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Foreword byMqr. W.H. North Chairman of the DAC Expert Grou t
 
on Add Evaluation
 

For many ears donors have provided i large volume of non-projectassIstane kP,'A). 
 Recently NPA levels have increased and now play a critical
role in snpport of stabil:zation, restructuring and development programmes of
a broad range oF developing countries, inchuding nanvi',P,\ of the least developed.
Ias assum.n,,I spet-ial importance in Supporting major reorientation andstructural ad.:utnent programmes and nas increasingl:, been linked closely to
polio dialcgue and refom.
 

Over the past several years the importance of careful review ofexperience with Such assistance has been recognised and evaluation efforts
have expanded. The DAC and particularly its Expert Group on Aid Evaluation
have recognised the 
importance of the subject, the special difficulties
involved and the limited relevance of evaluation techniques developed for
evaluation of project aid. 
 The Expert Group included a 
number of comments on
NPA in its July 1984 "Lessons of Experience" report jDAC(84)ll(lst Revision)],
though the report noted that "the bulk of formal evaluation work has tended
until now to concentrate on evaluations of individual projects".Joint <eview [Tuiwiary Record The 1984
-- DAC,I(3.147J ,:onciuded that the Expert Group'should focus its work on rion-proiect aid ... ". At the 1 8o DAC High-Lfevelleeti:ig several ',.mbers re-emphasized the importaceparticuiarly in relation to 
of the subject,

the role of NPA in supporting policyinstitutional andreorn, structural adjustment and the use of policy dialogue andcondi tionai it-. 

f'he Expert Group has considered the subjecL several times.ouestionnaiie was developed to assemble the 
A 

problems ,1embers' policies, experience andon NPA use and evaluation [DAC/EV(8S)7]. Ten bilateral -donors and
the World 3ank responded to the questionnaire.

Iccurrehens.veness and in the approach taken to 

The answers varied greatly in
the subject. Based largely on
the experience And thinking of the MIembers as reflected in Lhese responsesplus the importan' work which has been reported by the W'orld Bank and aof other studies, this paper attempts to it,-mise 
number 

a number of important aspects'hich are of concerr. to .lembers and approaches which have been takendeca-lng ;4ith them. in 

I~kbk 
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EVALUATION OF NON-PROJECT ASSISTANCE
 

SUYMARY OF FINDINGS AND GENERAL CONCLUSIONS 

1. Non-project aid (NPA) is
a flexible instrument for quickly andefficiently transferring resources 
to a developing country. 
 It can be and
usually is highly fungible so it
can be used to support a wide variety of
development, maintenance and operating imports and to generate local currency
to fund either general development and operating costs or specific
institutions and programmes. 
 It has often been used 
-- and still is in some
cases --
simply to provide flexible support to the general development
programme of a developing country. 
When available aid exceeds requirements
for conventiorndl projects, an NPA component may be essential if all available

aid is to be used effectively.
 

2. In recent years economic crises have beset 
or threatened many
developing countries because of misconceived and ineffective development
programmes and policies, adverse changes in the world economy or both. 
NPA
can alleviate the impact of such crises, but unless the faulty policies and
programmes are corrected and reoriented to the new international economic
environment it will serve only as a 
palliative. 
Only if the necessary reforms
are adopted ,cansolvency be restored and sustainable progress achieved.
 
3. 
 At the sector level too, the effectiveness of projects has often been
found unsatisfactory because of an inappropriate policy environment and
ineffective supporting serv'ces. 
 In such circumstances NPA can be highly
productive 
-- even decisive --
when it supports the necessary policy reforms
and institutional restructuring. 
 Donors have increasingly used NPA to
encourage and supporL leveloping countries in adopting and implementing such
reforms. Typically the ;qorld Bank, usually in the context of a basic
stabilization programme negotiated by the IMF, works out a comprehensive
programme of policy reorientation and economic restructuring and provides
substantial NPA support. 
 Bilateral donors also provide NPA, often sectorally
focused and including support for sector policy reforms as well 
as funding for
sector inputs and services.
 

4. 
 The critical role NPA can play in such programmmes to help hard-pressed
developing countries restore solvency and get back on the path to progress,
the danger that it may prove merely a 
palliative and the difficulty and
delicacy of the task have magnified the need to learn rapidly from experience
with such programmes. 
Evaluation is counted on to contribute to such
knowledge. Evaluation studies of NPA programmes have expanded rapidly and
interest in their results is keen.
 

5. 
 Evaluation of NPA programmes presents special difficulties.
Fungibility of the resource transfer is usually high so the determination of
ultimate impact involves comprehensive macroeconomic analysis and can not
p.roduce definitive quantitative cause-and-effect answers. 
 This is
particularly true when the results of policy and institutional reforms are the
main targets. The dichotomy between the nature and timing of results of the
resources transferred and of the related reforms is difficult to integrate

convincingly.
 



' ~ 

'Noels, i n i@ s oemcan. 

~ ~ ~ _!a6,,,Nntees neity, and per y~erance_ cnvield..useful- Co-io 
Sand S67 importantlessons ave befennad aded Vm ng those relatingpart icularly to NPA progra'mnes Supporting -:najor Policy and-irititutionaireform, the followin~g are fundamental'. 

u 

ens'umbes... .. .. "~.indispensable in planning important reforms. It is absolutely vitalthat the authorities of the host coinry establishsuch refadrEirs.themselvesojn accord with public opinion in their country. Thanalysis must,consider-nbconly the :,oal but the practical sequenceof steps by which it,,i' o~&ahe tms identify like',yp
political and social dangers 'r, t.eroiculies and how best to dealwith them. It should identify 'he likelyK impact of proposed 
measures on equity; wheres.... .. ...measures have unavoidable .adverse effectson disadva:ti~agu urcups it Thoutd consider what canbe done to mr ii se or o '- . . ..... 

'<in 

77 Plans for reform and diariirhe maoing must beeflexible.In lementation mnustbe , 
...ioniored. merging problems andchangig conditions ;cuirrbeprwpt1v' identified 'and dealt with'Continuing analysis of refirineencs aee.Jed and of the next steps tobe taken is often critical to' success. Studies are needed of early

indications ofgood ;or bad 'response to reforms and the reasons,therefor. Over-optiaict, on feasile .iming of policy changes aildititutionial deve'opment is anon problem. 

Irti5 fitje forit' st~j For hosc.-ountry institutions to'beres, ile orprograme anal ,sis anrd planning fromn the outset. 

Evauation"and essen'tial poiic4."Jnalysis and monitoring are' toacprisaderable* extent indist inuishable indealing withi the impact ofsuch prograimmes. ~Evaluators should be somewhat pragmatic and modest 
deciding how far to' r_' LO go, but there ismutch roomn for usefulwork and the resuflts" can e Vler important., 

' 

I. SCOPE AN'D DT:;G NFEATURES OF NPA, -.. 

K'.' 

71, NPA accounts for a significant ,_nd riig share of 
finance. Tablel,1, drawn' from, the~l~ 7 n s98hira Reports Twenty-FiveYearsofDevelopme~nt Co-pEratio I""IC,1~5Vn eelimn ooeain
OECD,, 1986,, probably understates F-r.',a bev,us e ixc excludes .sector ~ 
assistance. 

'777c 
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8. Assistance. other than P' Jc s:s cdj'ers a wide range of diverse77activities. The essential ~uco, ,r i) ;rva an inrmntllo'HOWof :goo>ds, and,'serXvices. 7Eroni abroad dm17 oa~ Ln,hese resources :to a ,particular~developmental or otie~rIiun-. -hercsa o ieP,'nproject"aid) the resource allocazion aspect o-n1eca,:ed iron tbe imported j"resources. Te incremnenta.l imports 'y e '.onverredt to a -oa~currencyclaim'7on'the' nationis"s:,e~uc e1Mb D~teiiorts or by, budgetaryP~lcies ahdherctiow .3,utae resources iS' ftndainna±,btti'7ande Elowoa3ut ae bt h 
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local-resource aspect can be of considerable importance depending on
prevailing fiscal and monetary institutions, laws and policies.
 

Table 1
 

NON-PROJECT ASS ISTANCE
Percentage share in official development finance commitments
 

1982-83
DAC bilateral ODA 1983-84
 

Financial assistance 

12.
Prograrne assistance 14.7 

Soecial country support (5.3) 
Debt relief (9.4)

1.0 
 1.4
Food a 
6.9 
 7.4 

Total DAC bilateral ODA 
 20.4 
 23.5
 

Mul,ilateral development finance
 
(includes nun-concessional lending

of the international development banks)
 

Programme assistance 

8.9
Food aid 8.1
 
5.1 
 5.5
 

Total multilateral 

14.0 
 13.6
 

9. Inboth respects there is 
a spectrum of specificity that may be involved
in the aid package. 
 With respect to the goods and services imported at one
extreme the agreement may specify precisely what is to be financed, e.g.,
equipment and services for a fully specified activity; 
 at the other -- e.g.,
in the case of cash transfers or debt relief
blended into the total 
the foreign exchange may be
resources of the recipient and its use left entirely up
to the countri, helping to finance a portion of total foreign exchange
outlays. Between the extremes itmay finance the needs of groups of related
proects, equipment for a range of types of project 
-- e.g., via intermediate
development banks or funds, specific raw materials, a range of intermediate
products or components, food and other conswmer goods 
or a broad range of
general imports. 
 A fairly common type of NPA, particularly in programmes of
relatively small donors, provides commodities necded in agricultural
production (e.g. fertilizer 
 or sectors of industry (e.g. dairies or
soapmakingi. 
The prime purpose is to assure 
income and employment for the
users of the imports and supplies of their products for consumers.
 

10. Kith respect to the local-currency aspect, again, there may be very
specific provisions for allotting the proceeds to specific projects or
progra~mmes or 
they may flow into the general fund of the government and lose
identity ccmpletely. 
 Between these extremes t'ie local currency can be used to
fund local 
costs of specific donor-supported projects or programmes, to expand
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specific programmes or institutions or to support the national budget or 
those
 
of certain agencies,
 

11. 
 The line between project and non-project aid along these spectra is

somewh3t arbitrary. The numerous types of non-project aid are not uniformly

defined, are often mixed and can overlap. 
Moreover the foreign-exchange

aspect of an aid operation and the local-currency aspect may be handled quite

differently; 
 the sales proceeds of a general comnoditv import programme may
be 	 used for general hudget support. -abroad sector programme or one or more

specific pro.ects. The chief factors 
are aj the objectives, which are often
mixed, and .> "-he :_,rm in 'Thichr-sources are transferred -- generally cash orcommodities but sometimes including technic-A 
services. Discussion in the
 
Expert Group suggests that it is not fruitful to ia;our over precise

terminology; 
 there will always be enough differences to require individual

consideration of purpose, form and circumstances in evaluating such aid.
 

II. THE LMPORT.kNCE AND DIFFICUL7Y OF EVALUATION OF NPA 

1-. 
 Non-prolect aid can serve a number of very important purposes.
 

In 	the context of severe foreign-exchange shortage it can provide

imports -- spares, 
raw materials and components -- resulting in
 
increased agricultural or industrial production which may be worth
 
several times the value of the aid.
 

It 	can susta'n imports and development priorities during reform
 
efforts involving trade liberalisation, financial stabili:ation and

restructuring when acute austerity and loss of confidence might
otherwise endanger political morale and public support.
 

-- It can efficiently increase and accelerate well conceived,
efficiently implemented development programmes -- general or
 
sectoral.
 

--	 It can supply key inputs for priority sectors such as tubewell pumps 
for irrigation or medical equipment and supplies. 

--	 It can tide over short to medium term shortfalls of foreign exchange

availability, obviating expensive delay and disruption of priority
 
programmes and preventing needless hardship.
 

--	 It can offset special burdens ona countx/vs economic and financial
 
resources such as the assimilation of an 
influx of refugees and
 
other immigrants.
 

-- It can provide relief and rehabilitation needs to overcome famines 
and other natural political-military disasters. 

13. NPA can also be used less fruitful, however, since it can make it

easier to avoid or delay necessary and reasonable measures to raise savings

and revenue for financing investment and development programmes.
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14. 
 The foregoing is by no means a complete catalogue. It merely

illustrates the fact that NPA has the potential 
to be a powerful development
 
tool.
 

i5. 
 In present circumstances particularly, the importance of the positive

purposes which NPA can serve argues for readiness to use this instrument

widely and flexibly. Many developing countries face the need for major policy

reform and restructuring. 
 They need to shift to more realistic policies and more productive patterns of development and to ad'just to radical changes in
the world trade and financial environment. The ,Ianger of ineffective use ofNPA and lack of evidence of beneficial impact largelv acccunt for the generalreluctance to expand it. Sound and convincing evaluation of such aid istherefore especially important to help improve its effectiveness and build up
public conf idence. 

lo. Establishing the effect of an aid package is Made difficult by a number
of problems including the fungibilitv of resources; the importance of the
country's economic structure, institutions and policies; and the extent to
which results may depend on a range of other influences that may be difficult
 
to determine or may change in unforeseen ways.
 

17. In principle these problems are involved in dealing with project aid as
well as NPA. They must be considered in country prograune planning and it is
essential to consider the economic and policy context in planning and
appraising any major project, but it is not usually nccessary to dwell 
on the
fUngibility problem and consequent issu-s. 
 The individual project is usually

relatively small in macroeconomic terms, and in any case timing, specific
planning and effectiveness of execution are 
important and heavily dependent on
the donor's participation. 
 For most NPA, however, these considerations are
paramount. 
 Fungibilitv is usually major and obvious, particularly in the case
of budget support, casn transfers and debt relief. 
 'Ahere it is desired to
 overcome it, specific understandings are essential. 
 NPA impact is usually
critically dependent on the economic policies and institutions of the
 
country; in many cases 
the intent is to support sound policies and
institutional and policy reform. 
To provide a reasonabl.e basis for judgment
as 
to whether such aid will achieve its goals it is therefore routinely
 
necessary to have a thorough understanding of the general country economic
 
scene and policy framework and, when appropriate, agreements on the needed
 
policy a-nd institutional reforms.
 

18. 
 Even when the rationale and intended results of NPA are relatively

narrow its scale and ramifications often involve other consequences

-- positive or negative. A thorough evaluation would have to consider these
possibilities and whether they were adequately assessed in programme planning.
 

19. 
 Evidently the problems involved in evaluation of NPA depend on the

specific features of the NPA operation in question. he following section

identifies common NPA evaluation issues reported by DAC Members.
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II. POLICIES AND PRACTICES.,, S F"1AAD~~U~~wISE 

' ., The key features of NPA programnes are the'r'purpose ahd the form in 
which the aid resources are transferred, includingswhehe specal provision'
is made for programming local currenc,\ Interaction with programmes, ofE otherJdonors is likely to be particularly extensive and important inrelation to
NPA-, particularly when ''' 

it is linkedto policy and institutional change.:> 

Development Objectives, Critria, justification of NPA2
 

S21. 
 'There are, considerable variz',tions in the purposes sought %yidonors inproviding NPA, though the differene s 
may often seem g'reatert.han they are in
 

22. Legal and policy constraints. 
Aid agencies have considerable 
,:Y4Z: disc.retion in providingNPA; legislative and overriding policy constraints

generally do not preclude use of NPA when i is considered well Justified.
While aid agencies .eel free to 
use NPA when their analysis indicates that it

best serves programme and foreign policy objectives, there is clearly a
 
preference for project assistance or sector assistance of a
project-like character. substantially .
For most:donors there is a presumption that NPA will c:'
 
not normally exceed a more or less eXliCi 
share of the aid agency's .prograimie.
 

4.3. Pur~ose of NPA. There is near .unanimnity that the basic immediatefun'ction of NPA iato transfer'resources rapidly and efficiently to therecipient to metugn hr-emnes There iswide 'variationin the
specific needs targeted and the-results expected' -- ,~in the criteria andjustification of NPA. 

24. Some donors as :a'matter! of, principle,focus strictly on provision offoreign -xchang
:..,usually i>n, rmin the ontexto':
t :mport,ihf .... ute balance-of-payments difficulties,
usually.. ... ' ''
ithe form or fncing. .. .... ....ssin a
nO t,,ers ma), be primarily addressing a range of additional goals. In some case-s the local-currency aspect. i s' the 
principal concern -- provision or supplemental. nsinfationary. resources tor,the development budget or' important segments ofltt. 
'There is no built in
non-iniflationary effect, h6owever,\-&.d'h 
 -i
into~ ~ ~ ~ ~ ~ ~cosdrto.-~unrsthi -su otsquence' needs to be taken 

'ubroint cosdrto.A 'tespo)ncents note that it is not efficient tofo'rce 
 edso;asL-d developmentunroit programme into' the.projectmold. 'GOne citO~s achi''!ving the bes', as a-I'vaiue for money" justification tforuzsing NPA ini some cases.' Co, 
ec, ing' imbalance in total ai'd availability is
also mentioned by, th :
United Kin cm.' :rna".ll , in the case of several of themajor donors therimay rationale' or'the use of, NPA is often to-support
policy and institutional reform and to privide leverage inpolicydialogue. 

A 
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"D. -eccoral focus. 
 There is a widespread and apparently increasing
preference tr giving a sectoral focus to X'P.. programmesob1ective tis to even when the basicprovide general support. Several donors consider that it iscoasier to avoid difficulties and demonstrate positive
assiStance ,hen it is concentrated 
e ts of the
 

to a roasonable extent. This considerationis relevant particularlv for NPA provided in the form of import financing. 
-o. 'ol cv and institutional reform. The use of aid generally -- and.NIA in part t-f ofcular -- Tromote reforms has )een sensitive and controversialext,,n t,ut,-;s,!!,e still is. 'Ahen policy reform is involved it becomes one of.. art t Aandiitfi'1, l t ,spe,cts )f aid eva la tior. un the facem•r ,.rstv i, e 'ariat :cn in e,,tent 

)f it 
to wrh:cn respnndents use NPAi S ,', ,)ie rsp'dents5, p rICilarl v, among the smaller donors,that rh.-i stiter :S~l is to ai to o ever l COI.rPI[t' .i5 '
q .a. t:hIt it does not .,fS td.r vol ic la ,q ,;- .-. i s appropriLte fcr considi t ion t1 rei ' r.,,,. but onln
1(1a,:ij . : 1"ia,li aid Fni..,ran I t or a ccilpit t :.,lTIn. dollorsr, ,)e eralas.-,rr -r,,-orical 
 v that thev ',o not consider such use ,.t aid to beco;mDacibi- 'it resrect for the sovereigntv of aid parta, rs. 0 thers, while.mphnas-:tnn 
 7heir
respect for their partners' r'espontsibIlItv for policy.ccisions, also 'tre.s 
?he importance of p01 cv ,dial()Que dnd the ne-d for
donor tu sat isfy the!tself that the pclicv conte~xt and rsponsibl,- inst itur ions
ara such ,s .c v-,e reasnanble assuranc¢- that NPA will ,,,c'fect Vlv used..'1nall\ me donors, including two of the largest,

'eorld Banr, often make NPA 
the IJni ted States and theexplicitLv conkltional on ma or reform andfrc-quenril v provide in their agreements that the funds cmnt ted wilI htin c:,anches contingret,arn;le. u Tr,.,. phad implm-tatl i t spcC'Iied
 

- •
-..'~rc'. in sahs aric., here 
n S .or 

ls surelv ,ss r m arp.-drs. Lvyn.j 7olot s.t'ess policyv ref'rn .,

coiin . 

roIIv Inlr LeIvir 'WPA to target;.a An 2r-.n tatIo and hasi,: 4,-veiopment approach they can ...-ome link rh or a pol ic-
r 

di,',usson flnreo CIIs ,el. to theirc...intr: 
rtm e p nrinin ,*:ris, rather than to individual 'PAaj eem,.r S. hen Jonors discuss the r programme plans several years*Sweklen aid ahead, asNoiaY i o, policy 'ialogue with the recipient in that context is'oind -D 
 0o !or ,u1l ' arpprprat.*
 

-o. i ;, rn,->
::t t too, t n,:sc, ap-i r,n i Ct.rI'n,c Is Ua approach may.r..reseIC' I I SIn..., tactic:S in e h r ;hat It mayrtlher substance.sciot ,(.-.?ise that formal .,,ret-ments on reforMs to he undertaken._p h -ni, .of aid noirmen.ts 
as 

iiak- it easier for recipients to*-rderl k, t i re-U'.iect n ,) suhsldies and other unpalatable 
... .-. t r,- lramsLanc.?q i:may be eas>':r .- acir Jo'Vernent to take1,c!- 7-:. 1Ui .: n ,t, Dr, ptin them oil its,pr...L. ori initiative;! . -- and *iore etrecA -- it mayo kee.p discussions and undertakingsIto:n, ,.c : c rf i, ntaot. \rppearances may also be iimortant onoar , in se cases spe.l ,1' 

the 
at th, refeorms being supported andIvoadij, II,:m i n a Yretmemnets -nov >..lp l ai publIc and legislative support'.,oi Ic .sS i n rriisive . ,a or.s better. Even after allowing
.... rc'I. V r e ual i-at ons, however, it is appa :ent that there arec-ostant 
 rences!--a 

' . 
beeen lonors in their practice and policy in 

http:noirmen.ts
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29. 
 It should be noted that the practice of individual donors is not
uniform. The United States, for instance, exactsrelation to no policy commitments inits largest single NPA programme;
any Sweden which generally avoidsappearance of conditionality, reports ihat on occasionchanges it has insisted onin price policy' considered essential to the achievement of agreedprogramme objectives. 

30. Macroeconomic policy. 
 The areas of policy emphasis vary widely.
the macroeconomic Atlevel donors almost universally support LVMF stabilizationagreements and .- rld Bank structural adjustmentinsisting that loan conditions, e.g., bythe recipient of their TA..\he inagreements with the Bank 
good standing with respect toand Fund. In some cases donors makeon achievement by the recipient aid contingent

)f a new i7reementSAetimes they go further and inciu: 0 
with the Bank or Fund.

ti e r orn .',. agreementsundertakings on reforms that are ti'e 
specific

ai;] as or coupLementarv to thoseincluded in the multilateral agency pAgra;:ames. A number emphasize, however,tnat they do not automatically support _11 IF orconditions; orid Bank policyusually they consider the vai:zJtv ofof their own th-e policies in the lightanalysis, lUited States legislation precludes automatic linkage
to the multilateral institutions' agreements. 
 In France, a significantportion of the non-project aid must be linked to an agreement with thebut an analysis and NtF,specific approval by the French institutions concerned arerequired.
 

31. Bilateral donorpolicy concerns.
and For the most part the institutionalpolicy retorms supportedTindvidluallv by bilateral donors are sectoral.They aim at improving
institutions the policy environment iind strengthening theneeded to motivate and support
efficiency, increased investment, production,equity and welfare in a specific or economic geographic-- usually one in which the donor has 

sector
other proiect an non-project activity. 

32. While there appears to be considcrabl.e congruence in the types ofreform supported by most respondents, several mention particular concerns
which the), seek to advance whenever feasible. ,Several, including the
United Kingdom and the United States, look svs.:emzticallv for opportunitiesopen up areas to the private sector to 
France, stress 

and improve its incentives. Others, likeimproving respunihilit, ancntivesand autonomyagencies and enterprises whether public 
of important

or private. Canadaconcern has specialfor the impact of its programmes oi, women.overriding commitment Several Members have anto ensure that all of theirpromote the welfa-e of the very poor. 
programmes, including NPA,


Most donors recognise the encouragement
of developing-country exports as a collateral objective of aid, including NPA,
by including LDCs as eligible sources of procurement in aid otherwise tied to
exports of the donor. 
Norway considers this objective soprocurement is limited important thatto developing countries in about 40 per cent of its INPA. 
33. Non--development objectives.

often involved in NPA. 

Political and commercial objectives are
Political objectives are sometimes very important-- even primary. Evaluation of NPA effectiveness from the standpoint of suchobjectives is beyond the scope of this discussion.
seldom if Commercial objectives are
ever primary, but they are pervasive collaterial objectives of much
NPA. 
 They are detailed somewihat more in the following section. 
 In both cases
these objectives may conflict with effectiveness in attaining development
objectives and the extent to which they do so is an important area of enquiry 
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in NPA evaluation. 
 Effectiveness in promoting commercial interests is
frequently regarded as an appropriate evaluation issue.
it is as a way of reducing the real cost to 
One way of looking atthe donor of the aid,increasing its benefit-cost ratio. 

thereby 

Size of NPA Prograiunes
 

34. 
 One si.,niticant issue which appears 
to have been little considered in
evaluations, except when utilisation has been tnexpectedly slow, is the nature
 
is establisiled, 
 It is evident that there is little consensus on any standard
 

and validity of the analysis on the basis of wiich the size of NPA programmes
 
formulae. 
 A 
nimber of diverse approaches can be relevant and have been
 cons idered.
 

35. In one way the issue is often not ve-marginal input of impxrtant" The utility ofresources in acash or fungible imports is likely to bepractically constant over a considerable range. 
 In some cases the size of NPAprogrammes is determined quite frankly residually. 
 A total annual prograimne
level is fixed and what is left when the agreed projects have been taken care
of is provided as NPA.
 

36. in 
some circumstances, however, the issue may he important. 
When a
narrow range of materials or supplies is provided for specific reasons
-- e.g., 
to permit full capacity operations by industries depending uponthem --
the margin between insufficient and excessive may be narrow.
programme may be designed A sectorto provide supplies andprogrannes budget supportand institutions for expandingand to meet key iuput needs inKhether the sector.the intended costing and phasing of programmesfor inputs and ,ostimated demandswere realistic can be usefully assessed. Even the estimates andforecasts underlying the level of general balance-of-payments
support designed to or budget
sustain a ninimum target level of economic activity or
development spending can be reviewed ex post, though here the margin of error
is wide both because such forecasts are themselves subject to great
uncertainty and also because such programnmes 
are usually related to
assumptions or understandings about parallel contributions by nther donors
which may be quite aard 
to predict.
 
37. 
 Where support for institutional and policy reform is the donor's
principal objective, determination of the appropriate minimum NPA level
becomes problematic. 
 Donors' thinkingWhere there are quantifiable 

on this question seems inconclusive.short-run costs or risks they are certaini
relevant, but they ,4cnot often seem to be sufficientl, clear and substantial
to provide a basis for decision. 
 The idea that NPA is
a "price", established
by bargaining, "buying" the reciPient's agreement to adopt reforms considered
necessary by the donor, is generally rejected.
untenable as That approach becomes totally
it is increasingly recognised that the :success of reforms is
unlikely unless the host government is genuinely convinced that they are
 necessary.
 

38. 
 Probably the most plausible measure of the amount of NPA needed to
promote reforms -- beyond any direct costs and risks 
 is the amount needed
to support a minimum level of economic activity considered necessary from ait
economic, social and political standpoint to enable vigorous, sustained
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43. As DAC Members are well aware, use of aid to promote the donor'sexports is not I imited to tne immediate commodities financed. Sometimesaccount is taken of the need that may be created for follo)w-up imports, e.g,.,specialised spares and maintena'ce supplies for aid-f inanced equipnent.possibility is rnentionei specificaliv Tisby the ;United Kingdom and Canada. The 
United Kingdom notes that financing of Such requirements arising from earlierequipment sales can he an efficient use of NPA. Aid is also used in mixedcredits to increase the attractiveness of non-D..A ecrort credits. This deviceis more applicable in equipment financing ider proiect- but NPA is apparently
used in the same way by sveral donors. 

44. A nunber of other considerations frequently listed as factors inselection of cn', ies relate to eff icienc, of implementation and avoidanceof difficulties. Firmness of the requirement .ind conpetenc,. of the likelyimporters and users, sived, avoidance of confusion and controversy inprocurement and ; in Imisat ion of management comple itv and staff demands are
all mentioned.
 

45. Finally, collateral development objectives can be promoted by use ofthe cofmodity import mechanism. The encouragement of developing-countryexports and trade betwieen developing countries was mentioned in the previous
section.
 

46. The cash transfer form is clearly the most flexible, quickest and leastdemanding in terms of staff and management complexitv. It avoids the costs
add time involved in complying with aid authorisation, procurement
accounting procedures. wnich are almost 
and 

inevitably considerable and are oftensubstantial. it avoids the costs anu diff',cultites : tied procurement. It isthe most attractive form of aid to the recipient ind therefire provides thegreatest leverage in j'ailing acceptance of any measures the donor wishes to encourage and support. 

17. Its pure flexibility can, of course, be limited by restrictions andagreements. it is otten used in providing aid of which the basic purpose isbudget support; particularly in such cases it oten 'includes substantial
undettakings on broaa fiscal policy and specific budgets and expenditures-- both domestic jand f1oreign. The in:secificSaLes sr enly undertaken anumber of NPA prograumes in which cash transfers ar- linkedspecified and scneduliu to carefullypolti'v and institutional reforms. L11ese involve
"performance disbursements", 
 where funds are transterred in tranchesreforms are i mplemented. They provide 

as 
for de-tailed progress reporting andevaluation. in addition, one respondent mentions requirements dealing withthe settlement of comercial arrears. 

48. Cash transfers focus attention on the soundness of the entire economicdeveiopment prograimie and policies of the recipient. The fungibility of cashtransfers is obvious aid ndriisguised. It precludes direct identiticationhow effectively' the ofidi funds have been used. 'The United States Congress hasrecently raised qu-stions as to the accountability of such transfers. Cashtransfers appear to be used most often in cases in hich political relationsbetween donor and recipient are close and when the donor is tihoroughlyfamiliar with the recipien 's oolicies and programmes. It is also reported insome cases in which a priiiiar ' objective is to support political and security 
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co-operation and the donor has confidence in the ability of the recipient to

make appropriate use of the resources provided.
 

Local-Qirrency Programming
 

49. 
 Utilisation of local currency corresponding to the foreign exchange
provided is much more likely to receive special consideration under NPA than
in the case of project assistance. Whether an NPA operation involves separate
treatment of such local currency and if
so its importance in relation to the
objectives of the NPA will affect the extent to which it must be specifically
considered in evaluation. Practices in this respect vary greatly, both
between donors and oftu-, within a 
donor's general programine.
 

50. 
 Some indicate that their normal co)mmod_'Ly import programmes provide for
no accounting or limitations on the discretion of the recipient with respect
to sales proceeds or other local-currency flows resulting from the imports
financed. 
Most require some form of accoumting for the local-currency
counterpart. 
 Sometimes this involves only general attribution to the budget
or to the development budget or to broad sectors of the development budget,
but often more substantive control is involved. 
 Agreed uses of local currency
may be quite unrelated to the principal alms of the NPA cr they may be
integrally involved. 
 Ina few cases they are considered the primary
instrument for achieving NPA sector objectives. At the extreme a cash
transfer with its additional benefit of untied balance-of-payments support or
general import programme can. become little more than a channel for local-cost
financing of projects and project-like sector prografmies. 
 T6hen local-currency
use is important to the NPA objectives the agreement may specify its use,
e.g., 
to provide financing for specified projects and programmes, or it may
provide for establishment of a fund to be programmed subsequently for agreed
purposes more or less narrowly deflneo. 
 Under the often-preferred sectorally
oriented CIP programmes most include agreement on 
the use of sales proceeds to
provide funding for agencies, programmes and projects in the sector. 
 It is
often agreed or understood that such programming will be at least partially
incremental and it
can give protection against delays, uncertainty and
possible cuts in funding for the agreed purposes.
 

51. 
 The procedures for determining the amount of local currency and its
accounting and control also vary. The amount may be measured by the amountactually received for those imports actually solti in the market. 
 Or it may be
related to the value of all the imports financed regardless of whether theyare sold or not. The official foreign exchange rate may be used to value thelocal currency or some other rate may be specified. 

52. 
 The local currency may be merged into the g3eneral accounts of the
recipient government with its accrual and utilisation being simply reported,
or a special account or accounts may be req!'ired. If there is a special
account donor approval of actual pa'onents or releases to programmes may be
required or they may merely be reported in accordance with more or less
detailed prior programme agreements. 
At the extreme the local currency may
become the property of the donor and be released to the recipient; that used
to be a comon pattern for some United States food aid programmes but seems
 not to be used now.
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Co-ordination
 

53. Co-ordination among donors with respect to NPA can have a number of
special features. 
 For some 
types of NPA it is likeiv to be of great
importance and hence merits special attention in evaluation. 
Co-ordination
needs can be significant in relation both to the goals and objectives and to
the implementation of NPA programmes. 
 It is important in dealing with
macroeconomic and major sector policies and objectives;
institutions and sector plans,
programmes; and some aspects of implementation procedures,
particularly for CIPs.
 
54. 
 Donors generally accept the desirability of co-ordination, though there
is considerable variation apparent in the urgency and importance they attach
to it. Without exception tncy consider that the aid recipient should take the
lead in co-ordination. 
 It appears, however, that 
some are disposed to wait
for such leadership to emerge while others want the donors to press for it and
if necessary, provide support to the responsible agencv and share a goodthe initiative. bit inOne has observed that the most desirable but, at 
the same
time, the most often unworkable form of co-ordination is that afforded by the
host government. 
 France notes that sometimes a major donor can recognise
incipient or actual programme or policy contradictions among donors and
initiate discussions to reconcile them.
 
55. 
 Because NPA is normally relatively flexible in content and highly
fungible the danger of conflict or inconsistency on the foreign exchange side
is relatively slight. 
 This isespecially true, of course, with respect tocash transfers. 
 Collateral export promotion objectives might produce a
tendency toward competitive overlap between import programmes.
 
56. Macroeconomic policy concerns could produce incompatible pressures and
uncermine NPA effectiveness, particularly when policy comnitments are sought.Inmost cases now, and apparently increasingly, when such reforms are the
major goal of NPA it is in a context in which the RIF andactively engaged. World Bank areFor the most part bilateral donors accept and support themeasures agreed upon in stabilization and structural adjustment programmes
worked out and supported by the multilateral institutions and make their own
NPA contingent on continued compliance with such agreements. They may not
automatically accept the multilateral agency policy prescriptions as entirely
correct or adequate, however, leaving open for consideration in evaluation
whether issues should have been raised or were adequately pursued.
 

57. Perhaps more likely than direct disagreement on macroeconomic policy isfailure to mesh and co-ordinate subsidiary and sector policies and programmes
in
areas in which macroeconomic and sector policies interact.
on prices, budget ievels and Sector policiesinstitutional developnent, forgeneral policies on trade, exchange rates, budget reform and 
instance, and 

reorganisation, can reinforce, conflict with 
government 

or be ineffectually redundantwith each other. 
Where such interaction is in fact significant, the
evaluation process can usefull-, consider whether NPA planning took itadequately into account.
 

58. 
 Probably the most important area in which co-ordination with other
programmes is often likely to affect NPA effectiveness is in sector-oriented
programmes. 
Unco-ordinated donor pressures can result in multiplication of
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implementation institutions, overloading institutional capacities, policyindecision or inconsistency~and confused1 programm'e 'and budget prioiies.---
,; 

~~~ ~~or at el.Motco-ordination thiscomment :that such co-ordinat2i(r{ is most likelv to be successful when conducted

in-country with active host' government participation. 

59. Imple.enation of NPA programmes also involves co-ordination problems. I
.. '';
Import programmes particularly requirermeshing, of donorprocurement and
programiing requirements with the general policies and procedures of the hostcountry. Differences between donor requirements can .6,cmplicate 'the host: country's problems, 
overload limited-administrative capacity and reduce
gerial efficiency and programme eff ctiveness. 
 DAC reports,,have 6ften 
 ,*"4pointed to the significant gain in efficiency that could be achieved if donors
could agree on common or at least easily compatible procedures for import
 

60. Local-currency programme implementation procedures could also be
standardized to some advantage, but the main need here is to integrate them

with host country budget and fiscal systems. -


Staffing and Manpower Nleds 

61. Itha'been assumed that NPA is less staff-intensive than project aid ' .and in that sAi|J~'an efficient way of transferring resources when that is
a
principal obj*0tive. 
On the face of it this assumption is valid. Even for ,

the simplest CIP designed essentially to ease balance-of-payments stringency,' 
 -
however, experience has shown that some care in deciding 
on comm.odity 
 'allocation among end-users and procurement and marketing arrangements can
forestall difficulties and assure speedy and effective procurement andtiuse.
For cash transfers, of course, the mipower needs for the actual transfer are
 
minimal.
 

'' . ,* 62. 
 When more specific objectives are iavclyed and particularly when

Jimportant policy and' institutional reform is 'an 0bjective, the requirement for
substantial analysis, planning and negotiation becomes much greater.

adequacy of staff for NPA programme olajning must be a 

The
 
serious concern in
evaluation. 
Substantial macroeconomic and sector analysis is required. 
When
policy reforms are part of the package, inpit from high quality, experienced'professional experts is needed. 
 ' : , 

63. To some extent the anlyi and planning work involved inINPA 'verlaps 
that .. general prograe: ptn'ing..requiredin 
 Thereis also scope forg.eetin
much of the need,.:for, :expertise....- .. ..and.. aa,,.r. is,.P .. --.
<.. ,a technical, assis tance. ..an 
case, whether the burden falls heavily on administrative staff or not, 

... .......ov e.r - In tny
 
the
" 
 basic fact'is that substantial high-level manpower is almost always essential 

I 

and the specialties needed are largel u1v diiferen f0ithse fi' prject~~ ~'< operations. The. Wor'ld Bank reports tha 
i 
manpowet- needs 

fi 
per P prto r 

oPA tpesameiords, a foVr ''cause .
 of thelarger average'sizeNA: operat ions oever of
the mavoower er dollar ccmmitted,is lower.
 

b4. Ihe'e'individual doo r i economise on its stafr input ifit1 prvie 
 NPA infait rovdesNPAinupport of zi~og~er' largely plamned and'negotiated 
II'btwee ecpii4iohthe> as 'n th~ case ofWorld Baner doo ecipient, an 
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structural adjustment prograimes. The supporting donor might want to monitor
and appraise the analysis and planning involved, but would not need to go to
the same lengths and would not need high-level technical expertise in all
 
areas covered by the programme.
 

IV. EVALUATION EXPERIENCE
 

65. 
 In view of the wide variation in types of programmes falling under theNPA rubric, in the extent to which NPA is provided by different donors and in
the character and breadth of the objectives they seek to achieve it is no
surprise that they vary considerably in their approach to evaluation and the
 
focus of their lessons learned.
 

Evaluation Activity
 

66. 
 It used to be a truism that NPA had been neglected in the evaluation of
aid effectiveness. 
 It may still be true in quantitative terms, but there is
 now a considerable body of accumulated NPA evaluative studies and a
substantial and increasing amount of such work is being done. 
 The level of
interest in the lessons from such evaluation among aid policy-makers has
become impressive. The level of interest and effort remains very uneven,
however. 
Donors which rely on NPA to support major programme objectives

-- particularly when policy reform is at issue 
-- are now bringing to bear a
considerable evaluation effort with an eye to improving programme realism and
effectiveness. 
 Evaluation of NPA thus may address situations where policy
reform is a new element but also situations in the past where there has been
 
no link with policy reforms.
 

67. 
 The World Bank was among the first to undertake systematic evaluation

of NPA programmes. The pathfinding nature of the Bank's work was recognised

at the 1985 DAC Joint Review, which urged the Expert Group to take special
note of it. 
The Bank has been following closely its structural adjustment

operations and has produced recently a major synthesis report on the first
 
structural adjustment loans/credits in ten countries.
 

68. Donors now not only carry out many evaluations of individual NPA
activities; 
 they frequently give high priority to synthesis or cross-section

studies which pull together or conduct de novo evaluations of a selected or
representative group of NPA operations, looking for lessons that are recurrent
 
and comparing results when differing approaches have been taken.
United Kingdom has done a desk study based on 

The
 
existing reports covering nine
examples of NPA and followed it up with a more intensive field evaluation of
four of them. USAID has completed a study covering four recent commodity


import programmes and another dealing with five food aid programmes. The
Federal Republic of Germany inspection unit has increased its emphasis on
cross-section evaluations as a basis for policy review. 
These have included
studies of its aid to development banks, food security programmes ar,' regional
development. 
 It has also just started an overall evaluation of its programme
assistance (NPA). 
 Canada recently completed a major corporate review of its
line-of-credit and commodity-aid programmes. 
This list is illustrative, not a
 
complete tabulation.
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69. Other donors, particularly those which use NPA mainly for a simple

resource transfer and do not emphasize policy dialogue and conditions, lay
much less stress on NPA evaluation and generally focus more narrowly on the
simple efficiency of import programming and implementation. In several cases,

however, they do attempt to target the imports financed to benefit particular
groups, e.g., 
the poor small farmers, and in their evaluations try to

determine whether the effort succeeded.
 

70. Cash transfer NPA .'ppears as yet to have been subjected to little or no
formal evaluation. Even though it is a substantial part of total NPA itfigures in the programmes of only a few donors. Hitherto they have providedcash transfers mainly to countries with which they have intimate historical
links or close political and security relations. In some cases they considerthat their knowledge of the recipients' policies and programnes and influence 
or control over them is so intimate and day-to-day that fcrmal evaluation
would be redundant. 
Where the main reasons for the aid are political the

donor presumably would find a 
formal economic evaluation irrelevant if not
counterproductive. The United not the point of exStates has yet reached postevaluation of its recent "performance disbursement" NPA cash transfer 
prograies.
 

Problems and Guidelines 

71. The Expert Group's 1985 Compendium, Methods and Procedures in Aid
Evaluation [OECD, 1986], noted that one reason why relatively little
evaluation of NPA had been done was that the objectives of such assistance are 
often ill-defined. 

72. 
 The United States note on "Guidelines for the Evaluation of Non-Project

Assistance" [DAC/EV(86)5] cited the special aspects often involved in NPA
 
evaluation: 
 commodity selection and procurement, balance-of-payments effects,
effects on capacity utilisation and employment, budget and financial! aspects

including local-currency counterpart programming and control, sector focus and
the especially important linkage of NPA to policy and institutional reform.
It discussed at some length two pervasive factors that particularly bedevil

efforts to determine even the imediate results of NPA and even more its

important impacts. 
 The first is the intrinsic fungibility of NPA, as also for
projects, in terms of the recipient's foreign exchange budget and internal
 resource allocations. Fungibility is often complete, and efforts to limit it
 are inevitably partially ineffective and often largely so. 
 At best, estimates

of additionality are educated guesses. 
The second is the virtual
 
impossibility of establishing convincing cause-and-effect relationships

between NPA and its macrocconomic or even sectoral impacts, which are often
its principal objectives. Changes in impinging policies, global and domestic

market conditions, action by other donors, weather, etc., 
are not merely
sometimes but almost invariably paramount in determining results in anyabsolute sence. 
This does not mean that the NPA and related policies do not
 
make an important difference but only that it is very difficult to factor out
 
this difference with any certainty and precision.
 

73. The recent experience reflected in responses to the questionnaire

reinforces those observations and guidelines as issues to consider in framing
guidelines for NPA evaluation. It suggests special aspects of NPA bearing on
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the timing of evaluations and. the feasibility and utility of some kinds of
 
assessment.
 

74. Objectives of avaluation versus objectives of NPA. 
Evaluation should
always emphasize the original objectives of the activitybeing evaluated.

Particularly for NPA, however, that is seldom the whole story. 
As noted
above, objectives of NPA operations are often remarkably vague. 
 One
respondent noted that decisions on NPA operations are often made at a very

high level in an atmosphere of urgency with a minimum of normal

documentation. 
One respondent commented that the objectives are sometimes
deliberately left tacit or imprecise. 
Beyond that, political and security
objectives are also often important in relation to NPA. 
Moreover even where
development objectives are clearly identified they are often multiple and
 
disparate.
 

75. 
 None of this qualifies the need to pin down NPA objectives as firmly as

possible and to assess the degree of success in reaching them. 
 As noted
above, however, NPA can contribute to many kinds of result. 
NPA operations

are often relatively large in relation to a donor's programme for the
recipient. 
In planning and carrying out NPA evaluations, therefore, it is

appropriate for a development assistance agency to consider, in addition to
the specific objectives of the NPA, such questions as the following: 
 How
effectively does it contribute to the donor's general programme objectives for
the recipient? 
What other significant developmental results did it have?
Could these have been improved? Where political considerations are part of

the justification, are there appropriate criteria to guide evaluations of such
 
objectives?
 

76. 
 The effects of aid versus the effects of institutional and poli E
changes. 
When support of policy and institutiunal reform is an important
aspect of NPA the relationship between the aid and the reforms may be
 
tenuous. 
 In the case of sector-oriented NPA tho imports financed may
contribute directly to sector objectives. They may include fertilizer,

pesticides and other supplies for an agricultural or rural development
programme, for instance. The local-currency counterpart may also provide

funds for sectoral institutions and programmes.
 

77. 
 When general policy and institutional reform is a major objective there
is often a much less direct connection. In some cases institution of reforms
 
may entail costs or risks which aid can offset. For instance, a surge of
imports may occur when trade policy is liberalised, but be expected to taper

off when backlog demand is exhausted and to be offset as production and
exports respond with some lag. 
 More often, however, the rationale for the aid
is that it will sustain a level of income and consumption while adjustment and
reform are taking effect. Typically the recipient country is in a crisis
 
situation in which severe disruptions of production and privation have
occurred or are imminent. Poiicy and institutional reform is designed to
restore balance and a framework for reduced dependency and feasible progress.
The main role of the aid component is to ease the severity and abruptness ofthe necessary belt tightening and sustain imports and production until the
effects of the reforms take hold.can 
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78. The effects of the aid and of the reforms are very largely distinct.The aid has its effects mainly the shortin run, the reforms over a longerperiod. T-hey do interact: 
 the cushion provided by the NPA contributes to the
political and social feasibility of the reforms by tempering the necessary
severity of deflation, wage restraints and other reform measures; 
 the reforms
contribute to recovery and growth of output and exports and make the aid a
bridge rather than a palliative. 
But they remain distinct and disparate in
timing. 
 The short-term reform programmes related to D.IF z-:=sistance and thelong-term structural adjustment programmes of the World Bank reflect this
distinction.
 

79. Aid in these circumstances typically comes from several donors more orless formally co-ordinated. The direct effects of a donor's input and the
general effects of the total aid input on 
the balance of payments, imports,
use of capacity, employment and output can be assessed quite soon after its
expediture. The effectiveness 
 of the -eforms can only be assessed after asubstantial lapse of time.
 

80. Evaluation versus operati)n-s manaemenr. TYcpcal time phasing of many'-PA operations and the importance )f imleentation monitoring considerably
limit the scope for mid-term evaluation, 
 as distinct from operationsmanagement 'when the one-year imort programme is taken as the unit forevaluation. The commodities are often delivered and the funds largelyexpended within two years. 
 Any problems and delays encountered should
normally be identified and dealt with as part of the normal implementation

monitoring and management process.
 

81. Evaluation versus country econcmic analysis and programme planning. Atthe other end of the evaluation spectrum is the assessment of ultimate resultsand impact of NPA operations. 
There are serious qestions i.n relation to many
operations as howto far it is realiz-tic if, worthwhile to totry go. To theextent that the NPA objectives il'e narrCwl' related to importsthe financed-- with fungibilitv not at issue 
focused on a narrow sector or region, it may 

pn 

be possible to make plausible
 

-- dlid Dolicv considerations involved 

estimates ot output ana impact. To mhe e.tent thac the inputs are fungible orwhen major Policy and institutional refr-ars are an important element in theNPA operation and when it is in the ontext of or even linked to astabilization or structural adjust;nent Prt'gramine dependent theonparticipation of other donors, the at t L assess impact becomes illusory.What is needed is a very broad assessment of the recipient's economy, thesuccess of its policies anu prografsrnes and the role of aid from all donors
over a period of time 
that realisice, allows for the implementation ofpolicy and institutional reforms -c, ;r-ing through the economy of theireffects. Such isanalysis in-rtin. !-eopt to get at it from the pointof view of one donor's 
such 

NPA in isolaron 1 'ot Likeiy to be fruitful. Whetherstudies should be considered .e....ua.i technically is not important.Who should do them and how they shculd e are important questions. Theevaluation or inspection units of 5;-,.' apparently undertakenthem. It would be artificial and ev-.n ii's-1ading, however to put them underthe rubric of NPA evaluation. 

how far to attempt to r.srcific82. is NPA programme and howsoon to do it become serious i-s.es. ,csahe minimum lookinto the immediate outputs to whicn thel r . inputs contribute even when they 
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know the additionality involved is limited. 
 In the usual case in which an
important objective is 
to ease a tight balance-of-payments situation they
commonly consider how the results compare with the forecast in the light of
which the aid was committed. Such analysis is feasible quite soon after

.Jisbu:sement is completed.
 

83. 
 Where reforms of policy and institutions are objectives of the activity
the focus for some time must be on progress in instituting the reforms and
effecti.veness in implementing them. 
When agreed reforms are not effectively
implemented a major question frr the evaluator is whether the original
agreement by the recipient reflected real understanding and conviction that
the reforms were needed or merely lip service. If it appears that the latter
case prevailed further questions arise as to whether there were indications
that should have alerted the donor to the danger and what might have been doneto achieve better results. 
As reforms progress _it isclearly appropriate tolook for earlv evidence that they are beginning to produce the resultsintended or 
that they are having unintended results -- favourable orunfavourable. 
 But final judgment must usually .ait for years and then is
liKely to be subject to the proolems noted above.
 

84. Conflicting objectives. 
Ahen there are multiple objectives involved in
NPA it is always important to consider whether and 
to what extent they
conflict ;nd at wthat 
cost to the various objectives, particularly
developmental ones. 
When CIP procurement is tied to imports from the donor
the cost and delay involved should be analysed. 'When aid intended to help
ease balance-of-payments stringency is narrowly in order trylimited to toprevent wasteful use or for cosmetic reasons any costs 
in terms of delay,
administrative burden or price should be identified ifpossible and weighed

against the risks.
 

85. 
 In the area of policy and insLitutional reform, of course, conflicting
objectives can be particularly damaging. 
 In the rather typical case of an NPA
activity designed both to support a structural adjustment programme with
important trade, investment, budget and administrative organisation and
management components, and also to support sectoral objectives, the danger can
be considerable that approaches to sector problems will be taken which
conflict with rather than reinforce structural reforms.
 

86. Output from commodity inputs. When NPA financed imports are intended
to produce specific outputs such as 
increased use of capacity and employmentor increased supply of wage goods for low-income groups -- and even when suchobjectives are considered secondary to balance-of-payments support and theresources are believed to be fungible 
-- donors generally seek to determinethe outputs and effects to the extent feasible. In this connection it hasbeen found that not only what commodities are imported but also the donor andrecipient rules and procedures applicable can have effects 
-- positive and
negative -- worth considering. The procedures may conflict with trade
liberalisation reforms; the exchange rate and pricing may impede use of the
aid or, more commonly, when the local currency is overvalued, bestow
undesirable windfall profits on importers and encourage excessive use andmisallocation of imported commodities. It is, thus, important to examine theprocedural and administrative aspects and how they are handled by each donor. 
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87. Local-currency counterpart programming. 
Whether or not the donor
exercises any control over local-currency counterpart funds it is useful toconsider the impact of NPA-financed imports on internal 
resources allocation.
In particular, when such imports go to government institutions and are not
charged in some way to their budgets, the imports may subvert budget
discipline and provide a hidden subsidy. 
 her, sales proceeds or the
counterpart of the imports are subject to agreed use it is significant to
consider whether the allocations are mainly domestic or whether they affect
resource allocations. 
Again the question of whether the gains are worth the
cost in administrative burden and delay arises. 
 There is 
some danger that
pursuit of sector or project objectives via this channel may undermine broader
policy, especially in the context of stabilization and structural adjustment

reform programmes. 

88. Co-ordination. The adequacy of co-ordinationprogranes is an important but difficult area 
with other donor 

NPA for evaluation. Currentlyprogrammes are in mostcountries 
the 

involved in agreements or negotiations withIF and/or the World Bank on major policy and institutional reforms. In
such situations bilateral NPA and Bank and Fund assistance are mutually
supportive. NPA may be linked more or less firmly to adherence tostabilization and structural adjustment agreements.
however, NPA If not so linked,
can reduce the recipient's senseiplementing needed reforms. 
of urgency in adopting and
 

Whether 
Other donors may also be in the picture.
the degree of linkage between 

negotiations and 
an NPA programme and Bank/Fund 

consider. 
agreements is appropriate is an important question to
On what basis was the importance and validity of the Bank/Fund
conditions determined? 
Are sectoral and other separate NPA policy and
institutional provisions well integrated with the broad reform programme? 
Was
there adequate consultation with the Bank and Fund and effective co-ordination
with other donors involved in sectoral programmes?
 

89. 
 Given the diversity of NPA programmes in 
-erms of objectives, form and
degree of policy involvement, no standard guideline or outline would beuseful. A prescribed framework can do more harm than good by narrowing theevaluator's focus and inhibiting initiative and flexibility. 
The terms of
reference for any NPA evaluation must be tailored to its individuai
characteristics and surrounding circumstances. 
 The following is intended not
as a standard outline but more as a check-list indicating subjects frequently
relevant in the evaluation of NPA for consideration when appropriate in light
of the special features of an individual case.
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SUGGESTED.OUTLINE FOR 	 EVALUATION OF NPA 

Introduction 

Summary
 

1. Background of the Programme
 

1.1 	Underlying economic conditions
 
1.2 	Specific objectives of programme
1.3 	Assumptions and design of programme

1.4 	Summing up general relationship between the economy and the programme
 

2.Methodology of Evaluation
 

2.1 	Sorting out issues of fungibility, additionality and causality
2.2 	Distinguishing between macroeconomic and sector effects
2.3 	Defining ways of establishing the effects of programme
 

3. Effects of NPA
 

3.1 	Policy changes (when linked to NPA)
 

3.1.1 Macromanagement and the trade regime
3.1.2 Efficiency of resource use, with emphasis on sector level where
 
appropriate


3.1.3 Mobilisation of resources
 

3.2 	Comparing quantitative changes in the economy with those anticipated in
the programme
 

3.2.1 Macro changes

3.2.2 Sector changes
 
3.2.3 Balance of payments

3.2.4 Distribution and equity
 

3.3 	Institutional changes

3.4 	Local-currency programming
 

4. Management of the Programme
 

4.1 Measures of efficiency relating value of outputs of the programme to
the costs of inputs
4.2 Measures of effectiveness relating efforts to change policy or
institutions to changes actually carried out
4.3 	Measures of effectiveness of local currency programming
4.4 	Ensuring feedback into design of future programmes
 

S. Lessons Learned and Recommendations
 

Appendices on methodology, statistical analysis, tables, reference
materials, etc., 
as appropriate.
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Lessons Learned
 

90. 
 In its 1984 report on the "Lessons of Experience" the Expert Group
included a summary of lessons with respect to NPA based on evaluation work
which had 	been done until then. 
This summary was widely endorsed.
Robert Cassen in his 1985 study for the Development Commitee, Does Aid Work?
(Clarendon, Oxford, 1986), 
commented that it "...
upon". 	 can hardly be improved
The following paragraphs quoting and commenting on the eight lessons
on NPA may be appropriate at this time in the light of the responses to the
questionnaire and various related reports, particularly those referred to in
the previous section.
 

91. 
 1. "The objectives (including political and commercial ones) of the
programme aid often tend to be diffuse and need to be better focused
and defined. Potenti 
I conflicts between the various objectives can
also mean 	 that none will bo achieved."
 

92. This conclusion is confirn.d v rce studies. Tying of aid and
targeting of NPA on sector or particular oeneficiarv needs have often been
found to conflict with fast, efficient transfer of 
resources. Policy reform
objectives in particular have soL. times been found to have been ill defined,
casting doubt on their utility and making them difficult to monitor and
evaluate.
 

93. 	 . "Non-project aid should be fully incorporated as a part of a
multi-year country programming irpo rtda
 
94. 
 The incongruity between the fast-acutng NPA resource and the much
longer time required for realisacion of many of the results sought has been
emphasized inmany studies and in the questionnaire responses. Particularly
when NPA is intended to support important policy and institutional reform
within a year to eighteen months over wh
ich the resources flow contrasts
1
sharply with the longer period realistically needed to design and phase in
major policy and programme changes 
aa h: .,'n Longer time required for the
effects of these changes to .or' 
their ',av '--r,,q the economy, Essential
institutional development and strengtuq',inz ma'.' be even more difficult and
time-consuming than policv measures. 
 -he ;,.7uWd 	Bank's structural adjustment
lending programme was established ,i.h ,hi 
 ".ea t'it 	the process should be
substantially effective over a perio 
or 
,±re ta 	 .ive years. mhe Bank'sevaluation studies of its early struc .ural adiuszment programmes found that
this is often quite unrealistic. 
 France su,-ggeszed that a twelve to fifteen
year time frame would be more normal. 
 Together with intensive, high-quality
country and sector analysis, 
more selective arid realistically phased policy
emphases make for more successful cl:: c. 
logue and 	conditions. 
 NPA loaded
with too many simultaneous conditions has resulted in overload, backlash and
delay in key reforms, intensification of imbalances and ultimately
deterioration in the situation. 
Any ,major r:.esLructuring programme should be
thought of as a process involving a sequence of :easures or phases supported
by a series of annual increments of NPA. 
 Tne respondenc concludes that the
"quick" and "good" are mutually exclusive, at least in situations in which
long-term 	restructuring is needed to ach:eve a sustainable fiscal and
international payments balance.
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95. While NPA support for.major policy and institutional reform should beplanned on a multi-year basis it should not be too rigid. Flexibility isneeded in dealing with the timing and political and administrative problems inintroducing major reforms. 
 Unpredictable changes 
in world markets, weatherand other decisive external factors can call for changes in schedule andprogrammes. 
 Continuous monitoring of the programme and impact of reforms in
close co-operation with host-country authorities is essential.
 

96. 3. "Programme aid is most likely to be effective when it is

concentrated on a sector, when it is combined with complementary
inputs and when "t is provided within an appropriate policyframework. -(perience has shown that non-project aid without policyreform is likely to be only a short-term palliative often obscuringthe need to address the underlying causes of economic deterioration." 

97. This prescription suggests a link between sectorally focused NPA and a very broad policy framework. 
 It is feasible an,- often desirable for
sectorally focused \PA to support policy reform attacking the underl-ing
causes of economic deterioration, but the danger of oi:ed objectives coming inconflict, noted in the first of these findings 
 is sa!. Thorough analysis is
needed of sectoral reforms, and complementari ties oeteen sectoral andmacroeconomic reforms. Effective co-ordination, pacticularN with donors(e.g. , the World Bank) working with the host government on general policy
reforms, is important.
 

98. Some studies suggest a minor caveat on combining disparate elements in
 a single package. Recent 
 reports endorse strongl,, the desirability ofbringing to bear complementary, inputs on sector problems. In particular NPAand technical assistance can be synergistically associated. Some respondents
have found, iowever, that merging 
 them in a single financial and
administrative package can b-e counterproductive. It 
 can create needlessly

cumbersome management problems and awkward funding and planning rigidities.
 

99. It is worth rientioning here that some donors have found that in some
cases the programming cf local-currency accounts 
 has provided an effectivecontext for working with the host government to ensure necessary funding for
sectoral project implementation, institutional development and priority
programmes. in least it
one case at was considered the most useful single

input.
 

100. 4. "Procurement-tied programme aid seldom proves to be as rapid interms of disbursements as Th-eexpected. cumbersomeness of 
procurement procedures may reduce the eff-ectiveness of programme aidfor dealing with urgent balance-of-Daynents needs. Furthermore,

there Js usually a trade-off between the degree of concentration ofsuch assistance and the rapidity of disbursements." 

101. Recent experience does not cast doubt on the general tenor of this
finding. Most respondents report, however, that in mcst cases tied NPA has
been used with reasonable dispatch and efficiency, even when sectorallyfocused. 
 No doubt the problem is much more severe for some donors in 
some
host countries depending upon the fit between what the recipient needs andwhat the donor can economically supply. Careful planning and management interms of determining need for products, procurement channels and procedures, 



DAC(87)28 
 26
 

internal allocation and marketing and accounting requirements often pays off
in forestalling delay and problems. 
Donors emphasize the need for verifying
requirements, finding that the recipients often exaggerate their needs.
 

102. 
 One complex of issues which donors identify as meriting careful

attention relates to the rules and procudures affecting internal pricing and
counterpart local-currency deposit. If mishandled these can impede use of the
NPA, provide importers with unwarranted windfall profits, distort utilisation
 
of supplies or conflict with policy and fiscal discipline.
 

103. 	 5. "Individual donors are rarely effective in promoting economic reform
 
through non-project assistance. 
 They should therefore work in
 
concert with other donors and the international financial

institutions. 
 Decisions 	on the mix of project and non-project aid

should also take into account the programmes of these other donors
 
and institutions. Non-project aid should normally be provided as
part of a multi-donor effort to ensure 
that sufficient resources are

available to support objectives agreed with recipients.
 

"Consultative groups and other donor-recipient groups are necessary

as constructive mechanisms for co-ordinating donors in providing
 
non-project aid."
 

104. The general validity of this finding has been confirmed and the
widespread need for reform has been increasingly recognised. Much room

remains, however, for more effective co-ordination and for positive

co-ordination of donors in support of Bank and Fund policy dialogue and
negotiation with developing countries on reform programmes. 
Some cases are
mentioned 	in which availability of NPA may have contributed to collapse of 
MF
EFF stabilization programme negotiations or with compliance with such
 programmes or with World Bank structural adjustment programmes. In the area

of stabilization and structural adjustment, close co-ordination by the Bank
and Fund is, of course, the 
 first essential. Their co-ordination and
division of primary responsibility has been the subject of careful negotiation

and is generally close and effective. 
 there have been some tensions; in
particular, the Fund has sometimes been less concerned about the development
impact of its recommendations and agreements than the Bank thought appropriate.
 

10S. Co-ordination is not always an easy or costless option. 
Several cases
 
are reported in which donors with NPA programmes linked to Bank/Fund

agreements faced difficult decisions when IMF agreements disintegrated or
failed to materialise. Their own NPA also had other high-priority sectoral and
policy objectives. Many bilateral donors are unwilling to tie their NPA
rigidly to WlFWorld Bank conditions wiorked out with the recipient without
 
their participation. 
The Bank's report found that little effort had been
devoted to enlisting major donor co-operition in support of structural

ajustment programmes, but that more was planned. 
It would appear that the
effectiveness of such programmes could be considerably improved if more donors
had the will to undertake positive participation. One respondent commented
that the traditional consultative groups have become unwieldy and not very
effective in promoting serious co-ordination. It might require advanceconsultation among the participants and with the recipient in an ad hoc group

or reconstituted consultative group more like the early consortia.
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106. 
 6. 'When urgent balance-of-payments assistance is required, tied
programme aid should focus on imported recurrent inputs rather than
investment goods. Rapid disbursement could be ensured by minimising
restrictions, limiting bureaucratic intervention and increasing the
flexibility of procedures. Sectorally oriented programme aid is
more appropriate for longer-term assistance and provides a 
means for
focusing development resources on broader sector issues which cannot
be encompassed in standard project aid."
 
107. 
 Comments by several respondents suggest that both halves of this
conclusion are too narrow as general rules. 
 Balancing, expansion and
modernising equipment needs not readily adaptable to project treatment may be
urgent and important, particularly in the context of a restructuring effort.
NPA may be an efficient way of supplying such needs, especially for private
concerns and other enterprises operating under market Jisciplines.
 

108. 
 While most current NPA is designed primarily to tide over immediate
balance-of-payments problems it 
can also be very" effective in longer-term
support of development programmes. 
Major NPA programmes were important for
many years in several donors' india programmes. 
One donor mentions a current
major programme in which NPA is essential because the import needs of the
development programme cannot be covered efficiently by project aid.
Cassen (op. cit.) 
is at pains to emphasize this point.
 
109. 
 7. "Non-project aid would considerably benefit from strengthened
preparation and appraisal and a 
more consistent approach to
implementation. 
There is a -,-Pryent consi-erable imbalance in these
areas between project and noij-project aid. Sectoraly oriented
non-project aid in particular, in order to be effective, requires
rigorous technical and economic analysis to determine the policy,
institutional and other reforms which may be required. 
Special
studies, carefully integrated with the local agencies involved in
policy-making, a :e often necessary to define and integrate the
needed policy actions."
 

110. 
 This is the conclusion which comes through loudest and most clearly
from most of th-e-tudies and responses. 
 It is not peculiarly or primarily
relevant for sectoral NPA. 
It applies with equal or greater force to
programmes supporting general policy dialogue and reform. 
 Effective support
of major reforms requires deep understanding of the structure and evolution of
the economy and of the coutry's policies and institutions. Much more is
needed than sound diagnosis and "textbook" solutions. Chances of success are
much greater when reform measures and their phasing are tailored to the
country situation taking into account not only purely economic factors but
social and political impact and how to minimise hardship and dangers. 
 Time
phasing must balance urgency with realism. Stabilizatiorn and structural
adjustment programmes typically involve measures imposing severe hardship on
vulnerable groups; 
 failure to anticipate such results and inadequate
provision for alleviating them is 
a 
common cause of injustice as well as of
adverse political reaction and failure of reform programmes. Such analysis
will be most effective .,ihen it engages the participation of the relevant
host-country institutions and is internalised. 
Every effort to press in this
direction should be taken even at considerable cost in time and effort. 
 The
need for analysis and study does not end with the NPA agreement. Most major
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reform programmes will require additional studies to refine the major measures

and programmes involved and prepare second phase and follow-up measures and
 
revisions in the light of problems and changing circumstances which develop.
 

111. This is not to down-grade the importance of good sector analysis. 
 It
 
is particularly important in the context of macroeconomic reform and
 
restructuring. Sector and macroeconomic policies interact and can either
 
reinforce or conflict with each other. 
 It is important to select ways of
 
achieving sector objectives that are compatible with and reinfovce
 
macroeconomic policy reforms.
 

112. 8. "Sectorally oriented non-project aid would usually benefit by being

associated with technical assistance for institutional
 
strengthening. In some cases, technical assistance may even have c;:
 
pu'ecede such non-project aid." 

113. The high-quality country economic and sector work, the importance of
which is stressed above, can be, though it need not be, provided in good 
measure via technical assistance. Te important objective of internalisation 
may be favoured to :he extent that the outsider input can be structured as
technical assistan-e to the responsible host-country institutions. 

114. The Expert Group concluded this discussion of NPA by summarising the

foregoing eight points, emphasizing that it is an important advantage of NPA
 
... that itcan enhance development impact bv fostering an improved policy

dialogue and more effective co-ordination. Evaluations and experience show
the importance of ensuring that non-project aid is linked to a policy
framwork and be undertaken in concert with policy reform". This conclusion 
relates to the importance noted above of internalising the analysis and 
planning or major reform. 

115. The prognosis is poor for the durability and effective implementation

of policy reforms supported by NPA unless the host country genuinely accepts

their desirability and takes responsibility for them. The most favourable
 
pattern is one referred to as "positive" or "ex post" conditionality, in which 
the donors are seen to welcome and support measures announced and adopted in 
advance by the host country. 
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