission's portfolio. 

The tendancy for ESF projects to be large vs the 
relatively small size of projects in other programs, e.g. 
Development Assistance raises the question of optimum 
project sizing for private sector development purposes. 

In addition to questions of effectiveness 
associated with optimum project sizing, there are also 
effectiveness questions associated with policy dialogue 
projects, that are frequently found in ESF. Are policy 
dialogue projects really promoting private enterprise 
development, or merely stopgap efforts to shore up the host 
country's economy? The answers to both sets of questions 
depend upon systematic assessments of project 
effectiveness, conducted over suitably long periods of 
time. Such assessments are beyond the scope and purpose of 
SARS . 



the exception of the program in Senegal 
african mission PL 480 programs, as currently designed? 
have few components to promote indigenous private 
enterprise: rather their intent is primarily to provide 
hurnar~ita!*iari i c ~ d  aid. However, FL 4aO serves to help ?.he 
U.S. private sector from which these commodities are 
purchased. The Senegal Mission's use of these expenditures 
for policy dialogue to promote the private sector is 
imaqinat ive. 

The FYI987 expenditures in Senegal under PL 480 
Title I .Latailed 89?27i,O(:i0 and ander Pi 480 Title II: 
totalled $2,677,000. An additional PL 480 expenditure of 
$2,000 was made for emergency transport of food. 

Senegal Mission expenditures under FL 480 Title I 
were the only ones allocated to private sector development 
purposes. They were divided between conditional 
disbursements to the host government to promote private 
sector 0b.jectives (Subcat. C4 totalled $7,662,0001. Other 
policy dialogue w a s  achieve through purchases from U.S. 
private sector entities (Subcat. D4 totalled 81,609,000). 

This rare instance of PL 480 expenditures being 
used for private sector purpose illustrates that, through 
creative program design, even the PL 480 program offers 
ways to encourage private sector growth. 

D. Centrally-Funded 

Centrally-Funded projects are of negligible 
consequence in terms of private sector development 
expenditures. In all mission portfalios, the centrally- 
fund portions were dedicated largely to public service and 
humanitarian assistance projects. 

The Mali Mission, however, has several centrally- 
funded projects that were designed with private sector 
components. The expenditure levels of these projects, were 
quite small. 

The tendancy for centrally-funded pro.jects to be 
oriented toward humanitarian and public service purposes 
may correspond with the missions of  the program offices 
with which these expenditures are associated, e.g. health 



and family planning. However, there may be opportunities 
f i j r  ii~cl~tding a greater private sector emphasis i n  same 
centrally-funded projects, particularly t h m s e  focused in 
agriculture, science and technology. 

Clearly, there is no imherent reason that- 
central ly-f unded projects cot.tld not be uti 1 ized to promute 
private enterprise. Systematic thinking ill terms of haw a 
given project might influence private sector development -- 
for the S e t t e r  or WCT*SP -- waul.,? he h e l p f u l  in this regard. 



V I I .  STRATEGIC RECOMMENDATIONS 

Numerous A I D  personnel, i n  t.he ! ' i+?id and i n  
Washingt.on have commented un the SAHS and i t s  ob jec t ives .  
EMA & Associates has accumulated considerable experience 
from analyzing FYI985 e;.:penditures, f  ram conductiny t he  
development of  the  SARS dur ing FY1987, and from the  
c o l l e c t i o n ,  compilat ion, and ana lys is  of data on the  
currer: t  p r n j e c t  p o r t f o 1 j . c ~ .  On t h e  bas is  uf thn(=,@ ~ . I ~ @ L { ~ F s  

and experience t he  fo l lowing ac t ions  are recommended: 

1. Bureau guidance on country  s t ra teg ies ,  
p ro j ec t s  and budgets should be more s p e c i f i c  
concerning use of U.S. resources t o  oromate 
d i sce rn i b l e  r e s u l t s  i n  ternis of  n e w  r.ccr~r!onii~ 
a c t i v i t y  and changes i n  p o l  i c i es / r egu la t i ons  
conducive t o  p r i v a t e  sector growth. More 
e x p l i c i t  guidance should encourage innova t i ve  
t h i nk i ng  i n  the design o f  p r o j e c t s  t o  ensure t h a t  
oppor tun i t i es  for p r i v a t e  sector development are  
recognized and incorporated as components. More 
s p e c i f i c  t r a i n i n g  of d i r e c t  h i r e  s t a f f  should 
a l so  be o f fe red  t o  assure t h e i r  e f fec t i veness  i n  
undertaking or superv is ing such design work. 

The e f fec t iveness of  d i f f u s e d  e f f o r t s  
i nvo lv ing  t he  incorpora t ion  of  " p r i v a t e  sector  
development" components i n  a wide v a r i e t y  o f  
p ro j ec t s  should be explored. The a l t e r n a t i v e  
la rge  sca le  concentrated programs do not  
necessar i ly  guarantee success. The use of  
m u l t i p l e  d iverse  pro jec ts ,  each conta in ing  a 
p r i v a t e  sector component might have more 
resounding impact o v e r a l l  than a s ing le ,  more- 
focused e f f o r t .  

P a r t i c u l a r l y  noteworthy i n  regard t o  
" innovat ive  th ink ing"  was t h e  "F r i va te  Sector 
Family Planning'' (615-0223) p r o j e c t  i n  Kenya 
which prov ides 61,SSb,000 i n  support  for  fami l y  
planning serv ices through p r i v a t e  sector- 
oraanizat ions. Another, under var ious  t i t l e s  i n  
d i f f e r e n t  missions -- t h e  " V I T A  Woodstoves" (688- 
0237) i n  Mal i ,  t he  "Gituza Fores t ry "  (698- 
0502/02) i n  Rwanda -- incorporated a p r i v a t e  
sector component (en t repreneur ia l  and t echn i ca l  
t r a i n i n g )  i n t o  a p ro j ec t  whose pr imary purpose, 
reducing t he  consumption of  scarce wood 
resources, was e s s e n t i a l l y  p u b l i c  se rv i ce  i n  
nature. 



2. Both FL 4 R 0  and Central ly--Funded 
programs provide very lit-tle in the way of 
expendit~:res to proniote private enterprSise. 
Senegal F'L 480 is an example o i  haw this pragl-am 
.can be used to promote the opening of entire 
areas of food related activities to the private 
sector.. With respect to PL W O ,  it. is clear from 
the Title I project in Seneqal that it is 
possit~le to incorporate a private sector 
,component in what is traditionally a program 
focused heavily on humanitarian and pub1 ic 
service activities. 

The Africa Bureau should review the PL 480 
programs of other bureaus to see i f  there are 
additional ways to offer opportunities for 
private sector development through PL 480, 
particularly in promoting private sectcir 
operations, policy dialogue and market changes 
involving the U. S. private sector. 

Similarly, the "Gituza Forestry" project 
(698-0502/02) in Rwanda demonstrates how private 
sector components can be better incorporated in 
Centrally-Funded programs through more focused 
thinking. A systematized approach for examining 
Centrally-Funded programs in assessing their 
potential impacts on private sector development 
could serve to achieve more innovative thinking. 

3. ESF programs, in particular, need to be 
more precisely designed to ensure that their 
frequently large expenditures are definitely 
allocated to private sector goals. There often 
appears to be a temptation to use ESF to shore up 
the economies of host countries. These purposes 
may overshadow policy dialogue objectives focused 
on private sector development. 

Closer scrutiny of ESF expenditures will at 
least allow U.S. AID to know what goals such 
expenditures are in reality devoted to. 

4. With regard to "policy dialogue," in 
particular, the Africa Bureau should evaluate 
outputs of policy dialogue expenditures to 
determine i f  accomplishments merit the high 



do1 lac expenditures involved. 

Although pol icy dialogue expenditures nay 
take se-.~tlra;l years to register an impact., 1.t 
wo~tld nut be premature to review e::penditirres in 
past years to asses5 their sitccess in promoting a 
healthier environment for growth af private 
enterprise. Such an assessment could be helpful 
in evaluating the effectiveness of development 
assistance and other expenditures in prom~t ing 
policy reform. 

5 .  Commodity Import Purchase (CIP) programs 
should be considered in host countries where they 
can best be utilized. These expenditures can 
provide a dual  benefit to both indiqenous and 
U.S. private sector entities. The "Structural 
Adjustment Program Grants" (615-02131 program in 
Kenya is a case in point. 

6. African missions should consider ways to 
make greater utilization of the U.S. private 
sector as a means of encouraging an indigenous 
private sector. 

In Mali, for example, the mission uses U.S. 
Jeep vehicles and had mechanics specially trained 
to maintain and repair them. Whi1.e mission 
operating funds rather than program funds were 
used to finance the purchases and training, the 
impact on local private sector development could 
b e  the same. 

I f  U.S. AID made a commitment to "Buy 
f3mer ican" to the greatest extent practicable and 
used its policy dialogue levers to seek equal 
treatment from host governments to facilitate 
U.S. imports in exchange for U.S. assistance, it 
may be possible to encourage U.S. private sector 
companies to institute a maintenance and 
servicing infrastructure that could act as a 
catalyst for indigenous entrepreneurs. 

7. There should be some method for mission 
personnel to examine systematically a prospective 
project design and anticipate the expected 
results both positive and negative in terms of 
private sector development, including 
policy/regulatory change. This may require 



tr-ainiiti) of U.S. staff ir! private sector analysis 
and planni.ng. USRID should consider providing 
f inancia1 cash flow analysis training, seneral. 
business planning, and desiyn training. 

In so doing, there may be an enhanced 
crpportunity for them to see h o w  individual 
p r o j e c t  components can be  str~lctured to promote 
private sector development more broadly 
throughuut the host country 's economy. 

8. Similarly, mission managers should have 
a means to review private sector outputs 
resulting from each projects's expenditures and 
to assess progress of host country governments in 
satisfying t1-e policy reform coridi-tions 
subsequent to U. S. AID expenditures (e. g., 
reduction in subsidies, elimination of 
parastatals, loosening of import and export 
controls, etc.). 

Such assessment mechanism should be designed 
to provide a rapid means of analysis, yet require 
a minimum of administrative burden. Again, 
special tailored private sector training for 
senior mission management should be provided to 
assure that senior mission staff is able to play 
this roie. 

9. The Africa Bureau has an opportunity to 
review both FYI987 and FYI988 project portfolios 
practically simultaneously. While two years does 
not make a trend, comparing two years worth of 
data can strengthen the conclusions that are 
drawn. 

The African missions will be completing SARS 
for FYI987 expenditures in September-October 
1988. During field testing of SARS, the missions 
recommended completion of SARS reports for the 
preceding fiscal year in November. The 
familiarity of mission personnel with the SARS 
,process and the recent closing of books for 
FYI988 should facilitate the FYI988 SARS analysis 
i f  its completion is required in November of 
1988. 



The potential multi--mission appliczbility o f  
the following projects have been  discussed in 

I. detail in the descriptions of individual mission 

portfolios, Sections TI-VI. They are outlined 
here as a focal point of attention: 

A. Kenya -- "Pr ivate Sector Fami 1 y 
Planning" ( 6  15-0223) DA. 

B. Kenya-- "Rural Private Enterprise" 
! 6 15-0220 ) DA . 

C. Malawi -- "Rural Enterprises and 
Agrobusiness Development Institutions" 
(6 12-02 14) DA. 

D. Malawi -- "Parastatal Restructuring" 
(6 12-0227) 9A. 

E. Fiwanda -- "Fish Culture" 
(696-01 12) DR. 

F. Rwanda -- "Policy Reform Initiative" 
(696-0127) ESF. 

G. Rwanda -- "Gituxa Forestry" 
(696-698-0592 /02) Centr a 1 1 y-Funded . 

H. Senegal -- "PL 480 Title I". 

I. Mali -- "aperation Haute Vallee" 
(688-0210) DA. 

J. Mali -- "VITA Waadstoves" 
(688-0237 ) DR. 

K. Mali -- "Economic Policy Reform Program" 
(688-0240) ESF. 


