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INTRODUCTION - 3

The Peer Review Process

The DAC conducts periodic reviews of the individual development co-operation efforts of DAC
members. The policies and programmes of each member are critically examined approximately
once every four or five years. Five members are examined annually. The OECD’s Development
Co-operation Directorate provides analytical support and is responsible for developing and
maintaining the conceptual framework within which the Peer Reviews are undertaken.

The Peer Review is prepared by a team, consisting of representatives of the Secretariat working
with officials from two DAC members who are designated as “examiners”. The country under
review provides a memorandum setting out the main developments in its policies and
programmes. Then the Secretariat and the examiners visit the capital to interview officials,
parliamentarians, as well as civil society and NGO representatives of the donor country to obtain
a first-hand insight into current issues surrounding the development co-operation efforts of the
member concerned. Field visits assess how members are implementing the major DAC policies,
principles and concerns, and review operations in recipient countries, particularly with regard to
poverty reduction, sustainability, gender equality and other aspects of participatory development,
and local aid co-ordination.

The Secretariat then prepares a draft report on the member’s development co-operation which is
the basis for the DAC review meeting at the OECD. At this meeting senior officials from the
member under review respond to questions formulated by the Secretariat in association with the
examiners.

This review contains the Main Findings and Recommendations of the Development Assistance
Committee and the report of the Secretariat. It was prepared with examiners from Denmark and
the European Union for the Peer Review of the United States on 23 June 2011.

In order to achieve its aims the OECD has set up a number of specialised
committees. One of these is the Development Assistance Committee, whose
members have agreed to secure an expansion of aggregate volume of resources
made available to developing countries and to improve their effectiveness. To this
end, members periodically review together both the amount and the nature of their
contributions to aid programmes, bilateral and multilateral, and consult each other
on all other relevant aspects of their development assistance policies.

The members of the Development Assistance Committee are Australia, Austria,
Belgium, Canada, Denmark, Finland, France, Germany, Greece, Ireland, Italy,
Japan, Korea, Luxembourg, the Netherlands, New Zealand, Norway, Portugal,
Spain, Sweden, Switzerland, the United Kingdom, the United States and the
European Union.
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The United States’ aid at a glance

UNITED STATES Gross Bilateral OD4, 2008-09 sverage, unless othenwise shown
Change By Income (USD m) Clackiss .
Net ODA 2008 2009 2008/09 Clockiss from fop
Current (U0 m) 26842 28831 T4% 6738 BLOCs
Constant (2008 USD m) 26842 28 469 6.1% 7872
B Other Low-Income
QDAMGHI 019% 0.21% _
Bilateral share 9% a7% OLower Middle-Income
1367 mUpper Middle-Income
Top Ten Recipients of Gross ODA
(USD million) 2175 OUnallocated
1 Afghanistan 2549
2 Irag 2544 T458
3 Sudan 901 By Region (USDm)
B South of Sah
4 Ethiopia 769 | Fuin at=anars
5 Palestinian Adm. Areas GET B Zouth & Central Asia
6 Colomhbia 645 5358
O Other Asiaand
7 Egypt 552 7194 Cceania
8 Kenya 516 509 miliddle Eastand Morth
9 Pakistan 484 Di‘h;rtii?&merica and
10 South Africa . 451 5081 Caribbean
Memao: Share of gross bilateral ODA DEurope
Top & recipients 29% )
Top 10 recipients 40% 4540 |DUnspecified
Tap 20 recipients 52% 4652 1077
By Sector
C-‘I’a*u 1 :;'u."'u 23:% 33I-".-'i: 43:".-‘:. ECI-".-'E SC‘:-".-'E TC:".-'E g CI-“.-'E 93:% 1 C-IC-‘!"'n
BEducation, Health & Population BOther Social Infrastructure BEconomicinfrastucture
WProduction OMultisector OFragramme Assistance
mDebt Relief BHumanitarian Aic OUnspecified

DAC PEER REVIEW OF THE UNITED STATES © OECD 2011



TABLE OF CONTENTS - 5

Table of contents

o] 0] 1Y/ 0 L PP P TSP PR PRPRTN 9
The DAC’s main findings and recommendations..................ccccoiieiiiiiiiiii e 11
o =] 7 LT =Y o To] i SRS 23
Chapter 1 StrategiC OFIENTALIONS ........c.oiiiieieiicie ettt sre e ste e e restaeeesaeeneennens 23
A global leader with an ambitious agENAA..........cccecieiiiieie e e 23
Strategic orientations: a renewed approach to deVelopmMENt........c.cocvcveiiiie i 24
Supporting broad-based economic deVEIOPMENT ...........coviiiiiiiiiiie e 25
Promoting governance and dBMOCTACY ...........ccuierirrerieieieisiisesie st se et 26
Engaging in food security and health as key factors for the MDGS.........c.ccccccevevieiiiine i, 26
Preventing and responding to CONfliCt and CriSiS..........ccerieiriiiiiiiie s 26
Renewing efforts to integrate gender equality and women’s empowerment ...........cccocceeveereerieenenn. 26
Progress on mainstreaming environment and climate change ...........ccccceve i, 27
Translating Priorities IN0 ACHION .........c.ciiiiii et re b b sre e 27
Balancing geopolitical and development ODJECTIVES ..........coeiiiiiiiiiieee e 28
Administration and Congress: towards a New PartNershiP? .........ccocveiereieinisienese e 28
Communicating and building public awareness and SUPPOIt..........cccoveiiieiiieieciese e 30
Need to build further on public support for development CO-0Peration..........c.ccccvevevvrvriverescnereeee. 30
Raising development awareness and communicating results are crucial ............cccccocevevviviienceenene. 31
FULUIE CONSTABIAIIONS ...ttt ettt sttt e b b e be st be st e sa e e e eneenenreas 32
Chapter 2 Development Beyond Aid............ccociiiiiiiicie e 33
Policy coherence fOr deVEIOPIMENT . .........uiiiiiiie e 33
The national security strategy cannot substitute for a policy coherence for development
T <1310 - RSSO 33
Co-ordination mechanisms: a stronger position for USAID ..o 35
Beyond aid: engaging the Private SECTOT ..........ccciiiiririiiiiii et 36
A leader in developing public-private Partnerships.........ccccccieieiie e 36
A strong 1ead 0N anti-COMUPTION .........ciiiiiiiiiiieiee bbb 38
Fragile states: a more integrated QPPrOACH............coviiririeiiiiiee e 38
FULUIE CONSTABIAIIONS ...ttt ettt sttt et e b e b e besbesbesbenne e neeneenenneas 40
Chapter 3 Aid Volumes, Channels and AIlOCALIONS ..........ccooiiieiiiiie e 41
Official development asSiStanNCe iN SUMMAIY..........cciriiierieieinieese e 41
The largest donor: moving beyond the quantity debate ............coooeoiiiiieiie e 41
The need for more strategy-driven DUAQELING .........ccoiiiiiii i 42
BIlALEral @SSISTANCE ... ecveeeieiee ettt et e st et e e st e e te e besae e b e s te et e teeraeeenreeneenre s 45
A new trend towards good performers: it’s time to develop a risk strategy for others ..................... 45
Growing support to the poorest and the most fragile COUNtIies. .........ccooveviriiie i 46
Sector allocations and thematic SPending deCISIONS..........ccoviiiirirereeee e 47
Multilateral assiStanCce: NEW IMPETUS.........cveieiiiiiiiiite ettt eneas 47
Multilateral assiStance IS groWINg QQaIN .........cvoieiieriiiee et see e e nees 47

DAC PEER REVIEW OF THE UNITED STATES © OECD 2011



6 - TABLE OF CONTENTS

A new commitment to MUILHIALEraliSM .........ooviiii e 48
Making more of the comparative advantage of multilateral agencies............ccccoovvvivirenenenciciinns 49
FULUIE CONSTABIAIIONS ...ttt bbbttt bbbt et e e nenne s 50
Chapter 4 Organisation and ManageMENT..........cccoieirieiiininere e 51
OFGANISALION ...ttt b bbb e st h b bt bt e bR e b e e e st e bt e bt e bt e b e b e nen e e e e ere s 51
A Tragmented Qid SYSTEIM........oiiiiiirie e 51
NG A STV To I Tod (o] £ S R 51
USAID: from the primary US development agency to the world’s premier agency .............cceevennene 53
IMEBNAGEIMENL. ...ttt e e s Rt e e R e st e e r e e R e e neaR e e s e e nr e s reenenreenenneareenne s 54
Looking forward: strategic planning and budgeting for results ..........c.ccocovvviviii i, 54
Rebuilding USAID’s human resources: a key challenge ..........ccoovivirireiniinisiiine e 55
Strengthening Monitoring and EValUALION .............ccerveieiiiiinese e 58
Improving engagement with non-government Stakeholders ............cccooviveieiieciccie e 60
FULUIE CONSTABIAIIONS ...ttt ettt bbb b et bbb na e e e eneanenre s 61
Chapter 5 Aid Effectiveness @and RESUILS ...........coiviveiiiieiiii et sae e e 63
The US embraces the aid effectiveness agenda ............cooeveiriiiriie e 63
Bringing all US agencies 0N DOAId ..........c.coviviiiii it 63
Working around institutional ChallENQES ...........cooiiiiii e 64
US performance against aid effectiveness indiCatOrsS ............ccvviiriiererieieeses e 65
L@ T T o1 o1 o ISR 65
Aligning with and using country strategies and SYSEMS.........c.ccevieerieriiiieere s 66
Building capaCity that TaStS ............cooiiiiieic e 67
Making aid more predictable and tranSPareNt ..........cccecveieieeeere s 68
Untying aid: good progress, but more NEEAEd...........ccocviieieiieie i 68
Need to pursue efforts to harmonise work with other donors ...........cccocveeevviei s, 70
Managing for results: accountable t0 WhOM?...........cooiiiiiii e 71
FULUIE CONSTABIAIIONS ...ttt ettt sttt et e b e b e besbesbesbenne e neeneenenneas 72
Chapter 6 HUMANITArian aSSISTANCE .........cuiiiiririeiieieieie ettt bbb 73
Complex humanitarian @id arChitECIUIE ..........oviiiiiiiee e 73
POLICY AN PIINCIPIES...c.eiiieiie ettt et st e st e st e et e e besbeeseesbe e e e sbesbaeeesteateeeens 74
Strengthening humanitarian policy would promote more joined-up, holistic responses .................. 74
A renewed focus on recovery, and some opportunities for improved humanitarian-development
FINKAGES ... bbbt bt b b b et b bbbt 75
Progress on untying food aid and providing more appropriate food commodities ..........c..cccooveneee. 76
Partnership and fuNding QPPrOACNES ...........coiiiiiriii e 76
A strong and supportive humanitarian partner in the field, with an increasing global voice............. 76
A generous but not always predictable donor, taking some steps to widen the
hUMANITArian dONOT DASE .....c.iiiiiiiie ettt sttt st et sre e nbe e e eesaeeeeneas 77
Does national interest drive funding alloCatiONS? ..........cooiieiiiiiii i 78
Rapid response and the civil-military iINterface ..o 78
Rapid, hands-on, effective EmMEergency rESPONSE .........cieierieeeee ettt ettt neas 78
The challenges of partnering with the Military ..o 78
Compliance with COUNTErterroriSImM MEASUIES ........cc.eiveieieieeriesiesiesie ettt sbe b sse e 79
Learning and aCCoUNTADTTITY ..........o.oiiiiie ettt seeenee e 80
Making learning MOore SYSIEMALIC .........ecveveieiiiiiesiesie ettt ene s 80
ManagiNg @10 GEIIVETY ......c.oiiiii bbbt bttt 81
FULUPE CONSTABIALIONS ......c.eiiieiiie ettt ettt st et e e ste s e besseeneesaeeneeseeeteeneeseeeneeneeas 82

DAC PEER REVIEW OF THE UNITED STATES © OECD 2011



TABLE OF CONTENTS - 7

Annex A Progress since the 2006 DAC Peer Review recommendations.............ccccocvvvveiininnnennns 83
Annex B OECD/DAC standard suite of tables............cccooiiiiie e 87
Annex C Partner country visits to Ghana and Jordan.............ccccocvvveiiiiiic i 95
Annex D Organisation charts and tables.............cccoiiiicc e 103
DESCIIPLION OF KBY TEITINIS ...ttt bbbt b et neane s 107
BIBIIOGIAPNY ... 111
Tables
Table 1.  US’s building blocks for policy coherence for development............ccocvvvvrereneneiieinnnnn. 34
Table B.1. Total fINanCIal FIOWS ........ccooiiiiiiiiii e 87
Table B.2. ODA DY MaiN CAtBGOIIES.....veiveiieiteeieiie et et st esre et sre e ste e ss e te e e stesteesresbeeteesbesneesee e 88
Table B.3. Bilateral ODA allocable by region and inCOME group.........cccevveveinenineneneseneeeeeeenes 89
Table B.4. Main recipients of bilateral ODAL ..o 90
Table B.5. Bilateral ODA DY MajOr PUIPOSES ......civieiiitiieeiesteaiestesteesiesreessestesseesresteeeesresssessesseeseeses 91
Table B.6. Comparative aid PErforManCe ..........cociiiriirieiiieiee st 92
Table D.1. US performance against Paris Declaration INdicators............ccooovvvveveiivsieeninsinernsceeneeee 105
Figures
Figure 1.  Distribution of US assiStance DY ageNCY .........cooiiiiiiiiiiieee e 43
Figure 2. 2009 multilateral and non-core multilateral ODA ..o 48
Figure B.1. Net ODA from DAC countries in 2009.........ccccciviiieieiieie et sre e 93
Figure C.1. US ODA t0 Ghana and JOrdan ............cccoeiiiiinininiiesieseeee s 96
Figure D.1. USAID Organisation Chart ..........ccccooioiiiiiie ittt s 103
Figure D.2. Department of State Organisation Chart .............ccccvieeiiiiiiiecic s 104
Boxes
Box 1. Good practice: Going from aid to development, stimulating public and private .. investments
14
Box 2. Good practice: the dashboard on US foreign assiStanCe............ccovevvevrininineneneneseeeeniens 15
Box 3. Good practice: the MCC’s approach to quality aid ............ccceveiriiniiincineinesesceeas 19
Box 4. Good practice: engaging partners in humanitarian training...........c.ccoeevieiieiievesieeneseeieenens 22
Box 5. Three key strategic documents guiding the US aid programme............ccccocevereneneisieninninns 25
Box 6. A leader in aid focused on gender eqUality ..........ccccviririiiniieice e 27
Box 7. The structure of the National Security COUNCIl............cccoov i 35
Box 8. The US Global Development Alliance: an evolving approach to partnerships.................... 37
Box 9. Multilateral aid in the presidential policy directive and the QDDR: a summary ................. 49
Box 10. The Millennium Challenge Corporation: an innovative approach ..........c.ccoccoveveveieieeennns 52
Box 11. Impact of diminishing staff levels on USAID programme delivery.........ccocooovroenviiiinnnns 56
Box 12. USAID/State Department procurement reform: using more local capacity ...........ccccceveevnnnne 70
Box 13. Innovative approaches in an urban refugee context — lessons from Jordan...............c.......... 81
Box C.1. Conditions attached to US cash transfers help drive reforms in Jordan ...........cccccoceevenee. 100
Box C.2. Donor co-ordination in Ghana: change of the guard ... 101
Box C.3. Donor co-ordination iN JOrdan............ccovveiiiiie it 102

DAC PEER REVIEW OF THE UNITED STATES © OECD 2011






ACRONYMS - 9

Acronyms
AAA Accra Agenda for Action
BRICK Brazil, Russia, India, China, Korea
CERF Central Emergency Response Fund
CERP Commander’s Emergency Response Program (CERP)
CGD Centre for Global Development
CPIA Country Policy and Institutional Assessment (World Bank)
CRS Creditor Reporting System
CSO Civil society organisation
DAC Development Assistance Committee of the Organisation
for Economic Co-operation and Development
DoA Department of Agriculture
DoD Department of Defense
DoS Department of State
DP-PAF Development Partners — Performance Assessment Framework (Ghana)
DRR Disaster risk reduction
FAF Foreign Assistance Framework
FY Fiscal year
GAO Government Accountability Office
GHD Good Humanitarian Donorship initiative
GNI Gross national income
HIPC Highly indebted poor country
ICRC International Committee of the Red Cross
IFI International financial institution
IMF International Monetary Fund
IPC Interagency Policy Committee
LDC Least developed country
LIC Low income country
MCA Millennium Challenge Account

MCC Millennium Challenge Corporation
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MDBS Multi-Donor Budgetary Support

MDG Millennium Development Goal

MIC Middle income country

MOPAN Multilateral Organisations Performance Assessment Network

NGO Non-governmental organisation

NSC National Security Council

OCHA United Nations Office for the Co-ordination of Humanitarian ~ Affairs

ODA Official development assistance

OFDA Office for US Foreign Disaster Assistance

PEPFAR  President's Emergency Plan for AIDS Relief

PPD Presidential Policy Directive on Global Development

PRM The Department of State’s Bureau for Population, Refugees and
Migration

QDDR Quadrennial Diplomacy and Development Review

UN United Nations

UNDP United Nations Development Programme

UNFPA United Nations Population Fund
UNHCR United Nations Refugee Agency
UNICEF United Nations Children's Fund

UNRWA  United Nations Relief and Works Agency for Palestine Refugees in
the Near East

USAID United States Agency for International Development

WFP World Food Programme
WHO World Health Organization
Signs used:

USD United States Dollar

@) Secretariat estimate in whole or part
- (Nil)

0.0 Negligible

. Not available

Not available separately, but included in total
n.a.  Not applicable

Slight discrepancies in totals are due to rounding.
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The DAC’s main findings and recommendations

Overall framework for development co-operation

Translating vision into strategic guidance

Key findings:

The US Administration’s determination to renew its global leadership on development
is underpinned by new strategic orientations and major reforms, creating a positive
dynamic which raises high expectations among US stakeholders and partners. To
achieve its ambition, the US Administration now needs to secure broad cross-
government ownership of its development vision.

Recommendation: To secure broad ownership of the development vision outlined in
the Presidential Policy Directive on Global Development, the US Administration
should:

e Continue to make every effort to consult with, and gain support from, Congress
for the objectives and results that the development co-operation programme
aims to achieve in the medium term.

e  Strengthen efforts to communicate results and engage more strategically with
Congress and non-state actors in order to reinforce public and political support
for the development co-operation programme.

The US Administration set out its new strategic orientations and ways to engage in
development co-operation in two game-changing documents published in 2010: the
Presidential Policy Directive on Global Development, a first of its kind by an American
Administration, which provides policy guidance to all US government agencies, and the
Quadrennial Diplomacy and Development Review, the first ever analysis of how to
rebuild civilian power to support sustainable development. Together, they outline an
approach based on three elements: i) a policy targeted at sustainable development; ii) an
operational model focused on effectiveness and results, underscoring the importance of
country ownership and promoting effective division of labour among donors; and iii) a
whole of government approach that harnesses development capabilities across
government.

The DAC welcomes the work being done by the US Administration to translate the
policy shift into concrete strategic guidance for the development co-operation
programme. However, the US Foreign Assistance Act — which provides the legal
foundation for the US aid programme — now includes 140 broad priorities and 400
specific directives for implementing the priorities. This proliferation makes it difficult to
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translate the US vision into a coherent set of strategies. It also leads to supply-driven
approaches. Many of these problems could be addressed through a strategic framework
agreed between the Administration and the Congress. This shared vision would define the
objectives and results to be achieved through the development pillar of the “3D”
framework of development, defence and diplomacy. Ultimately, this should allow
Congress to give the Administration greater flexibility in how it conducts its development
programmes and accounts, within the funding levels determined by Congress.

The US Administration also needs to strengthen public support for the aid programme
through more targeted efforts to communicate results. The US has a vibrant and generous
civil society made up of a wide range of coalitions, which include think tanks, NGOs,
foundations, and the private sector. These are instrumental both in advocating and raising
public awareness for development and in implementing the aid programme. The
Administration would gain from engaging more strategically with them both at the policy
and implementation levels, recognising their specificity and the value they can add.

Balancing domestic, geopolitical and development objectives

Key findings:

Elevating the development pillar beside diplomacy and defence and strengthening
civilian leadership as a prerequisite to achieve sustainable development remain
challenging. Ensuring that diplomacy, defence and development are mutually
reinforcing and support the development objectives of the Millennium Development
Goals (MDGs) requires continued strong political leadership.

Recommendation: To meet this challenge, the US Administration should continue to:
. Reinforce the role for USAID in the National Security Council;

e  Give USAID a stronger voice in the final foreign aid budget arbitrations under the
State Department’s authority.

The US national security strategy drives the government’s engagement with partner
countries. Its objective is to advance US values and interests in the areas of security and
prosperity. The alignment of diplomacy, defence and development can be instrumental in
supporting the development efforts of partner countries. However, the US needs to be
careful when dealing simultaneously with geopolitical and security priorities and
development assistance, ensuring that the security driver also supports development
purposes. While reducing poverty is not an explicit overarching objective of US
development co-operation, some important US programmes are oriented towards fighting
poverty, as reflected by the two recent presidential initiatives focused on food security
and health — a focus that the US Administration needs to maintain across all programmes.

While the Department of Defense has become a significant player in delivering
foreign assistance, the US Administration is now taking steps to elevate development
within the 3Ds and to build back civilian power. These are positive signals and will help
balance strategic national interests with development objectives when deciding country
and sector aid allocations. In the field, and in particular in fragile contexts, a strengthened
US co-ordinated approach led by a reinforced civilian power should bring better, longer-
term development results. The clear support that both the Secretary of State and Secretary
of Defense bring to this agenda is encouraging. As announced in the 2010 policy
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directive, the Administrator of USAID will participate in National Security Council
meetings “as appropriate”. Meanwhile USAID, the lead development agency, has a
greater role in formulating its budget and has established the capacity to do so. These are
key developments — if the development pillar is to be elevated, USAID will need to
sustain a strong voice in the National Security Council and in the budgeting process for
foreign assistance.

Promoting development beyond aid

Key findings:

The US government has developed a comprehensive approach to development and
foreign assistance, and is increasingly tapping into expertise across government. It is
also a leader in developing public-private partnerships for development. Other donors
can learn from these examples (Box 1).

The 2010 policy directive signals a welcome step towards more systematic scrutiny of
the impact of US domestic and foreign policies on partner countries. However the US
lacks a strategic framework to ensure that its domestic and foreign policies support, or
at least do not undermine, developing country efforts.

Recommendation: To address this gap, the US Administration should:

e Consider identifying key priority areas in which it will pursue coherence between
development goals and its domestic and other foreign policies;

e Make full use of its interagency policy committee on global development to monitor
and report on efforts to promote coherence and their impact.

The national security strategy and the National Security Council together provide a
framework and an institutional mechanism to ensure consistency across US policies.
However, being driven by US national security interests, they do not aim primarily at
making these policies coherent with partner countries’ development aspirations. Neither
does the national security framework encompass all policies with a potential impact on
partner countries. The policy directive now calls for the Administration to look at the
impact of US policies on developing countries. This is an opportunity to develop a policy
framework which prioritises key areas in which to ensure coherence — an approach that
other donors have found helpful. The interagency policy committee on global
development, established in 2010, could serve as a focal point to promote development
concerns in policy arbitrations related to these areas, and monitor the development impact
of these policies. The US Administration is strengthening its approach to monitoring
performance and results. This should enable it to report better on efforts made to promote
coherence and their impact. Achieving coherence also requires attention in the field.
Clear guidance should encourage US embassies to point out areas of incoherence and
ensure that US engagement does not undermine the partner countries’ development
efforts. The Committee was informed that USAID is soon to launch a “dissent channel”
to allow officials to state their disagreement with US policy, including on matters of
coherence of policies affecting development.
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Box 1. Good practice:
Going from aid to development, stimulating public and private investments

Within government, the US is increasingly working across agencies to motivate all departments
to contribute to development goals, using the policy-making capacity of USAID and the State
Department to design initiatives that have the potential to gain clout. Recent presidential
initiatives, such as Global Health and Feed the Future, harness a range of diplomatic,
development, and technical capacities from across the US government. Likewise, since the
creation of the Global Development Alliance in 2001, the US has been a leader in promoting
public-private partnerships. These increasingly go beyond corporate philanthropy to address core
business interests. The US Administration is also at the forefront in tackling corruption. Given
its extensive experience, the US should assess the contribution of public-private partnerships to
development. This could be shared with the donor community to feed into current debates on
promoting development beyond aid.

Aid volume and allocation: ensuring strategic budgeting of sustained levels of funding

Key findings:

Increasing its official development assistance (ODA) over the last decade, the US has
met all its commitments on aid volume.

The US’ plan to focus on fewer countries while also working more with good
performers may put at risk the support it has given in recent years to poor countries
with weak capacity, especially in Africa.

The predictability of future US assistance would be further enhanced if the US set and
published targets for its future aid volumes.

Budgets continue to be fragmented and heavily earmarked, making it difficult for
implementing agencies to deliver coherent and effective programmes.

The Administration is developing a website on foreign assistance that will increase
transparency of its aid, in its first stage covering the State Department and USAID
(Box 2).

Recommendation: to support its desire to be a global leader on development, the
US should:

e  Maintain the 2010 ODA level, the highest the US has achieved, and as the US
economy improves, increase ODA.

e Ensure that budgets align with the strategic direction provided by the
presidential policy directive, and continue efforts with Congress to streamline
and simplify the foreign aid budget.

e Continue to guard against the risk of dropping aid to the poorest countries with
weakest capacities as a result of the new focus on well performing states.

The US provides about a quarter of global development assistance and remains by far
the largest DAC donor. Both republican and democratic administrations over the last
decade have increased the aid budgets greatly, reaching record levels of USD 30 billion in
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2010. The US has doubled its assistance to Sub-Saharan Africa since 2005, as promised
at the G8 Summit in Gleneagles. US co-operation has also doubled in relation to the size
of the US economy, from 0.1% of gross national income (GNI) in 2001 to 0.21% in 2010.
At its current level, the US ranks 19th of the 23 bilateral DAC donors on this measure.
The DAC takes note of the fact that the US has not committed to the UN target of
allocating 0.7% of its GNI as ODA. A budget deficit of 11% of GDP and the sluggish
recovery of the US economy are putting pressure on the US foreign assistance budget.
Rather than increasing the quantity of aid, the US plans to enhance aid quality by
delivering development co-operation more effectively and efficiently, and by using other
resources to reinforce the impact of development co-operation.

Better, more strategy-driven budgeting should be a key part of efforts to improve the
guality of US assistance. Currently, different allocation models interact, based on
previous funding requests, Presidential initiatives, congressional earmarks, country-
specific budgeting and supplementary appropriations. The result is a highly fragmented
budget that translates into a complex array of instruments and reporting requirements for
field offices, leaving them very little discretion. Consequently, they find it difficult to
build a coherent programme out of such supply-driven funding, let alone to adapt
programmes to local priorities. The DAC welcomes the Administration’s intention to
reform the way in which budgets are prepared, and to i) allocate funds to broader
envelopes with a requirement to report impact, ii) take coherent, country-specific
approaches; iii) work with Congress to limit earmarking and supplementary
appropriations; and iv) simplify ad hoc interagency transfers guided by shared authority
and objectives.

As it plans to engage more with well performing states while focusing development
co-operation on fewer partners, the Administration should guard against the risk of
dropping aid to the poorest countries with weakest capacities — the countries that need aid
the most.

Box 2. Good practice: the dashboard on US foreign assistance

The new “dashboard” website on foreign assistance launched in December 2010 is a positive
step to bring more transparency and accountability on aid volumes. This database was set up to
record all US foreign assistance by agency and purpose, and could prepare the ground for better
joint planning and stronger synergies between aid and non-aid components. To evolve from a
reporting to a planning tool, the dashboard will need to record not only obligations but also
disbursements, and include agencies other than USAID and the State Department.

The US is the fourth-largest donor to the multilateral system, representing 9% of the
DAC’s multilateral aid. The current US Administration has fully embraced
multilateralism; “strengthening multilateral capabilities” is a cornerstone of its new
operational model outlined in the presidential directive. The US is now a constructive
multilateral donor that drives the reform of multilateral agencies towards more results-
based approaches and tries to reduce their reporting burden by relying more on their own
evaluation capacities. The Administration should continue these efforts, and engage with
Congress to ensure that the US supports multilateral agencies in a way that acknowledges
their special nature and comparative advantage.
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Organisation and management

Streamlining systems and processes in a fragmented development co-operation
set-up

Key findings:

The institutional fragmentation of the US development co-operation system is
hampering a more strategic and consolidated approach to policy co-ordination
and programming. The US Administration is making efforts to streamline and
co-ordinate its development co-operation activities at headquarters and in the
field, where the new country strategies offer promising opportunities.

Recommendation: to overcome the difficulties linked to the institutional
fragmentation of the aid programme, the US Administration should:

e Complete the roll-out of the whole-of-government country strategy model
to all field missions, to ensure stronger oversight and consistency of
development activities in the field, ensuring that lessons from the ongoing
pilots are properly integrated;

e Review programming approaches of entities involved in development
cooperation in order to rationalise planning and budgeting processes;

e Harmonise and simplify reporting requirements.

Out of the 27 entities involved in US development co-operation, USAID and the State
Department are the two key drivers of the system. Four other entities are of specific
importance: the departments of health and human services, defense, and treasury; and the
Millennium Challenge Corporation (MCC). In 2006, the US Administration launched a
set of reforms which strengthened collaboration between the State Department and
USAID for strategic programming, budgeting and reporting. However, this reform did not
apply to the other 25 US agencies.

Co-ordination is vital to ensure that the US uses resources and skills in a
complementary and consistent manner. Since 2009 the Administration has taken steps to
improve joint planning and activities, with good results. Strategic co-ordination among
US agencies should be pursued and widened to reinforce synergies among their different
approaches, avoid overlaps and support the US development vision. The policy directive
and quadrennial review provide opportunities to establish cross-government mechanisms
for ensuring consistency in US development policy. In particular, they require Chiefs of
Mission to produce a multi-year integrated country strategy that brings together all
organisations’ country-level planning — a challenging task, since programming, budgeting
and reporting processes vary from one entity to another. The Administration should also
use the country strategies to ensure that resource allocation decisions are closely linked to
realities in the field. It should give country offices a stronger voice in deciding how
resources are allocated across sectors and areas in relation to priorities set in Washington.
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Putting reforms into practice

Key findings:

The State Department and USAID have taken promising steps to drive forward
the critical reforms required to implement the policy directive and quadrennial
review — in themselves significant political achievements. Pursuing these
necessary reforms as a top priority and in ways that ensure sustained progress
requires a strong commitment at all levels.

Recommendation: To pursue the reforms, the US Administration should:

o Provide adequate guidance to staff at headquarters and in US missions,
and ensure — and monitor — that US missions internalise and implement
this guidance;

o Accompany the reforms with appropriate communication and training.

Restoring USAID’s capabilities and promoting more country-driven, outcome-
oriented systems are key priorities for the US Administration. In 2010, USAID embarked
on an ambitious reform — USAID Forward — to make USAID the world’s premier agency
and re-establish it as the leader on development within the Administration, through
modernising and strengthening the agency. The quadrennial review takes the reform
further. It outlines a new business model for a more strategic agency with stronger
linkages between programming and budgeting; more aligned with partner countries’
priorities; more hands-on, implementing rather than only contracting out programmes;
more results-oriented; and more focused on building local capacity to support systems
that are sustainable. The organisational changes needed are now clear and should be
implemented without delay. Promising steps have already been taken, such as the
establishment of the Bureau for Policy, Planning and Learning and the Office of Budget
and Resource Management. Evaluation is another positive example: having recognised
the negative impact of its lack of a central evaluation function, USAID has now set up a
new central evaluation office, and is aiming to re-establish a culture of evaluation and
learning across the agency. An evaluation strategy aligned to DAC standards was
published in January 2011.

The reform process should remain a top priority in the coming years. The
guadrennial review must be implemented at all levels in ways that ensure sustained
progress. While some measures are already being put into practice, others require longer
time to take effect. Along with ensuring sufficient financial resources, implementing the
reforms requires headquarters to provide US missions with adequate guidance and
appropriate training. US missions must internalise this guidance, and will need
appropriate incentives to overcome bureaucratic inertia. In this transition period, it is
necessary to bring staff and external partners up to date with the changes in a supportive
way. Meanwhile managing whole-of-government approaches involving 27 agencies is
labour intensive and the US government should continue to look at ways to streamline the
aid system, using the interagency policy committee to this end.

DAC PEER REVIEW OF THE UNITED STATES © OECD 2011



18 _ THE DAC’S MAIN FINDINGS AND RECOMMENDATIONS

Rebuilding USAID’s human resources

Key findings:

Since the 1990s, decreasing numbers of staff combined with massive increases in
the volume of aid have presented major challenges to USAID’s ability to manage
its programme. USAID needs to consolidate efforts begun in 2006 to rebuild its
human resource capacity.

Recommendation: To build a strong human resource base, USAID should:

e  Back up its workforce plan with a reliable data system to identify gaps in
staffing and skills;

e  Set timeframes to adjust the staff skills mix to the new US aid model and
working contexts;

e  Provide stronger career prospects for local staff.

USAID’s workforce declined by 2.7% between 2004 and 2009, while programme
funding levels almost doubled. This trend, which started in the 1990s, had a major impact
on the way USAID delivered its aid programme, depleting its technical skills and turning
USAID from an implementing organisation to a contracting organisation with reduced
flexibility, weakened ability to support ownership and engage in partnerships, and an
increasingly risk-averse bureaucracy. The number of staff becoming eligible to retire is
another concern, especially as this involves most senior staff.

USAID is aware that it has lost much of the staff expertise, experience and know-
how needed to ensure quality aid. Since 2006, it has taken a strategic approach to
rebuilding its human resources. This has three key components: i) increasing core staff
numbers; ii) developing a workforce planning model; and iii) launching a new agency-
wide approach to training and better aligning staff skills to the agency’s mission. These
reforms are underway and need to be consolidated. In particular, to make its workforce
planning model more effective, USAID should continue to deepen its analysis of
workforce and competency gaps in relation to its objectives. USAID also relies heavily
on locally-recruited personnel. With numbers of local staff set to increase, and
recognising their importance in delivering a quality programme, it should continue to
look at ways to make better use of their expertise and retain the staff at higher grades.

Improving the impact of development co-operation

Disseminating aid quality principles across US development co-operation

Key findings:

Recent US reforms put new emphasis on the aid effectiveness agenda. Past
surveys have shown the US lagging behind in implementing the Paris Declaration
principles of effective aid. These principles are now well understood by USAID,
MCC, and the Treasury, but not to the same extent by other US entities.

As the MCC started implementing its programmes, it demonstrated that its set
up allowed it to deliver aid in line with the principles of more effective aid. In this,
there are good lessons for both the US and other donors (Box3).
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Recommendation: To implement the principles related to improving aid quality
outlined in the policy directive, all relevant US agencies should:

° Develop practical guidance for their development co-operation activities in a
way that also honours the internationally agreed principles of effective aid,;

° Accompany the guidance with adequate training and appropriate incentive
structures, conducive to harmonising efforts with other donors and making
more use of country systems where possible.

In OECD surveys covering 2005-2007 data, the US scored poorly on the Paris
Declaration indicators related to alignment with partner country priorities, the use of
countries’ financial and procurement systems, and harmonisation with other donors.
Challenges in implementing the aid effectiveness principles include congressional
requirements such as earmarking and tying aid to the delivery of US goods and services,
and the focus on short-term outcomes. Current US foreign assistance reforms aimed at
making development co-operation more effective are therefore timely. In line with the
presidential policy directive and the quadrennial review, the USAID Forward reform
defines significant concrete steps. These include ensuring USAID’s procurement system
relies more on non-US providers and building the capacity of partner countries so that the
US can increasingly use their systems. The Feed the Future and Global Health initiatives
also emphasise country-led programming.

Box 3. Good practice: the MCC’s approach to quality aid

Through the MCC, the US has shown that it can deliver development co-operation that is in line
with the principles on effective aid. In particular, ownership, predictability, untying,
unearmarked funding, and a strong emphasis on results are key characteristics of MCC’s
approach. MCC also provides an incentive model that supports partner countries in their reform:
it allocates aid based on a country’s policy performance, employing objective indicators to
determine a country’s eligibility for funding. Threshold programmes managed by USAID can be
set up to help countries meet these eligibility criteria. The MCC benefits from independent
legislation which frees it from many of the constraints imposed on other government institutions.
MCC nonetheless faces challenges, including in ensuring long-term sustainability, but it has
demonstrated its ability to learn from experience and thus its model continues to evolve.
Meanwhile, good practice by MCC has been incorporated in other US programmes (para 77).

The international principles that aim to drive more effective development
co-operation are now well understood by USAID, MCC, and the Treasury, but not to the
same extent by other US entities involved in development co-operation. The US should
therefore raise awareness of these principles among all its agencies involved in
development co-operation, and provide guidance to their staff on adapting working
practices for more effective development co-operation (para 107).

The two issues requiring most urgent guidance now are how to use country systems
more, and how to co-operate better with other donors. The US generally aligns its
strategies with the host country’s policies, respecting partner country ownership of the
development process, provided partners are committed to good governance and reform.
USAID’s approach to align co-operation with the whole of society, not only government,
is particularly suited for fragile states. The DAC also commends the US for its efforts to
build partner governments’ capacity in finance and audit (para 123). Yet at the same time,
the US has until now largely bypassed its partners’ national structures for financing or
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procurement even in permissive environments, and relies little on the local private sector.
It should make more use of country systems wherever possible. USAID’s recent
procurement reform could therefore yield valuable lessons for other agencies as well.
USAID should also put more of its assistance on partner countries’ budgets where it does
not yet do so. MCC — which usually creates a temporary entity to implement its compacts
— should examine whether it could rely more on, and strengthen, existing local capacity to
manage the programmes. Further, the US is not playing a role in co-ordinating with other
donors that is commensurate with its ambition to be a leader in development. It should
explain to staff how they can co-ordinate better with other donors, for instance by
harmonising their reporting requirements, missions, conditions placed on partner
governments, and programmes.

Making further efforts to untie aid

Key findings:
Part of US aid, governed by the DAC recommendation on untying aid, remains

tied to the delivery of US goods and services. This has a negative impact on the
efficiency of the US programme.

Recommendation: to provide better value-for-money and comply with the
OECD recommendation on untying aid, the US should:

o Fully untie its aid to least developed countries (LDCs) and to heavily
indebted poor countries (HIPCs), consistent with the 2001 DAC
recommendation on untying aid as amended on 25 July 2008.

o Continue to carry the message to Congress that US co-operation would yield
better value for money for partners if it were not tied to the provision of US
goods and services.

The US has made considerable progress in implementing the 2001/2008 DAC
Recommendation to untie aid, from 47% being tied in 2005 to only 15% in 2009,
progress the DAC welcomes. Overall however — when all forms of aid and all developing
countries are considered — the US still ties almost a third (32%) of its aid to the delivery
of US goods and services, the sixth-highest share in the DAC. The US is encouraged to
follow other donors’ lead in untying beyond the DAC recommendation, all the more since
the costs of tying aid have been well documented, including by the US’s own
Government Accountability Office. The Administration should therefore continue to
remind Congress that US co-operation would be more cost effective if Congress removed
or eased the requirement to tie aid. MCC and the President's Emergency Plan for AIDS
Relief both have principles for untying and non-earmarking, showing that the US can
achieve this. To get the best value for money, and strengthen the capacity of local
partners, the US should further ensure that its bidding processes are open to non-US
companies (in particular in LDCs and HIPCs) so that local companies truly benefit from
the USAID procurement reform.
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Towards better humanitarian donorship

Promoting coherent and strategic planning

Key findings:

Recent policy shifts provide a welcome opportunity for the US to build on existing
good practice in humanitarian programming, by addressing programmatic
inconsistencies and linking humanitarian and development tools across
government. Promising steps towards the reform of food aid should continue.

Recommendations: To promote more coherent and strategic humanitarian
programming, the US should:

o Develop cross-government humanitarian guidance that reinforces existing
good practice, but also

— encourages a systematic approach to support recovery
— enables more flexible and predictable funding for protracted crises, and

— eliminates inconsistencies in support to internally-displaced persons
(IDPs) compared with refugees.

o Strengthen cross-government co-ordination mechanisms — including
incorporating humanitarian activities into wider US mission strategies.

The US remains a responsive, flexible, rapid and generous humanitarian donor — the
world’s largest — with an extensive, experienced and engaged field presence, strong
partnerships with the humanitarian community, and an increasing global advocacy voice.
However, programmatic inconsistencies remain, such as its unequal responses to IDP and
refugee situations. It could also deliver a more holistic response by incorporating a
stronger focus on disaster risk reduction, beneficiary participation and supporting
recovery.

The US has taken promising steps to reform its emergency food aid, as recommended
by the 2006 peer review. Local and regional procurement, cash transfers and food
vouchers are now possible under the 2010 Emergency Food Security Programme. The
range of tied food commodities is also expanding to include, for example, more
appropriate ready-to-use foods for nutritional programmes. Commaodities have been pre-
positioned in new sites around the world, speeding up delivery.

However, continued over-reliance on Congressional supplementary appropriations,
used to top up budgets and provide funding for new crises, is hampering overall funding
predictability, limiting strategic planning and restricting the US’s capacity to respond to
new emergencies. Efforts by the current Administration to reincorporate humanitarian
funding into base budgets are therefore welcomed. The US is also taking innovative steps
to broaden the global donor base, by encouraging new donors to contribute more and
supporting cash funding to humanitarian organisations by US citizens. Other DAC donors
could learn from these practices.
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Partnering with the military

Key findings:

Implementing a partnership between US civilian and military actors that is
coherent and meaningful, guided by humanitarian principles, best practices and
value for money, will need continuous attention.

Recommendation: To support the most effective means of humanitarian aid
delivery for each context the US should:

° Develop new cross-government guidance on how humanitarian
assistance should best be delivered or supported by the US military,
based on practical and principled solutions that deliver maximum value
for money.

o Engage with the humanitarian community to find workable solutions and
compromises to ensure that its counterterrorism measures are consistent
with the shared humanitarian imperative.

The humanitarian imperative calls for the delivery of life-saving aid in the most
effective manner, and this may at times justify involving military assets. Current policy
instructions provide the US military with a mandate, in certain exceptional cases, for the
direct delivery of humanitarian aid, in addition to the traditional heavy logistics support
role. This mandate has at times been controversial, although there have recently been
positive experiences, including in Haiti after the earthquake.

The humanitarian community remains concerned about compliance with the 2001
Patriot Act, which prohibits material support to terrorists, noting both the administrative
burden created by new vetting tools, and the potential repercussions for staff and
neutrality if the Act is enforced to the extent envisaged by the Supreme Court. These
fears have potential to affect the access, security and scope of humanitarian operations, by
reducing the pool of humanitarian actors willing to partner with the US.

Box 4. Good practice: engaging partners in humanitarian training

The overall impact of the US humanitarian system is heavily dependent on the quality of USAID
and State Department staff, who are widely praised for being well trained, effective and fully
engaged. The State Department’s approaches to staff training, which include embedding partner
agency personnel in its training programmes, and training locally-engaged staff in Washington,
where they can meet their regular work contacts face-to-face, could provide valuable lessons for
other donors.
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Secretariat report

Chapter 1
Strategic orientations

A global leader with an ambitious agenda

As a global leader, the United States (US) plays a key role in shaping the international
development agenda. Its lead position rests on its economic power; its active role in key
international fora such as the G20 and G8; the size of its aid programme — by far the
largest among DAC countries with USD 30.1 billion of official development assistance
(ODA) in 2010; and its world-wide network of embassies. Major events during the past
decade have had a dramatic impact on the way the US government engages in the world:
these include the September 2001 terrorist attack, substantial war efforts in Iraq and
Afghanistan, the spread of major pandemics like HIV/AIDS and more recently the global
economic and financial crisis. These events have led the US government to give greater
prominence to foreign aid, recognising that development and national security are
inextricably linked. It announced in 2005 the concept of “transformational diplomacy and
development”, an approach to ensure that development aid complements wider foreign
policy and national security objectives.

Although the US has taken a strong lead on key development co-operation agendas,
such as global health and anti-corruption, until recently its role in international debates on
development issues had been weakening. Since 2010, the US has been determined to
renew its global leadership on development, an ambition stated clearly by US President at
the Millennium Development Goal Summit in 2010: “We are making sure that the United
States will be a global leader in international development in the 21st century” (White
House, 2010a). The US Administration is aware that meeting this ambition requires
profound reform, and is committed to changing the way it delivers the aid programme.

Overall the US has made good progress towards implementing a number of
recommendations made in the 2006 DAC peer review, in particular as regards the volume
and geographic balance of official aid — meeting all its international aid targets -, the co-
ordination between the State Department and the US Agency for International
Development (USAID), the focus on results, and the development of innovative
approaches by the Millennium Challenge Corporation (MCC). However, some
weaknesses in the US development co-operation system remain. In particular, with 27
entities involved in the aid programme, the institutional and budget fragmentation makes
it difficult to guide the programme strategically and to deliver it efficiently and
effectively. In addition, the limited visibility of USAID at cabinet level hampers the
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elevation of development assistance beside diplomacy and defence as a foreign policy
tool. Finally, the US Administration could build on its comprehensive approach to
development co-operation to advance the coherence of its domestic and other foreign
policies with development goals (Annex A and OECD, 2006).

Strategic orientations: a renewed approach to development

Recognising weaknesses and inefficiencies in the aid programme deriving from the
country’s regulatory environment and political system, the US Administration is now
committed to making its system more effective. Until recently, one of the weaknesses was
the lack of a national foreign assistance strategy to which the entire administration was
committed. The first ever Presidential Policy Directive on Global Development (referred
to as the policy directive), issued in September 2010, is a significant achievement in this
respect. While signalling the importance given to development co-operation at the highest
level of government, it sets clear orientations for the development agenda and the aid
programme. The policy directive will be carried out starting with the 2012 budget
process, and a new interagency policy committee on global development was set up in
October 2010 to translate it into strategies and guidelines for the aid programme. The
Quadrennial Diplomacy and Development Review (referred to as the quadrennial review)
launched by the State Department in December 2010 also illustrates the US
Administration’s determination. It outlines ways to implement the policy directive with a
focus on re-establishing strong civilian power, vital for achieving sustainable
development. In line with this, the 2010 US National Security Strategy (White House,
2010b), which provides the overarching framework for the aid programme, confirms the
importance of elevating the development pillar beside diplomacy and defence. These
three strategic documents will guide the US aid programme in the coming years (Box 5).

To complement this framework, the US President announced in September 2010 three
major presidential initiatives: i) the Feed the Future initiative, which is the US component
of the global initiative on food security launched by President Obama at G20 London
Summit; ii) the Global Health initiative, which builds on the US President’s Emergency
Program for AIDS Relief (PEPFAR) established in 2004 under President Bush; and iii) a
new Global Climate Change initiative aiming to integrate climate change considerations
into the US foreign assistance strategy to foster a low-carbon future and promote
sustainable and resilient societies.

These developments, along with the US strategy for meeting the Millennium
Development Goals (White House, 2010d), shape the policy orientations for the aid
programme and signal a renewed engagement. The US will focus on sustainable
economic growth, democracy and governance, food security, global health, climate
change and humanitarian assistance. Gender equality will cut across all these themes. Key
policy priorities are described below.
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Box 5. Three key strategic documents guiding the US aid programme

The National Security Strategy: diplomacy, defence and development as pillars of foreign
policy

The National Security Strategy has been issued by every US President since 1988. It
provides the overarching framework to all official entities delivering the aid programme,
recognising that development is vital to US national security. The 2010 National Security
Strategy outlines the US strategic approach to sustain its international leadership role and to
advance four enduring national interests: security, prosperity, respect for universal values, and
a just and sustainable international order. It considers development as a strategic, economic
and moral imperative, and confirms the elevation of development as one of the three pillars of
national foreign policy, along with diplomacy and defence. It aims to integrate further
capabilities within its military and civilian institutions (White House, 2010b).

The presidential policy directive on global development: a comprehensive approach to
development

The policy directive provides clear policy guidance to all US government agencies. In line
with the National Security Strategy, it “calls for the elevation of development as a core pillar
of American power and charts a course for development, diplomacy and defense to mutually
reinforce and complement one another in an integrated comprehensive approach to national
security.” (White House, 2010c). The policy directive recognises that, over the last decades,
trade-offs among competing development objectives have been made implicitly rather than
explicitly, thereby weakening the effectiveness of US development efforts. It outlines an
approach based on three pillars: i) a policy focus on sustainable development outcomes; ii) a
new operational model which underscores the importance of country ownership and which
promotes an efficient division of labour among donors in support of a strengthened geographic
and sector focus; and iii) a new architecture that harnesses development capabilities across
government.

The 2010 Quadrennial Diplomacy and Development Review: leading through civilian
power

Alongside the strategic vision, it is essential to ensure that foreign assistance is delivered
efficiently and effectively. In 2009 the Secretary of State launched a first Quadrennial
Diplomacy and Development Review to modernise State and USAID’s capabilities and align
their efforts as core pillars of America’s civilian power (DoS/USAID, 2010). It sets forth a
sweeping reform agenda for the State Department and USAID, recognising the need to adapt
to the evolving global geopolitical and economic landscape. The review sets as a driving
principle that responding to global challenges requires civilians to move beyond the embassy
and into the field, and leveraging the contributions of all US agencies operating overseas.
Other principles include anticipating, preventing and responding to crisis with flexible, rapid
and integrated capabilities; and focusing on cost-effectiveness and results.

Sources: White House, 2010b&c; DoS/USAID (2010).

Supporting broad-based economic development

Creating opportunities for sustainable growth is a primary objective of the US support
to development, an approach which goes beyond its aid policy. The US plans to enhance
its focus on broad-based economic growth by investing in infrastructure, encouraging
entrepreneurship, creating favourable business environments, and promoting open
markets and a Doha trade round that is ambitious and balanced. The US also plans to
invest in innovations with the potential to solve long-standing development challenges.
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This implies a stronger effort to pioneer scientific and technological research for
development (e.g. vaccines, clean energy technology).

Promoting governance and democracy

The US emphasises the importance of governance for sustainable development and
plans to focus more on countries that promote good governance and democracy, the rule
of law and equal administration of justice, transparent institutions with strong civil
societies, and respect for human rights. It also plans to focus on countries making
transitions from authoritarianism to democracy, and from war to peace. Its bilateral
approach includes a wide-ranging portfolio to help strengthen electoral institutions and
processes, develop vibrant civil societies, nurture an active media and promote the rule of
law.

Engaging in food security and health as key factors for the MDGs

While embracing economic growth and governance, the US strategy for meeting the
MDGs emphasises health, agriculture and food security as key sectors for meeting the
MDGs, alongside gender equity (White House, 2010d). Already a major actor in these
areas, the US now takes a broader approach, placing a greater emphasis on building
sustainable capacity at the national and community levels to provide basic services over
the longer term. The US will use the Global Health and Feed the Future initiatives as well
as the Global Fund to Fight AIDS, Tuberculosis and Malaria to build sustainable delivery
systems. Although reducing poverty is not explicitly the overarching goal of the US aid
programme, key programmes are directly oriented towards fighting poverty. Sustained,
high-level leadership would help to broaden the poverty focus across all US programmes.

Preventing and responding to conflict and crisis

As stated in the national security strategy, engaging with fragile states is one
important element of the US security policy. The US is now shifting its approach to
fragile states from a short-term response to crisis situations to preventing conflict and
building long-term development. The policy directive pledges to tailor development
strategies in stabilisation and post-crisis situations to each context, and to balance civilian
and military power to address conflict, instability and humanitarian crisis (Chapters 2
and 3).

Renewing efforts to integrate gender equality and women’s empowerment

Political leaders at the highest level recognise that investing in the health, education
and rights of women, and working to empower the next generation of women
entrepreneurs and leaders are important for economic growth and improved governance.
This has led to a new impetus to integrate gender aspects into the aid programme — as is
the case in the new presidential initiatives — and progress is becoming apparent (Box 6).
The Millennium Challenge Corporation (MCC), which developed its gender strategy in
2006, has spearheaded efforts to mainstream gender into its programmes. While
rebuilding its policy capacity, in 2010 USAID created a new senior gender advisor
position, a positive step as it needs to update its gender policy. The US has also played an
active role in the United Nations, leading to the adoption of key resolutions on protecting
women and girls from sexual violence in conflict situations. Finally, the US has reviewed
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how it collects gender equality data and determined that for the sake of reliable and valid
reporting, it will significantly modify the methods. The US anticipates that reporting on
the gender equality policy marker will resume in 2011 under the new methodology. This
is a welcome move.

Box 6. A leader in aid focused on gender equality

In partner countries such as Ghana and Jordan (Annex C), gender equality appears to be
systematically integrated into the aid programme through the application of clear regulations and
tools. USAID has developed innovative programmes and instruments in areas such as women’s
entrepreneurship and post-conflict situations. For instance, USAID has developed a
methodology known as the Gender Business Climate Legal and Institutional Reform Tool to
expand women’s access to political and economic opportunity and identify and monitor the
barriers to progress. In the same vein, the US government is supporting the Greater Access to
Trade Expansion Project to enhance development practitioners’ understanding of how gender
roles and relations affect value chains and the outcomes of programmes.

Progress on mainstreaming environment and climate change

Climate change has become a key issue in US development policy, out of concern for
both security and sustainability. The President’s Global Climate Change Initiative makes
climate change considerations a prominent part of US foreign assistance. In its bilateral
co-operation, the US mainly helps developing countries formulate low-emission
development strategies. In addition, it is now developing whole-of-government strategies
on adaptation and clean energy. Multilaterally, it makes a key contribution to the Climate
Investment Funds implemented through the multilateral development banks. Nonetheless,
climate change concerns are not well mainstreamed within US co-operation, as they are
not clearly regulated. The Federal Assistance Act requires agencies to assess the impact
of programmes on biodiversity and tropical forests, but they do not yet perform screening
and climate proofing in a consistent manner. Since 2007, the US has improved its
reporting to the DAC using the Rio markers; this will mean it will be able to track its
focus on climate change better.

Other environmental concerns are better mainstreamed within US co-operation, with
clear regulations in place. Although strategic environmental assessment is not a federal
requirement, environmental impact assessments are required by law through the Code of
Federal Regulations, and performed systematically. Both USAID and MCC have
translated the procedures into practical guidance for project officers. At the policy level,
water has become a priority for the State Department, and a whole-of government
strategy is being developed. US missions visited for this peer review stressed that the
focus on climate change should not mean neglecting pressing environmental issues such
as pollution.

Translating priorities into action

Alongside these policy orientations, the US is redefining its model of engagement.
Following an Administration that had often favoured unilateral approaches, the Obama
Administration has embraced multilateralism. The US also intends to use more whole-of-
government approaches, build more partnerships — including with non-aid actors — and
place a renewed emphasis on key aid effectiveness principles (Chapters 2, 4, 5). The US’s
renewed ambition to be a global leader in development, which goes hand in hand with
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clear strategic and operational orientations, raises high expectations among
US stakeholders and the donor community. However, in addition to overcoming
bureaucratic inertia, meeting this aspiration requires addressing two challenges: to
balance strategic national interests with development objectives and to get support from
Congress.

Balancing geopolitical and development objectives

The elevated status of development is affecting not only how USAID implements
foreign aid, but also how it is used in conjunction with diplomacy and defence to address
instability and fight global terrorism. This three-pronged policy alignment can be
powerful, with the various strands of the US government supporting simultaneously the
development efforts of partner countries. At the same time, the US needs to be careful
when dealing simultaneously with geopolitical and security priorities and development
assistance, ensuring that the security driver also supports development purposes. It is
therefore positive that the presidential policy directive states that the US will promote
sustainable development consistently, “even in those countries where our assistance
efforts have been driven largely by other strategic considerations” (White House, 2010c).
This announcement, put into practice, will help to ensure that the security objective
supports development goals embedded in the MDGs. It requires the US Administration to
review how decisions on allocations are made between and within the different
development co-operation accounts, in order to ensure that the development perspective
is heard in final budget arbitrations (Chapter 4).

Since 2006, the US has taken steps to elevate the position of development within the
“3D” framework of development, defence and diplomacy. Nonetheless the military has
taken the lead in stability operations over this period, notably in Afghanistan and Iraq,
while civilian aid has played only a comparatively small part. The US Administration
recognises the need to re-build strong civilian power if it wants to achieve lasting
development results in fragile contexts. Acquiring a better balance with defence, with the
military moving back to its security role and civilians leading foreign policy and
development co-operation, is the purpose of the quadrennial review. Both the Secretary of
State and the Defense Secretary affirm that defence, diplomacy and development must be
mutually supportive.” This is encouraging since elevating development and making sure
that each of the 3Ds is used in the most efficient, complementary way remains
challenging, and will require strong leadership from the top.

Administration and Congress: towards a new partnership?

In the US presidential system, both the executive and legislative branches of
government play an active role in shaping policies and in determining and overseeing
federal expenditures. As described below, diverging priorities between US Congress and
the Administration have an impact on US development co-operation.

1. Major accounts include the Global Health and Child Survival account; the Economic Support Fund,
which is intended to support foreign policy and national security imperatives and is often allocated for
strategic reasons, although it also provides a large amount for development purposes; and the
Development Assistance Account, which aims to support economic and social development activities.

2. As an example, the Defense Secretary has recognised that, “it is in the Pentagon’s interest to have a
healthier foreign aid budget” (Gates, 2009). See also Gates, 2010, and Clinton, 2010.
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In 1961, the Congress adopted the Foreign Assistance Act which reorganised US
foreign assistance programmes and led to the creation of USAID. The Foreign Assistance
Act continues to provide the legal foundation for the US aid programme. It is however
periodically amended, and an accumulation of foreign assistance legislation has been
added to the original act of 1961 (Congress, 2003). For instance, since 1989, there have
been 17 additional pieces of legislation governing US foreign aid, with a variety of focus
areas and goals.®> The act, as amended, is viewed by most development experts as
outdated. Despite numerous recommendations made to rewrite it, efforts to replace the act
have so far been in vain.

The proliferation of objectives reflects diverging priorities between Congress and the
Administration for foreign assistance. On the one hand, the Administration has sought to
pursue its policy objectives by creating presidential initiatives and avoiding
Congressional limitations by funding them outside the International Affairs Account. This
has created new channels for funding innovative development programmes like the MCC,
but has also led to additional fragmentation. On the other hand, Congress pursues its own
priorities through directives and earmarks” that may not be consistent with the priorities
of the Administration. US foreign assistance now has a total of at least 140 broad
priorities and 400 specific directives for implementing the priorities.” Extensive
earmarking may reduce resources for core programmes and weaken co-ordination and
consistency of the aid programme. In partner countries, it hampers the predictability of
US aid and leads to supply-driven approaches that contradict the need to align to partner
countries’ priorities. It also increases administrative and reporting costs.

Many of the problems outlined above could be addressed through a strategic, results-
focused compact agreed between the Administration and Congress. Such shared vision on
the objectives pursued on the medium term through the development component of the
3Ds would complement the Administration’s foreign assistance framework (known as the
“F” framework, see Chapter 4). It would help rationalise priorities and, ultimately, it
should lead Congress to allow the Administration greater flexibility in how it conducts
development programmes and accounts, within the funding levels Congress determines.
Many observers have requested that the Administration and Congress agree on a vision
for foreign assistance (Kunder and White, 2010). There are now opportunities to do so.
The US Congress has been reviewing a wide range of possible foreign assistance
reforms.® Key members of both the House Foreign Affairs Committee and Senate Foreign
Relations Committee think such reform should involve a national strategy and put the
new quadrennial diplomacy and development review into statute. The Government
Accountability Office (GAO) also recommends that the Secretary of State work with all
US government entities involved in foreign assistance to develop and implement a

3. For example, the Tropical Forest Conservation Act of 1998; Global AIDs and Tuberculosis Relief Act of
2000; and Millennium Challenge Act of 2003.

4, Earmarks are specific funds for projects, activities, or institutions that have not been requested by the
President, but added on by Congress. Congress can also issue notifications that oblige US aid agencies to
consult relevant committees about changes in levels of funding previously approved by Congress.

5. See Burall et al. (2009) for more information on the role of Congress in foreign assistance.

6. Back in 2007, the Congress HELP Commission (a 21-member bipartisan commission established in
2004) already recommended developing a “national international affairs strategy” to further define US
objectives and outline government-wide capabilities and assistance needed to achieve these objectives
(HELP, 2007).
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comprehensive, government-wide foreign assistance strategy (GAO, 2009a). The
Administration has stated in the policy directive its intention to do so: “Any meaningful
and permanent change to how we approach development will require engagement with
and buy-in from Congress. In forging this new partnership, we will seek greater
flexibilities, including a reduction in earmarks and the ability to reallocate funding from
less to more effective programs, while committing departments and agencies to a much
higher standard of accountability for results.” (White House, 2010c) This is encouraging
and should pave the way for a reinforced, proactive engagement with Congress to
establish a shared vision of the way forward on global development.

Communicating and building public awareness and support

Need to build further on public support for development co-operation

The American public vastly overestimates the amount of foreign aid given by the US.
Asked in 2010 to estimate how much of the federal budget goes to foreign aid, the median
estimate was 25%. Asked how much they thought would be an "appropriate™ percentage,
the median response was 10%. Foreign aid (which goes beyond the strict delimitation of
official development assistance) accounts for only 1% of the federal budget. This
overestimation of foreign aid is not new, but has increased since 1995 (PIPA, 2010).

Despite this weak awareness on aid flows, Americans are generous and give huge
amounts to development and humanitarian assistance as private donations (Chapter 3).
US citizens also value official aid both as a moral imperative and as a way to promote US
economic and security interests. A vibrant civil society includes a wide diversity of actors
grouped in numerous coalitions. These are recognised as instrumental in building public
support and influencing the debate on development — with sometimes diverging interests.
An example is the US Global Leadership Coalition, a broad-based influential network of
400 businesses and NGOs, national security and foreign policy experts, and business,
faith-based, academic and community leaders in all 50 states. Together they support a
“smart power” approach of elevating diplomacy and development alongside defence in
order to build a better, safer world. By advocating for increases in the International
Affairs Budget, the coalition is working to make diplomacy and development keystones
of America’s engagement with the world. Another example is the “modernising foreign
assistance network”, which supports a bipartisan plan for enhancing and streamlining the
US foreign aid system to enable it to work towards a stable, prosperous and peaceful
global future.

The Administration could take its relationship with non-state actors forward by
involving them more in strategic dialogue and by recognising their capacity to advocate
for development issues and to raise public awareness and support for development co-
operation. This is all the more important since the Administration relies on non-
government actors for development awareness activities. To engage further with non state
actors at a strategic level, the Administration should re-activate the Advisory Committee
on Voluntary Foreign Assistance (the USAID standing body for consultation with NGOs
and other non-state actors) which has not met in the last two years. The creation of the
Global Development Council announced in the presidential policy directive could also be
an opportunity to strengthen the dialogue at a policy level. As resources are more
constrained, this could be an opportunity to develop a streamlined strategy for leveraging,
combining private and public resources in effective ways (Chapter 2). In revitalising its
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relations with NGOs, USAID could look at the MCC example, which convenes NGOs
after each board meeting to share findings, in addition to holding country-specific
meetings.

Raising development awareness and communicating results are crucial

The US Administration is aware of the need to raise public awareness and
communicate better about its activities if it is to get the support needed to sustain the
increase in aid volume. As an example, it has organised 50 events on the Haiti earthquake
response to explain the value of the US investment and on how Americans can
participate. USAID and other departments involved in the aid programme need to extend
this effort to cover not only humanitarian responses, but also longer-term development
assistance programmes, which receive less public support. The new “dashboard” website
on foreign assistance aid launched in December 2010 is a positive step to bring more
transparency and accountability on aid volumes. Meanwhile it is crucial that the US
Administration not only provides an overall picture of data and figures, but also
communicates results effectively.

Strict oversight of the aid programme is needed to ensure public and political support
for foreign aid, and many mechanisms are in place in both Congress and the
Administration to scrutinise the aid programme. However, current mechanisms for
domestic accountability entail several risks which the US needs to address (Chapter 5).
One of them is that they are skewed towards immediate results rather than longer-term
impact. To avoid undermining the goal of US development programmes, Congressional
oversight must focus on outcomes and results rather than only financial inputs. To do so,
the US can learn from several accounts that have a focus on longer-term performance,
supported by Congress. These include the State Department’s Support for East European
Democracies, and USAID’s International Disaster and Famine Assistance and Transition
Initiatives accounts.

USAID is not allowed by law to spend funds in awareness-raising and development
education. This constrains USAID’s efforts to raise public awareness. Its communication
budget comes from its restricted agency operating expenses, and is therefore limited
(USD 1.4 million annually). USAID’s Bureau for Legislative and Public Affairs is
responsible for the agency's external affairs, serving as the central point of contact
between the agency, the American people, Congress, the media and other key
constituencies. This office is staffed with 40 communication professionals. USAID
missions also rely on 110 outreach and communication officers based overseas. Strong
interaction also exists with the State Department, which provides support to USAID
messages, events, activities and logistical requirements.

USAID has a clear policy on branding. It requires all US foreign assistance activities
to be fully identified in the host country as being "from the American people”, with a few
exceptions and waivers. It has produced guidelines on how to communicate about the aid
programme. However, it lacks a comprehensive communication strategy, and is in the
process of developing the Agency’s first ever strategic communications plan. Such a plan
should in particular define targeted approaches to reach out to the different audiences,
including Congress. It could build on the State Department’s efforts to extend public
diplomacy, which aims to link people in the US with people in partner countries. This
includes scholarship programmes, the international visitors’ leadership programme, as
well as engaging with the diaspora and specific communities able to amplify US
development priorities among broader audiences.
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Future considerations

e Building on the presidential policy directive on global development, the US Administration
now needs to secure broad ownership of its development vision across government. This
requires continuing to make every effort to consult with, and gain support from, Congress for
the objectives and results that the development co-operation programme aims to achieve.

e The US Administration should continue to elevate development and strengthen civilian power
within the 3Ds, ensuring that diplomacy, defence and development are mutually reinforcing
and support the development objectives of the MDGs. This requires reinforcing the role for
USAID in the appropriate high-level decision-making fora.

e To increase public and political support for the aid programme, the US Administration should

strengthen efforts to communicate the objectives, size and results of the aid programme, and to
engage further with non-state actors.
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Chapter 2
Development beyond aid

The OECD/DAC describes progress towards policy coherence for development
(PCD) as involving three building blocks: (i) a political commitment that clearly specifies
policy objectives; (ii) policy co-ordination mechanisms that can resolve conflicts or
inconsistencies between policies and maximise synergies; and (iii) monitoring, analysis
and reporting systems to provide the evidence base for accountability and for well-
informed policy making and politics (OECD, 2008a). The 2006 peer review encouraged
the US government to develop a more explicit policy on the role of policy coherence for
development and to put in place the resources needed to carry out analysis and effectively
manage the policy coherence agenda (Annex A). Five years on, the US has achieved
mixed progress in implementing these recommendations and the three PCD npillars
(Table 1).

Policy coherence for development

The national security strategy cannot substitute for a policy coherence for
development agenda

The US national security strategy drives the government’s engagement with partner
countries. It calls on the US Administration to align US policies and resources to the
strategy. The 2010 strategy emphasises the need to integrate better all the tools of
American power, including defence, diplomacy, economic development, homeland
security, intelligence, strategic communication, and the American people and the private
sector (White House, 2010b). However, while providing a framework to ensure
consistency across US policies, the national security strategy does not aim to make these
policies coherent with partner countries’ development aspirations, and it does not
encompass all policies with potential impact on partner countries. The objective of the
national security strategy is to advance US values and interests in the areas of security
and prosperity. Even if the US sees global development as a way to meet this objective,
the national security agenda can at times contradict efforts to ensure that US domestic and
foreign policies support, or at least do not undermine, the development efforts of partner
countries.

The 2010 presidential policy directive signals a welcome step towards more
systematic scrutiny of all US domestic and foreign policies in light of their impact on
developing countries. It states that “through existing policy mechanisms, an assessment of
the ‘development impact’ of policy changes affecting developing countries will be
considered” (White House, 2010c).

To put this into practice, the Administration might develop a policy framework
setting key priority areas in which it wants to pursue and monitor coherence of its policies
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with the development efforts of partner countries. Other DAC members have found such
an approach helpful. Meanwhile it should communicate the new screening policy to US
embassies and missions. As the peer review team saw in Ghana and Jordan, there is often
confusion between achieving coherence in delivering the aid programme and ensuring
that US domestic and other foreign policies are consistent with, and support, development
efforts. With adequate guidance from headquarters, US missions could more
systematically point out areas of policy incoherence. To date, these issues are treated on a
piecemeal basis rather than through screening procedures. As US ambassadors represent
the US government’s reinforced co-ordinated engagement, they need sufficient
knowledge of policy impact to feed perspectives from the field into the policy debate
(Chapter 4). In this regard, the Committee was informed that USAID is soon to launch a
“dissent channel” to allow officials to state their disagreement with US policy, including
on matters of coherence of policies affecting development.

Table 1. US building blocks for policy coherence for development

Building block

Progress made by 2010

Recommended next steps

Building Block A:
Political

commitment and
policy statements

The US does not have a PCD programme. It uses the
national security strategy as a framework for promoting
coherence in security and foreign affairs.

The PPD commits to consider assessing the
“development impact” of policy changes affecting
developing countries.

Develop a policy framework setting key
priority areas of domestic and foreign
policies where to focus efforts on
coherence for development, and
communicate it, accompanied by
appropriate guidance, to the entire
Administration

Building Block B:
Policy co-
ordination
mechanisms

National Security Council and a framework of
interdepartmental policy committees is in place to
ensure co-ordination on key security and foreign affairs
policies.

PPD has set up a new Interagency Policy Committee
(IPC) on global development

Whole-of-government approaches to aid delivery are
being strengthened and should reinforce coherence of
US interventions.

Use the IPC on global development as a
focal point for policy coherence, including
key priority areas in its workplan with
targets and timeframes and giving it
adequate capacity.

Building Block C:
Monitoring,
analysis and
reporting systems

Progress is weak as there is no systematic report to
assess efforts made and their impact on development.

Build on the strengthened approach on
performance and results to develop results
frameworks in the identified priority areas,
to monitor, report and assess the impact of
efforts for policy coherence for
development.

The US Administration’s new political commitment should help improve the
coherence of US policies with the development agenda. According to the Commitment to
Development Index measured annually by the Centre for Global Development, the US
came 11th out of 22 countries in 2010 (CGD, 2010).” The country’s institutional set up
partly explains this result. The process for policy arbitration is complicated by the
American system of checks and balances between the executive and legislative branches

7. The US ranks first for security, due to its strong contributions to internationally sanctioned peace-
keeping and humanitarian interventions and to the protection of sea lanes important for trade. It comes
third on trade, thanks to low tariffs on agricultural products. But it ranks 20th on environment, having the
lowest gas taxes and among the highest greenhouse gas emission and fuel production rates per person.
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of government, and the role played by special interest groups among the US political,
corporate and civil society components. In a number of areas, trade-offs are needed to
solve the tensions between the US’ security and economic concerns and its values-based
objectives of supporting partner countries’ development efforts. There is for instance
strong domestic political opposition to reducing farm subsidies and lowering tariffs
generally on textiles and clothing. More broadly, the U.S. seeks to advance its economic
interests by expanding U.S. exports through a global network of free-trade associations,
as well as selected protections and subsidies to American domestic sectors, especially in
agriculture. These tensions amongst competing interests and values contribute to
incoherence, or contradictory programmes and restrictions (Chapter 5). However, thanks
to its co-ordination mechanisms, the US has conducted constructive arbitration in several
sectors, such as in food aid (Chapter 6). This shows that a pragmatic approach can be
successful and that an incremental process, focusing on a limited number of priority
areas, can be instrumental in finding trade-offs between competing interests.

Co-ordination mechanisms: a stronger position for USAID

The National Security Council, chaired by the President, is the principal forum for
considering national security and foreign policy matters and its principal arm for co-
ordinating these policies among various government agencies. The Council, and its
structure of interagency policy committees, provides a useful mechanism to promote
coherence of US policies (Box 7).

The Secretary of State participates in the National Security Council and its Principals
Committee. The 2010 policy directive indicates that the Administrator of USAID will
participate in National Security Council meetings “as appropriate”. This is a positive
move as it will enable USAID to sustain a strong voice in the council, reflecting the
elevation of development within the 3Ds. This decision, put into practice, will help ensure
that the development voice is heard in the highest decision-making fora.

Box 7. The structure of the National Security Council

The National Security Council (NSC) is supported by two committees: i) a Principals
Committee, chaired by the National Security Advisor and attended at the Secretary of State
level; and ii) a Deputies Committee. These committees prepare, review and monitor the work of
the NSC interagency process, focusing on policy implementation.

Below are the NSC Interagency Policy Committees (IPC). These are the US government’s
primary vehicle for interagency policy co-ordination on national security issues. They aim to get
US government agencies to agree on policy issues by: i) identifying issues on the horizon that
require interagency work; ii) creating a forum for interagency creative thinking in their IPCs; iii)
preparing decisions for consideration by Principals and Deputies as needed; and iv) fulfilling any
requirements from the security council and presidential policy directives.

These committees are chaired by National Security Staff, and are usually convened by NSC
Senior Directors. Each committee must establish clear guidelines on participants, decision-
making processes and timeframes. Participants must consult fully on agenda items before IPC
meetings so they can be clear about the likely positions of other agencies. Sub-committees are
set up to focus on specific issues.

Source: adapted from White House, 2010a and discussions in Washington, January 2011.
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Meanwhile USAID’s engagement in the interagency policy committees under the
National Security Council provides an additional means to bring a development “voice”
to high-level national security policy discussions. USAID has been an active participant
in the Global Health committee and several regional or country-specific committees (e.g.
Sudan, Afghanistan). USAID usually sends an Assistant Administrator or Senior Deputy
Assistant Administrator to these meetings, while sub-committees are attended by staff
from office or division levels.

Following the presidential policy directive, a new interagency policy committee on
global development was created in October 2010. Its role is to set priorities, facilitate
decision-making where agency positions diverge and co-ordinate development policy
across the executive branch. Sixteen agencies participate in this committee, which meets
every week. It has developed a work-plan to strengthen co-ordination and implement the
policy directive. In addition to strengthening co-ordination within the US aid system, the
committee could serve as a focal point on policy coherence for development, adopting a
more strategic approach around clearly identified priority issues and reinforcing a
decision-making process based on real evidence. Achieving this will require strong
political leadership and appropriate expertise to foster evidence-based discussions within
the Administration. USAID is actively involved in this committee. The NSC could
consider reinforcing USAID’s position in the committee to allow it to play a more pivotal
role. This would be in line with the policy directive which commits the US “to rebuilding
USAID as the US Government’s lead development agency” (White House, 2010c).

Monitoring and reporting on the development impact of government policies need
strengthening. Efforts are now made in this direction under the Government Performance
and Results Modernization Act of 2010. The new interagency committee on global
development could build on the strengthened focus on outcomes it entails to create
monitoring frameworks with targets and timeframes to monitor effort and measure
impacts in the priority areas identified in the policy framework for coherence.

Beyond aid: engaging the private sector

The US has a comprehensive approach to development and foreign assistance,
recognising that development goes beyond aid. It therefore aims to make use of all
relevant policies and tools. Sound domestic policies, international trade flows,
investments and skills that create opportunities for sustainable growth will all help
nations to move from poverty to prosperity. The US’s leading role in developing public-
private partnerships and in fighting corruption illustrates this comprehensive approach.

A leader in developing public-private partnerships

The US has become a leader in creating public-private partnerships. Its approach
recognises the importance of private sector flows to developing countries, and ways in
which official aid can be used as a lever to maximise development benefits. USAID
established the Global Development Alliance in 2001 to foster public-private partnerships
to improve social and economic conditions in developing countries (Box8). This
approach has proved successful. In 2008, USAID estimated that “680 alliances had been
formed with over 1,700 distinct partners, leveraging more than USD 9 billion in

DAC PEER REVIEW OF THE UNITED STATES © OECD 2011



SECRETARIAT REPORT - 37

combined public-private sector resources”.® By early 2011, USAID had registered some
1 200 signed partnerships. These include a wide range of actors that are increasing their
private financial flows to developing countries, whether private businesses, NGOs,
foundations, trade associations and regional organisations. Partnerships span the
geographic and sectoral reach of USAID, with an emphasis on economic growth, health
and environment (USAID, 2007a). Through its Global Partnership Initiative launched in
April 2009, the Department of State also involves many types of private organizations,
assisting in areas ranging from social sectors and human rights to security issues.

Box 8. The US Global Development Alliance:
an evolving approach to partnerships

Public-private partnerships aim to engage with the corporate sector through business
partnerships around issues of common interest; they go beyond corporate philanthropy. The US
global alliance model incorporates the pooled knowledge, skills and resources of USAID, the
private sector and other partners, bringing shared responsibilities and resource commitments to a
particular activity. USAID and its partners identify solutions that capitalise on the expertise and
different perspectives that each entity brings to the table. These alliances have a multiplier
effect, generating a greater impact than if each partner worked independently. A recent example
is a partnership between Chevron Corporation, USAID and the Niger Delta Partnership
Initiative Foundation established by Chevron to help address socio-economic challenges in the
Niger Delta region of West Africa. According to the agreement signed in February 2011,
USAID and the foundation will each contribute USD 25 million over four years to promote
economic development, improve the capacity of government and civil society institutions, and
help reduce conflict in the region.

The Office of Development Partners in USAID headquarters promotes the overall Global
Development Alliance strategy. Meanwhile the majority of partnerships are implemented
through country missions (73%) and several USAID country offices have developed a strategic
approach to these partnerships. As an example, USAID Nigeria has developed a four-year
strategy and work-plan for public-private partnership development (USAID/Nigeria, 2010). In
Nigeria, foreign direct investments contributed USD 54 billion to the country’s GDP in 2008,
around four times the level of ODA. USAID/Nigeria plans to develop partnerships in its priority
areas not only to leverage financial resources, but also to tap into skills, services and in-kind
products; supply chains and markets; market-driven approaches; technology and intellectual
property; and communications and marketing opportunities.

Source: Discussions in Washington, January 2011.

Looking ahead, the US needs to continue to develop an inclusive approach towards
other donors and the private sector, clarifying the objectives of public-private
partnerships and developing a common understanding. The US played a lead role in
developing a joint bilateral donors’ statement on private sector partnerships to
development, which was signed by 11 donors and issued at the UN Private Sector Forum
in September 2010. Working with the private sector will be a key dimension at the fourth
High Level Forum in Busan in 2011, and the DAC welcomes the US’s proactive
engagement in this process.

USAID should also develop further the monitoring and evaluation dimension of the
Global Development Alliance. USAID has already recognised this need (USAID, 2007a),

8. Representing on average USD 2.7 of private sector dollars for every USD 1 of US taxpayers’ money
(quoted by Brown et al. 2009)
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which is reinforced by the 2009 audit of USAID’s reporting on global development
alliances requiring the agency to improve its reporting system (OIG/USAID, 2009).
USAID recognises that it now has to assess the contribution of private partnerships on
development as a matter of priority. It is starting to consider ways of measuring progress
and impact, taking account of the specificities of public-private partnerships. This is all
the more important as the policy directive on global development sets a broad agenda,
linking clearly US investments to development achievements. Its new operational model
includes the need to leverage the private sector, philanthropic and non-government
organisations, and diaspora communities (White House, 2010c). The quadrennial review
also calls for the skills and structures needed to deliver results through public-private
partnerships.

A strong lead on anti-corruption

The US is also actively engaged in tackling corruption. It has performed very well in
implementing the OECD Convention on Bribery (which was inspired by the US anti-
bribery legislation). The US contributes to the Extractive Industries’ Transparency
Initiative and has been a strong supporter of the work on the OECD guidance on due
diligence of companies in the mineral sector, adopted in 2010 (OECD, 2010a). Since July
2010, the Dodd-Frank Act has required oil, gas and mining companies that raise capital in
the United States to disclose all payments they make to foreign governments. This puts
the US ahead of other OECD members on the specific issue of country-by-country
reporting by extractive industries firms. The US has also taken a strong lead in the
international community on this issue. It was a driving force in the development of the
2005 UN Convention Against Corruption, which aims at getting its state parties to
comply with international anti-corruption legislation. It is the first international (non-
binding) convention to address corruption comprehensively (from prevention to
criminalisation, asset recovery and international co-operation). The US ratified the
convention in December 2009. It has urged the G20 to put corruption on its agenda with
the view to make it harder for corrupt officials to steal from their own people and stifle
their nation’s development (White House, 2010a). US global efforts are complemented by
regional initiatives (e.g. sponsoring the creation of the first ever network of anti-
corruption officials in the Middle East), and national programmes to strengthen anti-
corruption systems and cut illicit flows such as narcotics traffic. The DAC commends the
US lead on anti-corruption. These efforts would be strengthened if the US developed a
more collaborative and inclusive approach in partner countries, for instance promoting
more joint anti-corruption assessments and using country systems wherever possible to
avoid ring-fencing its programmes.

Fragile states: a more integrated approach

The 2010 presidential policy directive gives a clear thrust for a more corporate
government approach to development, based on each agency’s comparative advantage
(Chapter 4). Given the strong involvement of the US in fragile states, an integrated US
government approach to crisis prevention, humanitarian response and fragility is critical.
In the last five years, USAID and the State Department have created new offices to
address and co-ordinate work on conflict and stabilisation. Meanwhile, the Department of
Defense has increased its role in foreign aid. Collaboration between these three actors has
increased through the following:
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e The State Department set up the Office of the Coordinator for Reconstruction and
Stabilisation (S/CRS) in 2004. Its mission is to lead, co-ordinate and institutionalise US
government civilian capacity to prevent or prepare for post-conflict situations, and to
help stabilise and reconstruct societies in transition from conflict or civil strife. SICRS
manages the Civilian Response Corps. It comprises 150 active officers and up to 2 000
stand-by experts from eight civilian federal agencies who can be deployed quickly to
strengthen government capacity to rebuild conflict and post-conflict states. Its planned
civilian reserve component has not been funded. The State Department plans to replace
it by a more flexible and cost-effective expert corps reaching out to the wider
community. Other State Department bureaus also actively engage on conflict prevention
and response (e.g. regional bureaus, bureau for population, refugees and migrations).

e USAID’s Democracy, Governance and Humanitarian Assistance Bureau is responsible
for implementing USAID’s 2005 Fragile State Strategy. The agency provides support to
countries that are facing crisis or are in transition from crisis to stability, using the
Transition Initiatives account. This account benefits from special programming
flexibility, allowing USAID to respond quickly to needs and opportunities in volatile,
riskier environments. The Office of Transition Initiatives will expand in coming years.
In 2005 USAID created the Office of Military Affairs to serve as an operational link
with the Defense Department. It has made sure development is considered in theatre
campaign plans and has overseen the training of troops in conflict assessment,
programming and development principles.

e Since 2005, the Defense Department has expanded its role of helping to stabilise and
reconstruct fragile states. The Defense Directive 3000.05, reissued in 2009 as an
Instruction, states that when directed, DoD shall be prepared to conduct stability
operations intended to establish civil security and civil control, restore or provide
essential services, repair critical infrastructure or provide humanitarian assistance (DoD,
2009). The 2006 Quadrennial Defense Review confirmed the Department’s role in
providing US foreign assistance. Separate budget lines for its foreign assistance
activities cover humanitarian assistance, capacity building of foreign militaries,
reconstruction and stabilisation activities, and counter-terrorism.

Co-ordination among these three key actors has been strengthened at both policy and
implementation levels in recent years. Since 2006, the Department of Defense has been
consulting with the State Department and USAID on key strategic issues, for instance
when developing the Quadrennial Defense Review. Inter-agency policy committees
ensure strong policy co-ordination, some on a sector basis (e.g. reconstruction and
stabilisation, and some geographically-focused, such as Afghanistan). Common tools and
sector guidelines have been developed, outlining key principles for joint activity in
critical areas.” Financial transfers between the Department of Defense, the State
Department and USAID have also been set up to support this more integrated approach
(Chapter 3).

These efforts have led to increased convergence. USAID and the departments of State
and Defense came to a shared understanding on conflict assessments, which are now done
jointly. As a USAID official stated to the Subcommittee on National Security and Foreign

9. These include the Interagency Conflict Assessment Framework, the US Government Planning
Framework for Conflict Transformation, the Interagency Management Systems (IMS) and the Joint
Statement on Security Sector Reform 2009.
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Affairs, each agency has gained from this collaboration: “While USAID has had to adopt
new approaches to deal with stabilisation activities, the Defense Department has also
begun to adopt key approaches used by USAID. For example, the concept of
sustainability and capacity building are becoming central themes of DoD’s efforts
worldwide” (Reichle, 2010).

The US Administration plans to continue to improve interagency co-operation by
providing strong incentives for designing common analysis, planning and programmes.
While recognising the need to work more effectively with the Department of Defense, the
guadrennial diplomacy and development review outlines reforms to enable the State
Department and USAID to embrace conflict and crisis prevention and response as a core
civilian mission. To achieve this and strengthen civilian leadership, the US could learn
from its whole-of-government approach developed in Afghanistan and Pakistan. These
reforms could help build and implement coherent and meaningful partnerships between
civilian and military actors while maintaining the diversity of approaches.

Despite its strong engagement in fragile states, the Administration has not developed
a systematic approach to risk. It now recognises that a reinforced civilian power needs to
be capable of managing programme and financial risks. It plans to establish a new global
standard for risk management, integrating risk management into planning and rewarding
programmes which are risk-tolerant. In doing so, it could usefully build on the
organisational culture of USAID’s Office of Transition Initiative, which values calculated
risk taking, dynamic problem solving and innovation.

Future considerations

e To implement the presidential policy directive on global development, the US
Administration should consider setting key priority areas in which it will pursue
coherence between development goals and its domestic and other foreign policies.

e The US Administration would gain from developing a monitoring framework with
targets and timeframe to monitor progress and assess impact in a number of priority
areas of domestic and foreign policies. The interagency policy committee on global
development could serve as a focal point to promote development concerns in policy
arbitrations related to these areas, based on real evidence.

e The US government should continue to strengthen its co-ordinated approach in fragile
contexts and to reinforce civilian leadership.

DAC PEER REVIEW OF THE UNITED STATES © OECD 2011



SECRETARIAT REPORT - 41

Chapter 3
Aid Volumes, Channels and Allocations

Official development assistance in summary

The largest donor: moving beyond the quantity debate

The US remains by far the largest DAC donor. In 2010, US official
development assistance (ODA) reached record levels, amounting to
USD 30.1 billion (USD 28.8 billion in 2009), more than twice the amount of the
next biggest donor.”® The US alone provides nearly a quarter of global ODA.

The peer review team commends the US for having continued to increase its
aid, and kept its promise made at the 2005 G8 summit at Gleneagles to double
assistance to Sub-Saharan Africa. Over the last decade, US development
assistance has grown at a much faster pace than DAC assistance as a whole,™
with large increases under the Republican Administrations between 2001 and
2008. Excluding debt relief, which peaked in 2005 and 2006, aid increased
consistently over the period, with increases mostly in project and programme aid.
Between 2008 and 2009 alone it grew 7.4% (Annex B, Graph B.2). The US
spends a large share of its aid on humanitarian assistance (15%), while debt relief
has been low over recent years (1% of gross disbursements from 2006 onward).
Aid consists almost exclusively of grants.

US assistance has also grown considerably in relation to the size of the US
economy. A decade ago, the US spent 0.1% of its gross national income (GNI) on
aid; today this ratio is 0.21%. Even so, the US still comes fifth-last among DAC
donors on this measure (Annex B, Graph B.5). Unlike most other DAC donors,
the US has not committed to the UN target of 0.7% of GNI as ODA.

A budget deficit of 11% of GDP™ and the sluggish recovery of the US
economy are putting pressure on the aid budget, and the State Department and
USAID are considering how best to protect the aid budget. The review team finds
that the US focus on improving the quality of its aid programme is positive —
delivering aid more effectively, efficiently and professionally (Chapter 5), and

10. Net disbursements. Unless indicated otherwise, all figures in this report refer to OECD/DAC
2009 data.
11. US assistance grew by 149% and DAC assistance by 62% in real terms between 1999 and 2009.

12. The budget deficit refers to the current fiscal year, FY 2011.
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using ODA as a lever to raise non-aid resources. At the same time, it urges the US
to remain, at least, at its current level of funding.

The need for more strategy-driven budgeting

The nature of the US budgeting process, and the fragmentation of the foreign
aid budget call for a more strategic approach. Allocations are guided by a
combination of priorities, defined by the executive branch (40 presidential
initiatives) and Congress (over 400 legislative development programs or
objectives). Overall, several different allocation models co-exist alongside each
other, including the following:

i) Presidential initiatives lead to strategy-driven budget exercises, mostly
within the Foreign Operations budget, oriented towards targets and
expected outcomes.

i) Congressional earmarks allocate resources to particular sectors,
organisations or countries — sometimes involving multiple (overlapping)
earmarks for the same dollar.

iii) Country-specific budgeting is done for countries affected by conflict, such
as Afghanistan and lraq. The QDDR promotes this approach for other
countries as well.

iv) Supplementary appropriations by Congress, originally introduced for
emergency funding, are used increasingly also to cover expenses for
reconstruction, including in Afghanistan and Iraq.

The result is a fragmented budget that translates into a complex array of
instruments and reporting requirements for the field, thus posing several risks for
implementing agencies (Chapters 1 and 5).

While the Foreign Assistance Framework failed to guide the allocation of
budgetary resources in a focused way, the presidential policy directive now offers
a unique opportunity for Congress to align budgets better with policy, as it applies
to the entire government. A recent paper by the Center for Global Development
makes the critical observation that “sectors, rather than objectives, drive resource
allocations” (CGD, 2011). The Administration is proposing steps that would
improve the budget process: to i) allocate funds to broader envelopes with key
categories and with a requirement to report impact ii) take country-specific
approaches; iii) limit earmarking; and iv) limit supplementary appropriations.
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Figure 1. Distribution of US foreign assistance by agency
2009 gross disbursements, in USD millions
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Source: US Foreign Assistance Database.

Strategy-driven budgeting is even more crucial given that the US’s ODA
draws on 12 different appropriation bills. The “State-Foreign Operations” bill
provides most of the funding for USAID and the State Department; but several
mainly domestic departments also contribute under the “foreign operations”
sections in their bills — for instance Health and Human Services, Labor, and
Agriculture. Of the 21 different US agencies who report their aid spending, the
largest is USAID, which managed 52% of US assistance in 2009; followed by the
State Department with 17%. The remainder is spent by other departments,
including Health, Defense, Treasury, and the MCC (Figure 1). The military’s
share diminished sharply between 2008 and 2009, from 17% to 8%.

Funding the 3Ds: moving from inter-agency transfers towards pooled
funding

With the QDDR calling for the civilian role to be strengthened, the US
government needs to re-think some of the US’s interim financing arrangements.
To finance the expansion of the Defense Department’s interventions into some
tasks traditionally performed by civilians, such as conflict prevention, several
inter-agency transfers had been set up. But such transfers create transaction costs
and do not always use the comparative advantage of agencies, as they do not
allow for shared authority. They included the following mechanisms:

e Section 1207 of the National Defense Authorization Act authorised the
Defense Department to transfer funds to the State Department for
reconstruction, stabilisation and security activities until October 2010.

e The Commander’s Emergency Response Programme, also known as CERP,
allows the military only in Iraq and Afghanistan to cover emergency needs of
civilians in the immediate aftermath of conflict, as part of an effort to win the
trust of civilians.

e Congress bolstered the Defense Department’s Overseas Humanitarian,
Disaster and Civic Assistance (OHDACA) account by making it a two-year
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appropriation, increasing its funding and reprogramming significant foreign
affairs funds into it for the Haiti response.

A key consideration for a country spending half its aid in fragile and post-
conflict environments, and with a high share of humanitarian aid, is that financing
arrangements must be flexible and allow for quick disbursement. To replace the
complex array of instruments, the US is considering several options:

o Create a Global Security Contingency Fund shared by the Departments of
State and Defense. Shared authority helps to address emerging requirements
in fragile situations more holistically, and pooling funds makes it easier to
oversee finances. However, two things should be considered. First, following
good practice to share objectives and strategy (OECD, 2007), and agreeing
on a balanced strategy will require a real effort, given the DoD’s ability to
programme considerably more resources into this pool. Second, the US
should use the pool so that the agencies involved play to their strengths,
keeping in mind that the State Department and USAID have now been
buttressed both with the Complex Crises Fund and the Civilian Response
Corps.

e Build on the joint budgeting processes piloted for Iraq and Afghanistan, and
create a unified National Security Budget. This proposal should be assessed
carefully against the risk that development co-operation would be viewed
from a narrow security point of view, and the fluctuations to which agency
budgets are subject, as the amounts effectively appropriated by Congress do
not necessarily follow agreements between agencies.

Other resource flows for development

Official development assistance today represents only a fraction of US
financial flows to the developing world. According to a recent study by the
Hudson Institute, in 2008 remittances amounted to USD 96.8 billion, US
philanthropy to USD 37.3 billion*®, while private capital flows have been volatile
recently, owing to the global financial crisis (CGP, 2010). Philanthropic giving
has remained a steady part of US engagement with the developing world, and
comes mainly from private and voluntary organisations, religious organisations,
corporations, and foundations. According to USAID, the US has allocated
USD 6.4 billion to NGOs™ to complement funds raised by US NGOs (USD 22
billion).*®) The US could explore whether this allocation indeed stimulated greater
private giving.

The US uses aid as a lever within its own government. Several recent
examples illustrate how the US government is increasingly working across

13.

14.
15.

Note however that these figures, calculated by the Hudson Institute’s Index of Global
Philanthropy, include not only actual funds, but also the estimated value of volunteer time, drug
donations by pharmaceutical firms valued at US wholesale prices, and university scholarships.
Estimates on remittances cover outward remittances by developing country nationals without
deducting inward remittances by US nationals abroad.

2009 Figure reported by the US to the OECD’s Creditor Reporting System.
Figure provided by USAID in January 2011 during consultations.
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agencies to leverage non-ODA government resources in specific sectors. It does
so by using its policy-making capacity to design initiatives that have the potential
to gain clout, and its convening power to mobilise broad support. Recent
Presidential Initiatives, such as Global Health and Feed the Future, harness a
range of diplomatic and development resources from across the US government
and fund multilateral agencies.

The  recently  established  “dashboard” - a  database  at
www.foreignassistance.gov.com, set up to record all US foreign assistance by
agency and purpose — could prepare the ground for better joint planning and
stronger synergies between aid and non-aid components. The reason for this is
that the US concept of “foreign assistance”, which is the basis of this database,
reflects a view of assistance that is generally broader than ODA. In 2009, the US
delivered over USD 45 billion in foreign assistance compared to USD 28.8 billion
of ODA.™ To evolve from a reporting to a planning tool, the dashboard will need
to record not only obligations but also disbursements, and include agencies other
than USAID and the State Department.

Bilateral assistance

The US spends the bulk of its aid (87%) on bilateral co-operation. Although
there is no particular formula for allocating funds by prioritising certain country
groups or sectors, some trends are clear.

A new trend towards good performers: it’s time to develop a risk strategy
for others

The US still has development co-operation programmes with some 120
developing countries. It has not sharpened its geographic focus over the last five
years. The policy directive calls for the US to “be more selective about where and
in which sectors it works, [and to] focus its efforts in order to maximize long-term
impact.” The Administration is taking steps to focus development co-operation on
fewer partners and sectors. In fact, the President’s Budget for 2012, published in
February 2011, proposes discontinuing bilateral assistance in six countries,
halving aid to 22 countries, and cutting assistance to Central and Eastern Europe,
the Caucasus, and Central Asia by 15%."

These new orientations reflect a shift towards working in countries where
governance is advanced and there is willingness to reform, as announced in the
policy directive. This differs from the approach taken under the Foreign
Assistance Framework in 2007, where five different country categories —
depending on their stability and quality of governance — were matched with five
different co-operation approaches. To date, it has mainly been MCC who worked
with the better performers, explicitly requiring countries to fulfil eligibility

16. US foreign assistance excludes debt forgiveness and domestic refugee costs, but includes
military, anti-terrorism and peacekeeping assistance to all (not just ODA-eligible) countries
(Greenbook at: http://gbk.eads.usaidallnet.gov/, accessed April 2011).

17. In addition, assistance is specifically prohibited in the FY 2010 Act to Cuba, Iran, North Korea,
and Syria (with certain exceptions such as disaster relief).
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criteria, in particular that investments have clear, measurable returns. MCC
selects its partners from low-income and middle-income countries that perform
well on 17 indicators including just and democratic governance, investments in
people, and economic freedom. In implementing the policy directive and focusing
its programme further, the US should guard against the risk of dropping aid to the
poorest countries with weakest capacity to develop on their own — the countries
which need aid the most.

Other US agencies are also increasingly selecting partner countries based on
accountable governance and willingness to reform. One reason behind the trend is
that the US Administration considers that working in countries with advanced
financial and management accountability makes it easier to prove to Congress that
aid produces a return on investment and is dealt with in a responsible manner. The
Presidential Initiatives on health, climate change and food security all build on
this rationale. Feed the Future chooses countries not only on the basis of need, but
also on the basis of quality of governance and openness to partnership.
Nevertheless, this new shift towards good performers is in stark contrast to
US engagement in fragile and post-conflict countries, where governance is weak
by definition, while the needs of the population may be great, and the potential for
development opportunities significant. To conduct successful co-operation in both
groups of countries, the US needs a strategy for dealing with risk (Chapters 2 and
5).

Growing support to the poorest and the most fragile countries

The US has lived up to the commitments for bilateral spending that it has
made. The distribution of aid over recent years shows a trend towards Sub-
Saharan Africa and least developed countries.

e The US government has doubled its assistance to Sub-Saharan Africa since
2005, as it had pledged to do at the 2005 Gleneagles Summit. Aid to Sub-
Saharan Africa rose from USD 4.3 billion in 2005 to 8.67 billion in 2010
(USAID, 2010b), and the US had already met its promise in 2009, a year
early.

e The US has significantly increased its assistance to low income countries,
their share rising from 26% of allocable ODA in 2005 to 55% in 2009 (Annex
B, Table B3). This reflects another US pledge at the Gleneagles Summit to
focus aid on low income countries. While Afghanistan saw an increase from
USD 1.8 billion (2005) to 3 billion (2009), most aid growth to low income
countries has been to countries in Sub-Saharan Africa. The US Treasury has
also advocated an increase of funding for the poorest countries in recent
reforms of multilateral development banks.

The US spends a higher share of its assistance in fragile and post-conflict
contexts than most other DAC donors. In 2009, 46% went to fragile states.' Iraq
and Afghanistan alone account for over USD 5 billion, or 20% of gross ODA. In

18. The list of 43 fragile and conflict-affected states is taken from Resource Flows to Fragile and
Conflict-Affected States (OECD 2010); the numbers represent disbursements.
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addition, 78% of all US non-core multilateral aid allocated to specific countries is
allocated to fragile states, especially Sudan and Afghanistan.

Sector allocations and thematic spending decisions

The US plans to make hard choices about how to allocate resources across
sectors. Already, it has focused its aid on fewer sectors since the last peer review.
In particular, it has increased its focus on population and reproductive health
(including HIV/AIDS), which now represents about one-fifth of its ODA —
USD 5.1 billion. With USD 63 billion committed to the Global Health Initiative
for 2009-2014, this is likely to grow further. Almost as much — USD 4.9 billion —
was spent to strengthen government and civil society, slightly less than five years
ago. Humanitarian aid has remained a significant component and is the third
major purpose, with USD 4.4 billion. This makes the US the largest bilateral
donor in health — in particular in population policies and reproductive health — in
humanitarian aid, in efforts to strengthen government and civil society, agriculture
(which reflects significant efforts to improve food security) and tourism. Priorities
for allocating voluntary multilateral funding reflect a similar pattern: 69% of US
non-core multilateral funding supported the health sector; 14% government and
civil society, and 7% humanitarian agencies.

Multilateral assistance: new impetus

Multilateral assistance is growing again

The US is the fourth-largest donor to the multilateral system, representing 9%
of DAC donors’ multilateral aid.” It is the largest contributor of core funding to
the World Bank’s International Development Association, the Global Fund to
Fight AIDS, Tuberculosis and Malaria, UN peacekeeping operations, UNICEF
and WHO. Multilateral aid currently represents 13% of US ODA (27% if non-
core funding is included). The US does not have specific targets for bilateral
versus multilateral aid. In recent years, US multilateral aid has not grown at the
same pace as bilateral aid, which meant that its share of total ODA continued the
downward zigzag course that it began in 1993; the multilateral share fell most
under the Republican Administration between 2001 and 2008, when it dipped to
10%. Under the current Administration, however, it has risen to 13%, or
USD 3.6 billion, in 2009, the highest level since 1992, reflecting new trust in
multilateralism.

19. This figure reflects gross multilateral ODA disbursements over the three-year period 2007-2009
and excludes ODA to the European Commission. This figure measures DAC members’
contributions to multilateral agencies’ core budgets.
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Figure 2. US multilateral core and non-core assistance, 2009
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The US contributes more money (USD 4.3 billion) to multilateral agencies’
non-core budgets than their core funds (Figure 2). It is the largest non-core
contributor to WFP, UNHCR, IOM and UNRWA. It is one of only four donors®
to give more non-core than core aid.?* The heavy reliance on non-core
development funding is partly a result of congressional earmarks to keep tight
control of how US money gets spent. Since 2001, UN funds and programmes
have been kept on a particularly short leash, with a small share of core funding
(USD 227 million) in comparison to non-core (USD 2.99 billion). The high
percentage of non-core spending also reflects the fact that the US has come to rely
more on trust funds over time. It considers them as “pilots” for more results-based
approaches.

A new commitment to multilateralism

The Obama Administration has fully embraced multilateralism (Chapter 1). It
argues that it would be “destructive” to global and national security for the US to
walk away from an international architecture that it had once helped to construct
(White House, 2010b). The Presidential Policy Directive therefore made
“strengthening key multilateral capabilities” a cornerstone of its new operational
model (Box 9). Across the US government, staff understand this to mean three
things: renewing American leadership and political investment in multilateral
institutions (in particular in multilateral development banks); using multilateral
channels more and as a complement to other instruments; and working with others
to make them more effective.

20. With Australia, Canada and Norway.

21. None-core aid to multilateral agencies counts as bilateral funding in the CRS system, channelled
through multilateral agencies
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Box 9. Multilateral aid in the presidential policy directive and the QDDR:
a summary

PPD: Strengthening key multilateral capabilities. The United States will:

e Redouble our efforts to support, reform, and modernize multilateral development
organizations most critical to our interests.

e Renew our partnership in the multilateral development banks, ensuring that we take
advantage of their expertise and coordinate our respective efforts.

e Create new multilateral capabilities as and where needed, as we have done by making
the G20 the premier forum for our international economic cooperation.

QDDR: Improving multilateral cooperation by updating our approach to multilateral diplomacy.
e  Strengthen the capacity of the Bureau of International Organization Affairs.
e  Support and strengthen the United States Mission to the United Nations.

e Elevate multilateral affairs in regional bureaus and better link multilateral diplomacy
with our regional and functional priorities.

Making more of the comparative advantage of multilateral agencies

The new emphasis on inter-agency co-ordination will help to inform decisions
on multilateral US funding, but the US agencies providing both bilateral and
multilateral funding must also establish stronger links with their field offices for
that purpose. A whole-of-government approach is needed to determine how the
US can make financial allocations in a way that allows different multilateral
agencies to complement each other better. Crucial in such inter-agency co-
operation are the Treasury (providing 45% of multilateral aid), which oversees
cooperation with multilateral development banks; the State Department, engaging
mainly with the UN system; USAID; and the Department of Health and Human
Services (Figure 1). In addition to regular interaction at the staff level, they co-
ordinate their work through several bodies, including the National Advisory
Committee on International Monetary and Financial Policies reviews and the
National Security Council. In addition to inter-agency links, however, the US also
needs to establish better links with field offices to ensure that multilateral and
bilateral programmes complement each other. The lack of such a link was evident
in Ghana, where multilateral agencies are often used to implement publicly-
tendered grants, with insufficient consideration for their own mission and
expertise. Also, headquarters rarely solicits feedback from field offices when
deciding on policies or replenishments. In Ghana, this meant that USAID found it
difficult to achieve programmatic coherence between its bilateral health
programmes and those implemented by the Global Fund, to which the US is the
largest contributor.

With its presence on the boards of almost all multilateral agencies, and its aim
to re-establish itself as an active participant and leader in the multilateral system,
the US has a strong potential to influence multilateral reform in ways that
accelerate development and alleviate poverty. Over the last two years, the
Treasury has striven for complementarity in the reform of multilateral
development banks, ensuring that they focus on issues that bilateral aid does not
typically address (such as regional issues or large infrastructure), while steering
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clear of sectors well covered by bilateral aid (non-systemic support in health,
education). Treasury has also helped steer multilateral development banks
towards serving the poorest populations by giving grants rather than loans, and
towards adopting lending policies that focus on results and reward performance.
The US also uses its influence to enhance humanitarian agencies, though it is
wary of dominating the debate.

As part of its efforts to ensure that every aid dollar is well-spent, the US is
keen to make the multilateral system more effective. While it is not part of the
Multilateral Organization Performance Assessment Network (MOPAN), its
bilateral efforts have been welcomed by multilateral agencies. First, it is aiming to
reduce multilateral agencies’ reporting burden by relying more on their own
evaluation capacities: USAID and the State Department have explicitly agreed on
this. Treasury has pushed development banks to take a more results-based
approach and strengthen their evaluation functions. And second, the US
Administration consults with other stakeholders to discuss how multilateral
agencies can become more effective. USAID co-hosts the monthly “Tuesday
Group” with the Bank Information Center, an NGO organisation, and uses the
meeting to get information from, and learn the views of, organisations interested
in multilateral development bank policies and projects.

Despite these significant improvements, UN agencies, funds and programmes
consulted for this review find that the way in which the US works with them
continues to create high transaction costs and a heavy administrative burden for
them. At the moment, the US continues to undertake GAO assessments of
multilateral agencies, as the Office of Management and Budget still perceives
those as the most credible assessments. UN agencies are required to keep separate
accounts, prepare special reports on aid delivered to certain countries barred from
receiving US funds, and comply with other restrictions (such as the US list of
terrorist designated organisations); some of which even apply to core funding.
The Administration should continue to engage with Congress to ensure that it
respects the special nature of multilateral agencies, and their broader goal to
deliver efficient and effective aid.

Future considerations

e To support its desire to be a global leader on development, the US should
maintain the 2010 ODA level, the highest the US has achieved, and as the US
economy improves, increase ODA.

e The US should ensure that budgets of all agencies involved benefit from the
strategic direction provided by the policy directive, and are attributed in line
with agencies’ comparative advantage to ensure the best value for money.
This would require limiting earmarks and supplemental appropriations.

e The US should continue to guard against the risk of dropping aid to the
poorest countries with weakest capacities as a result of the new focus on well
performing states.

e The US should ensure that it supports multilateral agencies in a way that
acknowledges their special nature and comparative advantage.
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Chapter 4
Organisation and management

Organisation

A fragmented aid system

The US development co-operation programme involves 27 public entities. This
institutional fragmentation is linked to the “globalisation” of the US government, which
especially from the 1990s saw an increasing number of domestic departments setting up
their own technical co-operation programmes. Entities such as the Departments of Labor
(whose Bureau of International Labor Affairs is operational since 1947), Justice,
Transportation and the Environmental Protection Agency no longer see themselves as
only “domestic” agencies. Recognising the importance of transnational issues, they are
increasingly engaged in international partnerships. As a result, they provide assistance in
their areas of expertise, either as implementers of USAID or State Department
programmes or as direct partners, building capacity of counterparts in developing
countries. The international role of these domestic agencies is expected to increase in the
coming years, with the policy directive promoting whole-of-government approaches in
order to draw effectively on the contributions of agencies across the administration.
Institutional fragmentation also results from legal authorisations for domestic agencies (or
new actors, such as MCC in 2004) to implement specific programmes. Further, the
complex budget structure has implications for programming processes and policy co-
ordination.

Key US aid actors

USAID and the State Department are the two key drivers of the aid system. USAID,
the primary US development agency, provides technical assistance, research, policy
advice and infrastructure assistance in both development and humanitarian areas. The
policy directive reinforces its mission and USAID is going through a reform to strengthen
its capacity (see below).

The Secretary of State is the President’s principal foreign policy advisor and the State
Department is the lead representative of the US government overseas. USAID’s
Administrator reports directly to the Secretary of State. The State Department also
manages several large programmes, in particular the Economic Support Fund; the Human
Rights and Democracy Fund; the Middle East Partnership Initiative; the Migration and
Refugee Assistance Account and the Emergency Refugee and Migration Assistance.
Several offices have been created to respond to specific issues, such as the Office of the
US Global AIDS Coordinator, which leads the 2003 President’s Emergency Plan for
AIDS Relief (PEPFAR); and the Office of the Coordinator for Reconstruction and
Stabilisation (Annex D, Figure D.2).

Four other entities are of specific importance:
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e The Department of Health and Human Services and its constituent agencies (notably
the Centers for Disease Control) are major partners in meeting the US objectives for
health. Their role is becoming more important as funding for health programmes has
hugely increased since 2003.

e The Department of Defense has expanded beyond its traditional involvement in
humanitarian assistance into assistance activities with development impacts — albeit
mainly for massive reconstruction following US interventions in Afghanistan and Iraqg.

e The Department of Treasury manages US participation in international financial
institutions and debt restructuring through its Office of International Affairs. It also
provides technical assistance and training on a demand-driven basis though peer-to-
peer ministry co-operation.

e The Millennium Challenge Corporation (MCC) aims to reduce poverty through
economic growth. It was set up by Congress in 2004 to pioneer a new way of
delivering aid outside the Foreign Assistance Act. MCC allocates aid based on a
country’s policy performance in governance, investing in people, and economic
freedom. It employs objective, independent indicators to determine a country’s
eligibility for funding. Threshold programmes managed by USAID can be set up to
help countries meet eligibility criteria. MCC’s approach differs in many ways from
other US entities, illustrating how consensus between Congress and the Administration
on aid objectives can create favorable conditions for delivering the aid programme.
MCC nonetheless faces challenges, but it has demonstrated its ability to learn from
experience and thus its model continues to evolve (Box 10). Meanwhile good practice
by MCC has been incorporated in other US programmes like PEPFAR and Feed the
Future, as recommended in the last peer review.

Box 10. The Millennium Challenge Corporation: an innovative approach

Ownership, predictability, untying and a strong emphasis on results are key characteristics of
MCC'’s approach. The MCC benefits from independent legislation which relieves it of many of
the constraints imposed on other government institutions. This brings it more in line with key aid
effectiveness principles (Chapter 5)

The MCC is still expanding and it is not yet spending to its full potential. MCC is recognised as
a learning organisation and is continuously improving its approach. Lessons from the first generation
of compacts include the need for better planning and preparation before the compact is signed, the
need for more flexibility to re-scope the programme as the context evolves, and a focus on fewer
sectors per compact. MCC should also consider carefully the following challenges:

i.  MCC needs to strike a balance between the MCC’s Inspector General requirement for
oversight and MCC’s own commitment to domestic accountability, and country ownership.

ii. Its rigorous approach to results and transparency needs to be accompanied by adequate
communication on successes and failures to avoid any downside effect on political
support and hence its funding levels.

iii.  The need to demonstrate results in the short-term may hamper the long-term perspective
needed to build sustainable systems. Equally, the focus on accountability leads to
restrictive criteria for country eligibility, which risks leaving some countries behind
(Goldsmith, 2011). This means that this has to be compensated for by other parts of the
US aid system.
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USAILD: from the primary US development agency to the world’s premier
agency

USAID was created in 1961 as a sub-cabinet level agency within the Department of
State. Although it is an independent government agency, it receives overall foreign policy
guidance and detailed budget allocations from the Secretary of State. While this
arrangement has remained stable over time, the internal balance between the State
Department and USAID has shifted several times, reflecting the complex relationship
between the separate, yet related, objectives of US diplomacy and development co-
operation. There have been two reforms in the last five years, the first aiming to reinforce
the convergence between the State Department and USAID (2006), and the second
aiming to strengthen USAID’s mandate and capacities (2010).

2006: Strengthening convergence within the State Department

In 2006, the US Administration launched a set of reforms known as the “F” process.
The aim was to align development aid more closely with foreign policy goals, improve
the delivery of aid and increase accountability. As part of this reform, an Office of
Foreign Assistance (the “F” bureau) was set up within the State Department to develop a
government development co-operation strategy and promote multi-year country
assistance strategies and annual country operational plans. The “F” process succeeded in
promoting a stronger collaboration between the State Department and USAID and
allowed a greater degree of rationality in strategic programming, budgeting and reporting
for the two entities. However, it was not meant to bring in other US government agencies,
as was recommended in the last peer review. Meanwhile USAID lost its policy, strategic
planning and budget management capabilities. On the programming side, the foreign
assistance framework developed by the “F” bureau was mainly used as a process for
aligning budget requests for foreign aid, thereby implying a top-down approach — country
missions were asked to provide proposals once the framework established. The
framework was also an output-oriented process favouring short-term results over long-
term impact, an approach which is now evolving.

2010: Rebuilding USAID’s capacities

Restoring USAID’s capabilities and promoting more country-driven, outcome-
oriented systems are key priorities for the current US Administration. In 2010, USAID
embarked on an ambitious reform, USAID Forward. This reform is critical to achieving
the US President’s vision to restore the US as the global leader in international
development, to make USAID the “world’s premier agency”, and to re-establish its
leadership on development issues within the Administration.

The reform aims to modernise and strengthen USAID in seven key areas:
procurement, human resources, policy capacity, monitoring and evaluation, budget
management, science and technology, and innovation. The quadrennial review (Boxb5,
Chapter 1) takes the reform further. It outlines a new business model of an agency that is
more strategic and has stronger linkages between programming and budget functions;
better aligned to partner countries’ priorities; implementing rather than only contracting
out programmes; results-oriented and aimed at building capacity for sustainable systems.
The organisational changes needed are now clear and should be implemented without
delay. Promising steps have already been taken in that direction. A new Bureau for
Policy, Planning and Learning was established in June 2010, in charge of policy,
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evaluations and strategic planning. An Office of Budget and Resource Management was
also set up to advise on programme budgets and resource allocations (Annex D,
Figure D.1). The quadrennial review asks this office to prepare a comprehensive USAID
budget proposal by 2013, to be reviewed and approved by the Secretary of State and
incorporated into the overall assistance budget. The greater role given to USAID in
formulating its budget is positive. For this to have an impact and help ensure the
development pillar is elevated besides diplomacy and defense, it is important to ensure
that USAID’s voice is heard in the final budget arbitrations under the State Department.

Management

Looking forward: strategic planning and budgeting for results

Despite efforts undertaken under the “F” process, organisation and budget
fragmentation still hampers a more strategic and consolidated approach for US
development co-operation. Co-ordination is vital to ensure that the US uses resources and
skills in a complementary and consistent manner. Since 2009 the Administration has
taken steps to improve joint planning and activities with a strong drive from leadership.
Incentives for staff to work across agencies have been developed, rewarding inter-agency
collaboration. These efforts have led to good results, both in the context of fragile states
(Chapter 2) and in more standard development activities. For instance, specific guidance
was developed on MCC and State/USAID joint planning. In several countries, MCC
builds on an existing USAID programme (e.g. Jordan) or complements its activities (e.g.
Senegal). The US President's Emergency Plan for AIDS Relief (PEPFAR), which
involves seven US agencies, also provides a good example of an evolving cross-
government and decentralised approach. When designing its new five-year strategy,
PEPFAR assessed its past approaches, looking at challenges and opportunities. It
recognised that there has been some degree of inter-agency conflict at both country and
headquarters level, sometimes limited integration of field inputs, and that its extensive
reporting requirements were not always harmonised with other US programmes or other
international indicators. Learning from these findings, PEPFAR now aims to integrate
further the field perspective into its policy, strengthen multilateral collaboration and
reduce the reporting requirements. Its new strategy also shifts the programme from
emergency response to a sustainable, country-owned effort, with greater consideration for
the broader health systems impact (PEPFAR, 2009).

In partner countries, the fact that many US entities share office premises allows for
dialogue among different interventions, as in Ghana and Jordan (Annex C). However,
inter-agency co-operation could still be improved. In Ghana, for example, there is no
whole-of-government strategy, despite efforts to co-ordinate among different stakeholders
(e.g. Department of Defense and USAID).

Strategic co-ordination among agencies should be pursued and widened to create
synergies among the different approaches of US entities, ensure consistency, avoid
overlaps and in all support the US development vision. As noted in Chapter 2, the policy
directive should help to establish across government mechanisms for ensuring
consistency in US development policy and the new interagency policy committee
provides a vehicle for such co-ordination. The quadrennial review prioritises planning
and budgeting for results and gives the State Department and USAID responsibility for
developing a joint State-USAID Strategic Plan. It requires Chiefs of Mission to produce a
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multi-year integrated country strategy combining country-level planning into a single
strategy, with USAID leading on writing the development component of these strategies.
These country development co-operation strategies will serve as the basis for budget
requests. Twenty USAID bilateral missions and one regional platform will develop
country strategies by June 2011, while the remaining missions will do so by the end of
2013. Capturing the various parallel programming processes in this strategy, including
those developed by other departments with their own budgets, will be challenging. This
requires the State Department and USAID, but also other US aid entities, to strengthen
and rationalise planning and budgeting processes. This is challenging with programming
approaches and decentralisation varying from one entity to another.

To make full use of the country strategies’ potential, country offices will require a
stronger voice in determining resource allocations across sectors and areas in relation to
priorities set in Washington. The quadrennial review recognises that resource allocation is
a complex and multilevel process, and that country strategies alone will not determine
funding priorities. However, the country strategies are a critical opportunity to ensure
close linkages between the field realities and the decisions taken in Washington.

As the Chief Executive of all government engagement in a country, the US
ambassador has a key role in overseeing the aid programme. Ensuring he/she has a clear
understanding of the development challenges and their implications for US agencies is,
therefore, important. The Administration should keep this in mind when implementing
the quadrennial review measures to enhance the State Department and USAID’s ability to
work together. In particular, it should make the best use of the common training and
increased rotational assignments between agencies that are planned.

The reform process should remain a top priority in the coming years. While some
measures are already being put into practice, others require longer time to take effect. The
guadrennial review must be implemented at all levels in ways that ensure sustained
progress. A significant level of risk is attached to the reform process. Along with ensuring
sufficient financial resources, implementing the reforms requires headquarters to provide
US missions with adequate guidance. US missions must internalise this guidance, and
will need appropriate incentives to overcome bureaucratic inertia. In this transition
period, it is necessary to bring staff up to date with the changes in a way that provides
support. The new business model should be explained clearly at all levels: internally in
the ministry and to the 80 bilateral country missions and five regional missions; as well as
to external stakeholders. Meanwhile managing whole-of-government approaches
involving 27 agencies is labour intensive and the US government should continue to look
at ways to streamline the aid system, as required by the quadrennial review.

Rebuilding USAID’s human resources: a key challenge

The US has no consolidated approach to staff working on development and
humanitarian aid across the Administration. In addition to staff directly hired and working
within public entities, the US also relies extensively on contractors, either public service
contractors, or business or non-profit entities. This section focuses on the human resource
challenge faced by USAID, being the primary aid agency and the most important in
staffing numbers. USAID counts some 8000 staff, including 1200 civil service
employees and 500 foreign service officers in Washington, and 800 foreign service
officers overseas.
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Staffing and workload have been major challenges to USAID’s ability to manage the
aid programme since the 1990s, with decreasing numbers of directly-hired staff (because
of flat or diminishing operating expense funding) combined with massive increases in the
volume of aid.?? This has led USAID to rely extensively on external contractors to deliver
the aid programme. Many stakeholders have pointed to the risks inherent in this model,
which resulted in a loss of internal technical expertise, thereby weakening USAID’s
ability to support ownership, engage in partnerships and take risks (Box 11). The number
of staff eligible to retire is another concern, especially as this applies to most senior staff.
Since 2005, between 3 and 6% of foreign service officers have retired each year, and the
proportion of staff eligible to retire will jump substantially by 2012. Specifically, more
than 90% of senior staff have retired recently or will be eligible to do so by 2012. In a
number of missions, USAID already faces some workforce gaps. This results in
administrative delays and diminished ability to oversee the implementation of the
programme (GAO, 2010a) and to engage in co-ordination mechanisms, as seen in Ghana
and Jordan.

Box 11. Impact of diminishing staff levels on USAID programme delivery

USAID’s workforce declined 2.7% between 2004 and 2009 while programme funding levels
almost doubled, from USD 9.3 billion to USD 17.9 billion (GAO, 2010a). This trend started in
the 1980s: USAID US direct-hire staff numbers have declined from 4 058 in 1980 to 2 200 in
2008, despite increased aid volumes.

The decrease in USAID core staff numbers has had a major impact on the way it delivers its aid
programme. The GAO notes that, over the past two decades, USAID has moved away from
conducting its own activities to managing contracts and grants implemented by contractors and
NGOs. This has eroded the internal technical capabilities of the agency. Observers note that
staff cuts and the related loss of expertise have “transformed USAID from a creative, proactive
and technically skilled organization focused on implementation to a contracting and grant
making organization. This, in turn, has translated into less policy coherence, reduced flexibility,
diminished leverage with other donors and an increasingly risk-averse bureaucracy” (Atwood et
al., 2008).

As noted by the Government Accountability Office, the decrease in USAID core staff numbers
has also led to a shortage of contracting officers and acquisitions and assistance (A&A)
specialists to process the substantial increase in A&A obligations. These obligations increased
from approximately USD 5 billion in 2002 to an estimated USD 10 billion in 2007 (GAO,
2008). This has led the US Administration to use contractors for administrative functions,
including helping to administer contracts and grants. As highlighted by GAO in its assessment
of the use of contractors in Irag and Afghanistan (GAO, 2010b), the State Department and
USAID should avoid using contractors to perform administration functions for other contracts
and grants, given the potential conflict of interest and oversight risks. The QDDR addresses this
concern.

Source: GAO reports and Atwood et al., 2008

22. Supplementary appropriations do not automatically include overhead costs and the Operating Expense
Account (OE), established in 1976 as a separate account to cover overhead costs in foreign assistance,
has not kept pace with the growing aid volume and the increased number of programmes.
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USAID is committed to getting the right people in the right place at the right time. It
is aware of the need to maintain its staff expertise, experience and know-how to ensure
quality aid. It also recognises that whole-of-government approaches and the new
procurement reform (see below) will require greater human resource capacity. Since 2006
it has taken a strategic approach to rebuilding its human resources, implementing a
Development Leadership Initiative to double the number of foreign service workforce
between 2008 and 2012, developing a workforce planning model and using talent
management, as described in turn below. The 2010 quadrennial review reinforces these
initiatives.

Increasing core staff numbers

The Development Leadership Initiative was launched in 2007 as a three-year
programme to increase USAID’s technical expertise in the field. The US Congress
approved this initiative, recognizing that it will “significantly improve the Agency’s
ability to effectively meet foreign assistance goals and improve programme performance”
(DoS, 2009). Since 2008, 720 people have been hired, including 342 foreign service
officers. Even though specific hiring targets have not entirely been met, this large
recruitment has increased USAID’s core staff. Continuous attention and appropriate
funding are needed to continue to rebuild staff capacity and meet USAID’s objective to
recruit and assign 1 200 foreign service officers between 2008 and 2012. In this context,
it is positive to note that USAID has set up a mid-level hiring programme for specific
technical specialties. This will supplement the junior officer programme and will help fill
gaps at the middle management level.

Strengthening workforce planning

In 2008, USAID issued a five-year “Human Capital Strategic Plan 2009-2013”
initiating a new workforce planning model (USAID, 2009a). This model was adapted at
the end of 2010 to the new business model whereby USAID manages the aid programme
rather than contracting out, and works more through national systems. To make its model
more effective, USAID should continue to deepen its analysis of workforce and
competency gaps as well as of the staffing levels required to meet its objectives, as
recommended by GAO (GAO, 2010a). USAID should also continue to pay particular
attention to its staff working in fragile contexts. A total of 800 staff are working in
USAID programmes in Afghanistan, Pakistan and Irag alone. More than 400 US foreign
service officers are working in fragile states. This has implications for USAID human
resource policy; for example, specific training on working in unstable environments is
provided. Despite financial and career-related incentives, it remains difficult to fill these
one-year postings (extended to two years upon staff agreement), and USAID needs to hire
some 300 people each year on short-term contracts.

USAID needs to work closely with the State Department to implement its human
resource strategy. The State Department sets a maximum number of US staff working in
each embassy. In some countries where USAID is co-located with the US embassy, space
constrains USAID’s ability to hire the additional staff needed.
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Improving training and managing competency

USAID is moving from a decentralised approach to training to a new agency-wide
approach. In 2009, it launched its first ever corporate training strategy, which identifies
training priorities and standardises the course approval process. USAID now focuses its
training priorities on leadership, evaluation and programme design. This positive move is
consistent with the QDDR’s calls for strengthening the training culture. USAID has also
started to develop a “competency management initiative” in 2009, to ensure that all
USAID personnel have the skills needed to achieve the agency’s mission. This uses a
standard methodology to define technical, cross-cutting and leadership skills for all
categories of personnel. It is important that USAID finalise and start implementing the
framework quickly, as it should develop strong linkages between recruitment, training,
performance management, career development and strategic organisational planning.

Making better use of the expertise of locally-recruited staff

USAID relies heavily on its locally-recruited personnel (foreign service national
staff). It employed some 2500 locally-recruited staff in 2009, the average ratio for
technical staff being 3 to 4 foreign service nationals to 1 foreign service officer. It is able
to recruit talented staff and makes good use of their expertise. In addition to training,
USAID has developed two initiatives to enhance their skills and leverage their expertise:
the FSN Fellowship Program, which allows temporary rotational assignments; and the
Foreign Service National Senior Advisory Corps, a group of experienced staff that
support overseas offices and headquarters through short or long term missions. With
numbers of local staff set to increase, USAID should continue to look at ways to retain
this staff at higher grades and to use their expertise better. Its plan to create expert level
positions is positive in this respect. USAID could also review its measures for promotion
and rotational assignments to provide stronger career prospects for its local staff.

Strengthening monitoring and evaluation

While the White House’s Office of Management and Budget (OMB) co-ordinates the
Administration’s performance review process, each department sets its own monitoring
and evaluation strategy. This means that practices vary. However, OMB is now placing
more emphasis on programme evaluations, requesting all agencies to demonstrate their
capacity to conduct rigorous evaluations and to link evaluation plans to the next budget
cycle. The US Administration is also committed to promoting learning, an approach
which is particularly important when policy orientations and systems are evolving. In
addition to a formal co-ordination group on evaluation across the Administration, USAID
has started to establish “evidence summits”. These are opportunities to get a wider range
of actors together (including academic, NGOs) and to share evaluations between agencies
and practitioners. The monitoring and evaluation practice of USAID, the State
Department and MCC is presented below. Meanwhile it is worth noting that the
Department of Defense is also making efforts to improve monitoring and evaluation of its
overseas humanitarian disaster and civic assistance, ensuring consistency with the State
Department and USAID’s standards and co-ordinating programmes in the field.
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USAID/State Department: Streamlining monitoring and revitalising evaluation

USAID and the State Department apply a rigorous output-based monitoring
framework for accountability and reporting. The “F” Bureau manages the monitoring
process, compiling harmonised annual reports from each country mission and reporting to
Congress. The system has become complex as new initiatives came with specific
reporting requirement; as an example, the Feed the Future Initiative involves a global
reporting database with specific indicators. As a result, the data collected (up to
1 200 indicators) cannot be treated and used properly. Meanwhile collecting these data in
the field is time consuming, and human resources are limited. While it is important to
maintain a worldwide, standard system, the US needs to streamline the framework,
considering how to balance benefits with related costs and reviewing the set of indicators.
The US is now moving to a simplified system applied to all agencies and focused on
fewer, outcome-based indicators. Changes should be introduced in February 2011 to both
reduce the burden of collecting and reporting data and improve their quality. This is a
positive move. It should also enable the Administration to use the system as a
performance management tool.

Between 2006 and 2009, the lack of a central evaluation function weakened USAID’s
strong evaluation record. In contrast to its high reporting standards, the degree of
compliance with USAID’s evaluation policy and the quality of evaluations became
uneven, and depended on specific country offices and sectors. Since 2009, USAID has
been rebuilding its evaluation function, aiming to re-establish an evaluation and learning
culture across the agency. In 2010, it re-established a central evaluation office in the
Bureau for Policy Planning and Learning with seven staff. In January 2011, it issued its
new evaluation policy (USAID, 2011a). This policy distinguishes between impact
evaluation and performance evaluations, requiring at least one performance evaluation for
each major programme; calls for evaluation to be integrated into programmes from the
design phase; and insists on the need to generate quality evidence, using quantitative and
gualitative methods. The new policy also focuses on working collaboratively with
partners to strengthen their evaluation capacity. This is positive as USAID has rarely
performed evaluations jointly with partner countries. Finally, also in line with the DAC
evaluation standards, the policy protects the independence of the evaluation function and
prevents any conflict of interest by placing a clear barrier between contractors and
evaluators. The policy also emphasises that findings should be made public, enhancing
transparency of the aid programme. Reports are made available on the web, via electronic
distribution, print media, and on a dedicated Development Experience Clearinghouse.
The next step will be to make sure that the management response system allows the
evaluations to be used systematically for accountability, learning and management.

So far, evaluation practices and related institutional set up varies across the State
Department. There is no standardised system in place. Recognising the need for a co-
ordinated evaluation plan for a stronger, more systematic approach to evaluation, in 2010
the Department of State issued an evaluation policy. The policy requires each bureau
managing grant and contract-funded programmes to develop annual evaluation plans and
ensure systematic evaluation of every important programme. The “F” Bureau is now
tasked with monitoring and evaluation and will make sure that bureaus implement the
evaluation policy. This is a positive step. Key objectives should be to go beyond
anecdotal evidence of programme outputs towards tangible outcome measures, and to use
findings to inform programme decisions.

DAC PEER REVIEW OF THE UNITED STATES © OECD 2011



60 - SECRETARIAT REPORT

MCC: Making good use of a robust monitoring and evaluation framework

MCC places great emphasis on measuring results, planning to track not only outputs,
but also outcomes and impacts across its programmes. A 2009 policy integrates
monitoring and evaluation into the entire life cycle of a programme (compact), from
concept through implementation and beyond (MCC, 2009a). Experience shows that the
monitoring plans are strictly applied — not least because substantial compliance is a
condition for approving each quarterly disbursement request. Every project in a compact
must undergo a comprehensive, independent evaluation after it ends. In addition,
evaluations of programmes’ impact on economic growth and poverty are planned for half
of the MCC portfolio. The horizon for evaluations ends one year after the compact is
completed. MCC should consider extending this timeframe when conducting impact
evaluations as one year appears too early to assess the long-term effects of a programme.

MCC is a leader in the US Administration on results and transparency. As stated in
its evaluation policy, MCC is committed to transparency and to making information
available to the public. This is commendable. Eleven compacts were signed in 2005 and
2006, which should be completed in the coming months. Final evaluations will then be
done and their results published. MCC is aware that its rigorous and transparent approach
to evaluation may be risky — the public might focus its attention on failures rather than on
success stories. Adequate communication should therefore accompany the publication of
results to avoid undermining public and political support for such a rigorous model. This
calls more broadly for strengthening development education so that the public is better
equipped to interpret the results.

Improving engagement with non-government stakeholders
Making the best of the US’s heavy reliance on contractors

The US relies extensively on contractors (both NGOs and private sector companies)
to deliver foreign assistance. USAID's acquisitions and assistance obligations amounted
to about USD 11 billion in 2008, nearly half of the bilateral programme. The US states
that delivering aid through contractors is a way to ensure projects are carried out in a
professional and timely manner. As the team noted in the two countries it visited, country
offices could make more use of the feedback which is collected systematically from
contractors throughout the programme cycle, focusing more on outcomes. They could
also use further their expertise and knowledge of local contexts to improve the
programme. Country offices would gain from a more strategic approach when working
with NGOs and private sector companies. This would be in line with the new policy
orientations which emphasise the need to engage more strategically with non-state actors
(State/USAID, 2010). USAID needs to develop appropriate guidance for this.

Reforming procurement

Extensive reliance on external contractors raises issues of accountability and
diminishes USAID’s ability to engage in meaningful, long-term partnerships. In order to
overcome these limits, the quadrennial review pushes ahead the contracting and
procurement reform outlined in USAID Forward. USAID procurement reform could
fundamentally change the way the US operates, creating opportunities for smaller
companies, focusing more on results and outcomes and building the capacity of local civil
society and private sector entities (Box 12, Chapter 5). For the reform to reach its full
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potential, NGOs would welcome clearer criteria from USAID for selecting implementing
partners, depending on the nature of the work. USAID will also need to ensure it has the
necessary staff and systems since working through local partners and with smaller
contracts will no doubt take more time.

Building stronger partnerships with the NGO community

The US Administration relies mainly on NGOs as implementing partners. NGO
partnerships are treated as any other contract arrangement, with no clear differentiation
between profit and non-profit entities. The quadrennial review now encourages the State
Department and USAID to increase the number of NGO partners, and to reach out to
smaller organisations. The two organisations should take this as an opportunity to develop
a policy framework and a strategic plan to engage further with the NGO community as a
whole. In doing so, it should recognise the NGOs’ specific added value, including their
long-term and broad in-country presence; relationships with local actors at grassroots
levels; technical expertise; capacity to innovate; and private resource mobilisation.
USAID could use the procurement reform as an opportunity to improve its partnerships
with international and local NGOs, recognising their specific strengths and defining
clearly the most appropriate development settings for NGOs versus other private sector
organisations.

Future considerations

e The policy directive and quadrennial review — and the process leading to them —
are significant achievements. The State Department and USAID should now
ensure that the reform they entail is implemented quickly and in ways that ensure
sustained progress. In addition to sufficient financial resources, this requires
headquarters to provide adequate guidance to US missions and US missions to
internalise and implement this guidance. This should be accompanied by
appropriate communication and training.

e The US Administration should make every effort to overcome the difficulties
linked to the institutional and budget fragmentation of the aid programme. This
requires: i) strengthening USAID’s role in the budgeting process and reviewing
other US aid entities’ programming approaches to rationalise planning and
budgeting processes; ii) complete the roll-out of the whole-of-government country
strategy model to all field missions, to ensure stronger oversight and consistency
of all development activities implemented in the field; and iii) harmonising and
simplifying reporting requirements.

e USAID should continue to rebuild its human resources capacity. It should back up
its workforce plan with a reliable data system; set timeframes to adjust the staff
skills mix to the new US aid model and working contexts; and look at ways to
provide stronger career prospects for local staff.

e The US Administration should continue to strengthen monitoring and evaluation
systems and use them as a forward looking management tool with a stronger focus
on outcomes and impact.

e The US Administration should engage more strategically with non-state actors,
including NGOs, recognising better their specificity and expertise.
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Chapter 5
Aid Effectiveness and Results

The US embraces the aid effectiveness agenda

Improving development co-operation is not only a matter of spending more, but of
spending wisely — this is borne out in many US documents. More effective foreign aid is
the overarching goal of current reforms, driven from the highest level, and the
presidential policy directive lays out the operational model for this: being more selective
about where and in which sectors to work, ensuring countries own the development
process and are held responsible, forging a new division of labour among key donors, and
strengthening multilateral capabilities.

These reform efforts are timely, and address some of the very weaknesses that past
surveys have found. Studies measuring the effectiveness of US development co-operation
concluded that the US lagged behind in implementing internationally-agreed standards.
They noted, however, that it was difficult to generalise with 27 agencies active in co-
operation — some agencies performed well in making aid effective, while others
struggled. This section will focus mainly on USAID, the State Department, MCC, and the
Treasury. The Monitoring Surveys of the Paris Declaration, in which the US participated
in 2006 and 2008, suggested that US performance had been mixed at best, with four
indicators that had improved and six that had worsened between the two surveys (OECD,
2007b/2008b; see Annex D, Table D.1). According to these surveys, the US struggled
with using its partner countries’ public financial management and procurement systems.
Similarly, a report on the Quality of ODA by two US think tanks suggests that the US is
doing poorly when it comes to strengthening its partners’ institutions. Among the 31
donors examined against four quality marks derived from the Paris Declaration, the US
ranks in the bottom third on all four dimensions (Birdsall and Kharas, 2010). Although
new results are expected from the OECD monitoring survey in June 2011, it will take
more time to see the impact of most recent reforms reflected.

Bringing all US agencies on board

The US endorsed the Paris Declaration on Aid Effectiveness in 2005, and its recent
policies frequently refer to it. The QDDR cites the Paris Declaration and the Accra
Agenda for Action as the source of reference. But to ensure that all official development
assistance — not only State Department and USAID — is programmed and implemented in
a way that is consistent with Paris Declaration, all agencies need to recognise this agenda.
Some multi-agency programmes — Feed the Future and the Global Health Initiative — now
emphasise the principles for effective aid, in particular country-led programming. The
fact that seven US agencies participated in the “Evaluation of the Implementation of the
Paris Declaration on Aid Effectiveness” is encouraging; the synthesis report of the
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evaluation provides valuable insight into how these principles are applied (Blue et al.,
2011). As a next step, the US should raise awareness among all agencies of the principles
of effective aid, and each agency should translate policies into operational guidance.
Establishing consistent working practice for all agencies will require a great deal of
effort, as understanding and knowledge of the aid effectiveness principles has been
assessed as being limited beyond the Treasury, MCC and USAID (Blue et al., 2011).
Even in the State Department some staff question whether these principles apply to their
programmes, especially when development programmes are primarily driven more by
foreign policy or security aims. In the field, the review team saw that aid effectiveness is
discussed between USAID country offices and the focal point for aid effectiveness in
Washington, but does not yet cut across all activities and agencies, and is not yet
universally accepted.

The structures set up over the last years are useful for raising agencies’ awareness
about the principles for effective aid and for providing guidance. In January 2007, the
interagency policy committee on development and humanitarian assistance has
established a sub-interagency policy committee on aid effectiveness for US government
agencies managing foreign assistance and international trade agencies. In October 2007 it
had already mapped an inter-agency aid effectiveness action plan to revise policies and
procedures to make them consistent with the Paris Declaration principles. These efforts
are now beginning to bear fruit.

Working around institutional challenges

Much ink has been spilt in recent years analysing the constraints the US faces in
applying the aid effectiveness principles in non-fragile situations. The extensive use of
earmarks by Congress, its short reporting horizon and the requirement to attribute specific
outputs to each dollar present great challenges for effective co-operation focused on long-
term outcomes. Its requirement to tie part of US aid to the delivery of US goods and
services makes aid inefficient when applied. Similarly, several legal prohibitions and
restrictions can hamper the effectiveness of the aid programme. An example is the US
prohibition to support developing countries in producing agricultural commodities for
export when those commodities would compete with similar US exports (2010 “Bumpers
Amendment”). The Administration’s effort to establish a new relationship with Congress
and to tackle some of these obstacles is therefore positive. It needs to prove to Congress
that delivering aid effectively brings better value for money and better development
results. MCC demonstrates some powerful lessons. In being allowed more discretionary,
predictable, unearmarked and untied funding, it has proved that these principles lead to
effective results.

Yet, even USAID’s more restrictive system, designed in the 1960s, offers
opportunities to deliver aid more effectively. USAID has started with the low-hanging
fruit, adapting its procurement, management and evaluation practices in 2009 (Chapter 4).
It has also made training on aid effectiveness mandatory for new staff. This “major
overhaul in USAID’s business model” (USAID, 2010b) to align operational norms with
the principles to make aid more effective is positive and worth pursuing.
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US performance against aid effectiveness indicators

Ownership
Government ownership for reform-minded partners

The US Administration supports the principle that partner countries should be more
involved in designing and implementing their own development strategy. The presidential
policy directive indicates that this principle — already recognised by the MCC, Treasury,
the revised PEPFAR, and Feed the Future — is to become a hallmark of all US co-
operation in the new country development co-operation strategies. But it only advocates
for leadership “where our partners set in place systems that reflect high standards of
transparency, good governance, and accountability.” MCC, which has specific, well-
reflected guidance on ownership (MCC, 2009b), lets partners shape and implement their
compact provided they meet the MCC eligibility criteria on democratic governance,
investing in people, and encouraging economic freedom. Similarly, Treasury only works

with countries that demonstrate a “strong commitment to reform”.?

In non-fragile contexts, US field offices find it difficult to let partner governments
lead in practice mostly because of requirements from Washington. Missions spend
significant resources and staff time matching strictly defined US priorities with the
partner country’s development strategy and needs. Country offices have to comply with a
complex and overlapping system of instructions from headquarters, including
congressional earmarks, directives, and global targets for presidential initiatives, which
makes it tricky for them to tailor development programmes to partner countries’ needs. In
Ghana, this resulted in the USAID office to have only USD 6 million discretionary
funding out of an annual budget of USD 136 million. This can constrain missions’ ability
to respond to emerging needs, pilot innovative approaches, or join new initiatives. The
peer review team supports the related recommendation by a recent study by the Center of
American Progress (Norris and Veillette, 2011), which finds that Congress could
contribute to making US assistance more effective if it decided to convert more ‘hard’
earmarks into ‘soft’ earmarks: “That is, instead of a directive that an executive branch
agency ‘shall,” the language becomes ‘should’”.

A whole-of-society approach for fragile and conflict-affected states

In fragile contexts, where almost half of US co-operation is directed, the articulation
of strategies and priorities, and capacity to plan and implement are weak (Chapter 2).
This is where the US’s whole-of-society approach to ownership is well-suited. The US
believes that co-operation should go beyond a government-to-government partnership,
and strengthen civil society and the private sector, seen as the real drivers of
development. This dovetails with the commitment donors made in Accra to “increase the
capacity of all development actors [...] to take an active role”. USAID also acknowledges
that strong state-society relations, together with a political process, are prerequisites for
statebuilding (USAID, 2011b). The US’s experience in this area should feed into a
conscious approach to whole-of-society approaches in countries with weak governance.
Its recent engagement in designing OECD guidance on statebuilding (OECD, 2011a), and
its reflections on what it means for USAID, will be helpful in this process.

23. Treasury/OTA website, http://treasuryota.us/ accessed 20 February 2011
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Aligning with and using country strategies and systems

In the Paris Declaration, donors committed to base their overall support on partner
countries’ national development strategies, institutions and procedures. While most US
agencies align their programmes with national priorities, the process of matching US
priorities with local strategies can be very time consuming and complex (see above
section on ownership). MCC has been leading the way: its compacts are jointly
developed and signed with the partner government, and projects are recorded on the
partner country’s budget. Feed the Future and the Global Health Initiative, too, require
programmes to be aligned with country-owned plans. USAID’s new guidance for
developing country co-operation strategies instructs missions to explain “how the
development objective [...] responds to [...] the host government’s own development
plans and priorities” (USAID, 2010e).

Working through, rather than around, partner institutions and systems

Donors also committed to using, wherever possible, a country’s own institutions and
systems. Not all US agencies align their work equally well with partners’ country
systems. Recognising this weakness, the US is seeking ways to improve its practice, and
engages actively in the DAC Working Party on Aid effectiveness, where it co-chairs the
Global Partnership on Country Systems (“Cluster B”).

Recent reports note that USAID and the State Department have in recent years largely
bypassed its partners’ public financial management structures. Although figures vary,
USAID may have obligated less than 10% of its programme funds for “direct support for
partner country capacity” in recent years (USAID, 2010a); as little as 3% of bilateral
funding was channeled through host governments.* In contrast, a high share of its aid is
implemented by US-based NGOs or firms (Chapter 4). The US recognises that “this
approach has often created redundant systems [...] parallel to — and sometimes
competitive with — that of the host government. As a result, sustainable local systems
have either been neglected or withered.” (ibid.)

The peer review therefore welcomes the changes that USAID and the State
Department have made to use country systems more. Following the Third High-Level
Forum on Aid Effectiveness, USAID developed a reference guide for staff on how and
when to use country systems. The Administration now encourages agencies to work
“through national institutions rather than around them” (White House, 2010c). USAID
has set itself targets: by 2015 it plans to pass at least 20% of its programme funds through
partner country systems in 25 countries, and 6% for direct grants to local non-profit
organisations (USAID, 2010a). The procurement reform will facilitate this. The US
should monitor if these measures increase the use of partner country systems over time,
and expand these efforts to other co-operation agencies that may not yet use country
systems in line with the aid effectiveness principles.

MCC uses country systems to some extent. Like USAID, MCC has guidelines on how
to assess and use country systems (MCC, 2010a). Its demands on such systems are high,
as its compacts are large (USD 300 million on average), their procurement complex, and
the time frame strictly limited. To minimise the risk of corruption, MCC and the partner
country usually create a temporary entity to manage the compact, as is the case in Ghana
and Jordan (Annex C), and use existing government capacity for other functions. In
Jordan, the local Water Authority became the fiscal agent; the General Tendering

24, Source: USAID (2009), Implementing Mechanisms, Powerpoint Presentation, October 2009.
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Department the procurement agent. The limited reliance on local structures raises the
question of whether MCC could not invest its efforts in strengthening existing structures
instead. It should critically examine whether it has exhausted all options to rely more on
existing capacity to manage the compact process.

To date, few US agencies record their programmes on the host country’s budget.
Evidence from Ghana and Jordan confirmed this (Annex C), and shows that the ability to
put aid on budget depends on how predictable an agency’s funds are. MCC and the
Global Health Initiative, built on multi-year commitments, have no difficulty putting their
aid on budget. But even USAID, with its one-year appropriations, should examine
whether it could bring more of its current-year funding into its partners’ public financial
management systems to give them full oversight of development efforts. In Jordan, for
instance, USAID has yet to make this step.

Expanding budget support beyond key strategic partners

The US provides budget support to several strategic partners, proving that it can use
country systems fully. Indeed, budget support is no novelty for the US, which has
provided balance of payments assistance since the Marshall Fund in the 1950s. In 2009,
the US provided general budget support to four strategic partners (the largest amounts
went to Jordan and Egypt); five more received some budget support in the past five years.
However, Congress currently only authorises the use of budget support for strategic
partners of strong foreign policy interest, and does so even if their public management
systems are weak. The US Administration should use its lessons from budget support in
its dialogue with Congress with the aim of expanding its ability to support partner
countries with reliable systems in a similar way. Also, negotiating the conditions for
budget support in close consultation with other stakeholders — both the host country and
other donors — is good practice that the US does not yet follow in Jordan.

Building capacity that lasts

The US is concerned about weak governance in partner countries, most of all in
fragile states. USAID had already, in 2005, made capacity building a key pillar of its
approach to fragile states, where it aims to “develop capacity of institutions that are
fundamental to lasting recovery and transformational development” (USAID, 2005). In
2010 capacity development became a cornerstone of US reform, through the QDDR and
USAID Forward. USAID’s paper on Human and Institutional Capacity Development
(USAID, 2009b) made it mandatory for USAID staff to consider capacity development
when planning, designing, and carrying out programmes. In continuing to use methods
for individual capacity building such as training — USAID takes pride in having trained
2.2 million people in 2010 - technical assistance, scholarships, mentoring, and
professional exchange extensively, the US should ensure that such efforts fit into its
larger strategy to foster institutional capacity.

MCC’s partial use of country systems (see above) presents an opportunity to build
capacity over several years, though this is not an explicit objective. MCC may need to
adjust its way of working to ensure that it builds sustainable capacity. The cases of Ghana
and Jordan suggest that MCC should monitor more closely whether the capacity it leaves
behind serves the country over the longer term, and whether the obstacles to creating such
capacity in the first place have been removed.

As governance is one of its main concerns, the US has long-standing experience in
strengthening partner countries’ systems in the financial sectors, public financial
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management, and audit. The Treasury, GAO, and USAID have used technical assistance
and training to strengthen finance ministries, central banks, and audit offices over the last
decades. Strengthening the audit function in countries with low transparency ratings is a
good way to build up country systems with a view towards using them more in the future.
The US is encouraged to continue this engagement.

With about USD 757 million (3% of US ODA, Table B.2) identified as technical
co-operation, the US needs a more explicit approach to technical assistance to avoid
undermining local capacity. As much as 86.3% of its free-standing technical assistance is
tied to US contracts; the highest share of all DAC donors.”® The US relies heavily on
large US and international contractors, who sub-contract the work to third parties. Local
counterparts in Ghana and Jordan observed, however, that experts contracted by the US
were not always suitable for the context. While the US plans to turn to the expertise of
experts across the US government before engaging private contractors (DoS/USAID,
2010), it should involve local expertise whenever it is available. The US could share
experiences with other donors, such as AusAID or the EC, who have made substantial
efforts to make better use of local resources.

Making aid more predictable and transparent

Being able to predict aid amounts is important for partner countries to manage public
finances and undertake realistic planning for development. MCC and PEPFAR have the
legal authority to make multi-year commitments. Other programmes, however (including
USAID), have limited medium-term predictability. They must rely on annual budget
appropriations, and subsequent grants are “subject to availability of funds”. Hence, they
are not in a position to make solid multi-annual commitments ahead of annual budget
approvals, but can provide multi-annual funding indications. USAID generally
communicates these indications to partners — in Ghana, it provided information for three
years — and should do so consistently. Its intention to investigate greater flexibility for
forward commitments, as part of its transparency agenda, is positive. A next step for the
US would be to share any available forward data — including indications — with the DAC
for its forward spending survey.

One of the MCC’s important innovations is its “incentive effect” — countries may be
encouraged to undertake difficult reforms to qualify for the programme and be eligible to
receive funds through a compact. An important pillar of this incentive effect is the annual
appropriations cycle where Congress determines how much will be allocated to the
programme in any given year. The current environment in Washington has resulted in
significant uncertainty around whether Congress will authorise funding for MCC, and
how much. If Congress fails to authorise funding or authorises significantly less than in
previous years, MCC’s credibility and its whole incentive-based model will be
undermined.

Untying aid: good progress, but more needed

The US has made considerable progress in implementing the 2001 DAC
Recommendation on untying aid. In this recommendation, the DAC agreed to untie all
aid except technical co-operation and food aid to least developed (LDCs) and — starting

25. This figure represents free-standing technical co-operation. The following seven DAC members do not
report on its tying status: Belgium, Denmark, Ireland, Norway, Portugal, Switzerland and the UK.
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with 2009 flows — non-LDC heavily-indebted poor countries (HIPCs). In 2005, as much
as 47% of US aid that should have been untied under this recommendation was still
tied:?® by 2009, this share had fallen to 15%. This marks a significant achievement, and
the US is encouraged to stay the course and fully untie all its aid covered by the
recommendation. This will allow the US and its partner countries to get better value for
money in aid-funded procurement, and promote partner countries’ ownership of
development programmes. In its progress towards untying aid, the US is slowly moving
from piecemeal measures to making untying policy — a tendency that the peer review
team welcomes. Until a few years ago, with the exception of assistance to sub-Saharan
Africa, the US untied aid mostly by issuing case-by-case waivers that exempted certain
contracts from the congressional requirement to tie all aid. MCC’s founding act grants it
fully untied resources, and other programmes have started moving in a similar direction.

Overall — when all forms of aid and all developing countries are considered — the US
in 2009 tied 32% of its aid to the purchase of goods and services produced in the US,
against 68% in 2005.%” These data mark clear progress in untying US aid over time, but
the US still performs below the DAC average (17% tied, 80% untied and 3% not
reported). Under the Accra Agenda for Action, DAC members agreed to “elaborate
individual plans to further untie their aid to the maximum extent”. Unlike all other DAC
members except Japan, the US considers that the Accra commitment only addresses aid
covered by the Untying Recommendation (OECD, 2011b). Having found ways to open
up contracts to international competition, the US too should make further progress
beyond the untying recommendation.

One other provision of the untying recommendation is to notify companies before
tenders come up. The peer review commends the US for respecting these transparency
provisions better than many other donors. It is one of only a small number of DAC
members that regularly notify upcoming untied aid offers on the DAC Bulletin Board.
Nevertheless, in 2009 the US only published advance notification covering 32% of the
aid that should be untied under the recommendation. The US should make further
progress in notifying contracts ex ante. This would help to increase transparency,
stimulate competition among suppliers, and build confidence that de jure untied aid is
also untied de facto. Looking at the patterns of contract awards for untied aid in 2009,
89% of US untied aid contracts for LDCs and HIPCs*® were won by US suppliers. This
raises the concern that US untied aid is in fact more tied than US reporting to the
OECD/CRS would suggest. The US should make efforts to ensure that bidding processes
are open to local companies and that they benefit from the US procurement reform (see
below).

The costs of tying aid, both for the partner country and the taxpayer, are well
documented, including in a GAO report highlighting the negative impact of tied food aid
(GAO, 2009b). This report has helped the US to make progress untying food aid (Chapter
6). The US Administration should pursue such efforts to convince Congress about the
detrimental consequences of tied aid. It should also raise awareness among broader public

about this.
26. Source: DCD/DAC(2007)11/REV2, Table 2
27. Sources: DCD/DAC(2011)4/FINAL and DCD/DAC(2007)11/REV2
28. To be specific: 89% in value terms; 59% in terms of number of contracts. The respective DAC averages

are 51% and 46%.
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USAID procurement reform: an important opportunity to untie more aid and
build local capacity

USAID procurement reform has the potential to increase local contracting and
purchases, thereby strengthening the economic growth of host countries and bringing
better value for money. With its over-reliance on a small group of major US companies
and NGOs, USAID was missing a crucial opportunity to strengthen the capacity of local
partners. The new rules in USAID Forward and the QDDR (Box 12), which bear the
hallmark of the National Security Council’s US Task Team on untying, may be able to
change this. However, this will require two conditions: first, USAID would need to
follow through on its plan to increase the number of staff managing contracts, because
contracts with local companies are typically smaller leading to a higher workload.
Secondly, if smaller, local companies are to gain from this reform, the US should offer
them similar support to the services it offers to US-based small and disadvantaged
businesses so that they can gain from this procurement reform. Not doing so will continue
to bias procurement in favour of US suppliers.

Box 12. USAID/State Department procurement reform: using more local capacity

Procurement reform, as laid out in the QDDR, aims to:

i) Rebuild and balance the workforce: by in-sourcing positions more appropriately
performed by direct-hire personnel, and enhancing the role and performance of
contracting officers and oversight personnel.

i) Increase competition for contracts by broadening the partner base: by making USAID
awards smaller and more focused, and dividing large State Department contracts into
discrete units.

iii) Build local development leadership: by increasing State/USAID’s use of reliable
partner country systems, strengthening local governments, civil society and private
sector capacity and co-operation with other donors on procurement practices.

iv) Draw on the personnel of other US agencies before turning to contractors.

Source: adapted from DoS/USAID (2010); and USAID (2010d).

Need to pursue efforts to harmonise work with other donors

Washington’s recent policies underscore the need to harmonise its work with bilateral
and multilateral donors. The decision at the EU-US summit in November 2010 to divide
labour better marks a first concrete step. Yet, to date, US performance in harmonising its
co-operation with others has been poor. The share of US missions co-ordinated with other
donors declined from 20% to 9% between the two Monitoring Surveys. Although there is
some guidance available on the issue, many among the staff members at USAID and the
State Department interviewed for this review were unsure how to engage in division of
labour at field level, and are looking to the Fourth High Level Forum on Aid
Effectiveness in Busan in 2011 for guidance. Three key challenges complicate further
harmonisation: i) the first priority for the US is to harmonise the actions of its own 27
agencies delivering aid — a time-consuming task. This leaves harmonising with other
donors as second priority; ii) the frequent dominance of USAID programmes in relation
to other donors, and its limited flexibility for changing programmes (which stem from its
earmarks, rules and regulations) mean that USAID has little incentive to engage
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proactively with others; and iii) the US has found that co-ordination creates a significant
burden for field staff (USAID, 2007b), while some agencies — such as MCC — do not
have the staff resources to engage in donor meetings.

The partner country visits for this peer review have nevertheless illustrated that the
US is making efforts to harmonise its interventions with other donors in the specific
sectors in which it works (Annex C). Still, its level of engagement among donors is not
commensurate with its financial contribution; most other donors saw it as mere
information sharing. The US should co-ordinate more with other donors, for instance by
harmonising reporting requirements, conditions, analytical work, and programming with
them.

The US has vast experience in delegated bilateral co-operation as a recipient of other
donors’ funding. It is now also engaging in delegated bilateral co-operation as a silent
(i.e. delegating) partner. In Ghana, it has signed an agreement in April 2011 to delegate
authority to Denmark for a pooled fund that improves conditions for Ghana’s private
sector. The peer review commends the US for this step, and encourages it to build further
on this example.

Managing for results: accountable to whom?

Transparency towards US citizens is a key commitment of the Obama
Administration, highlighted in its “Open Government Directive” and of the 2010
Government Performance and Results Act. Accordingly, most reporting is set up to
demonstrate transparently to Congress and the executive branch how US taxpayers’
money has been spent. To allow US resources to be tracked, programmes are required to
measure rigorously what outputs are attributable to US funding. This means that US field
offices have heavy reporting requirements; USAID Ghana alone submits over 15 reports
every year to Washington, not counting ad hoc information. Yet, the nature of US
reporting requirements entails several risks:

e It leads to a focus on outputs rather than results or value for money. Most
reporting tools measure outputs, such as the number of teachers trained or kilos of
food distributed. The US evaluation of the Paris Declaration (Blue et al., 2011)
found that US reporting is used more to ensure compliance with US laws, policies
and regulations than to check the impact achieved.

e Political pressure to use short-term indicators provides a perverse incentive for
quick fixes rather than long-term impact. The risk is that long-term objectives,
such as capacity building, may be neglected.

e It risks hampering mutual accountability. By requiring some programmes to
single out the impact attributable to US funding, the US may be missing a crucial
opportunity to build systems that hold partners accountable to each other, and to
build the host country’s reporting systems in the process. To diminish this risk, it
should build on its experience in the health and education sectors in this regard.

o It leads to risk-averse behaviour, which makes it difficult for the US to pool funds
with others, or otherwise relinquish fiduciary or managerial responsibility to
others.

USAID is adapting its systems to return to work towards impact rather than outputs,
and other agencies should follow suit. Further, the US should i) allow for longer horizons
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in measuring results; and ii) ensure that field staff are aware of existing guidance on
assessing and mitigating risk.

The US provides significant support for statistical development in partner countries,
being best known for the Demographic and Health Surveys (DHS) that USAID funds.
Though undertaken at country request, these surveys are often conducted outside of
partner countries’ agreed statistical strategies. This can drain the limited resources
available at local level and divert attention away from nationally agreed data priorities.
The US could help reduce partner countries’ administrative burden and develop their
local capacity if it more fully embraced the NSDS (National Strategy for the
Development of Statistics) approach developed by PARIS 21, which the international
community has recognised as the benchmark for developing statistical capacity as it
draws heavily on the principles of the Paris Declaration.

Future considerations

e Providing operational guidance to staff in all agencies delivering aid on how to
apply the new US policy directive would help the US deliver its aid more
effectively, in line with international principles.

e Working with partner countries to remove obstacles on both sides to putting more
US assistance on partner countries’ budgets would allow for better alignment.
Continuing capacity building efforts in finance and audit will help the US be more
confident about using country systems more in the future.

e The US should preserve the principles of untying and non-earmarking behind
MCC and PEPFAR. The Administration should continue to carry the message to
Congress that US co-operation would be more efficient, effective and better value
for money if some congressional requirements, such as tying aid and extensive
earmarking, were limited or adapted.

e The peer review team encourages the US to untie its aid fully to LDCs and non-
LDC HIPCs, consistent with the 2001 DAC recommendation on untying aid as
amended on 25 July 2008. The US should announce more contracts in advance,
and ensure contracts are open to all potential suppliers on an equal footing, fully
implement and monitor its procurement reforms, and assess whether they could
also be applied to other US agencies delivering co-operation.

e The US could co-ordinate more fully with other donors, for instance by
harmonising reporting requirements, missions, conditions, and programming.
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Chapter 6
Humanitarian assistance

The US remains a responsive, flexible, rapid and generous humanitarian donor, with
an extensive, experienced and engaged field presence and strong partnerships with the
humanitarian community. Its wide range of instruments delivered nearly USD 4.4 billion
of humanitarian aid in 2009, up from USD 3.2 billion in 2006,° confirming the US’s
place as the world’s largest humanitarian donor. In 2009, USD 2.1 billion was allocated
to UN consolidated and flash appeals — just under one-third of the total amount provided
by all donors.*® In 2009, 44% of the US’s humanitarian assistance was provided as
emergency food aid.*

The US has made some progress on implementing the recommendations of the
previous peer review (Annex A) by including a section on humanitarian assistance in the
2007-2012 Department of State/USAID Joint Strategic Plan (DoS/USAID, 2007). It is
also taking promising steps to reform emergency food assistance, and to deliver more
joined-up approaches to basic service provision in fragile states. However, it has taken
few other visible steps towards improving the quality of its aid in line with requirements
of the Principles and Good Practice of Humanitarian Donorship (GHD Principles), to
which it is a signatory. New developments indicate moves towards a more sustainable
and evidence-based approach to humanitarian assistance, and outline proposed steps that
could strengthen cross-government co-ordination. However, further work to support more
holistic and joined up humanitarian responses is required. There has been progress
towards implementing a coherent and meaningful partnership between US civilian and
military actors, guided by humanitarian principles, best practices and value for money,
but, as explained below, this area will require ongoing attention.

Complex humanitarian aid architecture

The US delivers its humanitarian assistance through a number of different federal
departments and agencies. These derive their respective mandates from a long list of
authorising legislation,® and use a variety of funding approaches and practices. Most of

29. OECD DAC data based on 2008 constant prices.

30. Data from the Financial Tracking Service of the United Nations Office for the Co-ordination of
Humanitarian Affairs (UN OCHA).

31. Idem.

32. Humanitarian assistance authorizing legislation includes: International Disaster and Famine Assistance

(OFDA and FFP); International Disaster and Famine Assistance, Chapter 9 Section 491 (USAID); Public
Law-480 Title Il Emergency Food Aid (FFP); Section 416-(b) Agriculture Act of 1949 (FFP); Migration
and Refugee Assistance Act of 1962 (PRM). Additional sources include: FAA Section 123 (b)-
(d); (Ocean Freight Reimbursement) and 10 USC section 2561 Overseas Humanitarian, Disaster and
Civic Aid ‘OHDACA’ (DOD).
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the US’s humanitarian assistance is delivered through USAID (64% of 2009 humanitarian
ODA), the Department of State (34%), and the Department of Defense (3%), although
other government actors, including the Department of Homeland Security, the Centres for
Disease Control and Prevention under the Department of Health and Human Services and
the Department of Agriculture, are also involved.

USAID, under its Office for US Foreign Disaster Assistance (OFDA) located in the
Bureau for Democracy, Conflict, and Humanitarian Assistance (DCHA), provides mostly
earmarked funding for humanitarian programmes following natural and man-made
disasters. Outside of food aid, around 65% of these funds passes through the NGO
channel. It does not support country-level pooled funding, but does provide small
contributions to the UN’s Central Emergency Response Fund (USD 10 million in 2010).
Under Food for Peace Title I, the US also provides tied commodity food aid, mainly
through the WFP. This has, since 2010, been supplemented by more flexible food
security approaches under USAID’s Emergency Food Security Programme. The work of
the Office of Transitional Initiatives complements these efforts by targeting key political
transition and stabilisation needs. USAID also houses the Office of Military Affairs and
the Military Liaison Unit within OFDA which deal with civil-military cooperation issues
(Annex D, Figure D.1).

The Department of State’s Bureau for Population, Refugees and Migration (PRM)
provides both earmarked and unearmarked funding as aid for refugees, victims of conflict
and stateless people, favouring delivery through multilateral channels (Annex D, Figure
D.2). The Bureau for International Organisation Affairs provides further core funding to
some multilateral humanitarian actors, and its Office of the Coordinator for
Reconstruction and Stabilisation enhances the US’s institutional capacity to respond to
failing, failed and post-conflict states and complex emergencies..

The Department of Defense, under the Overseas Humanitarian, Disaster and Civic
Aid (OHDACA) appropriation, includes support for various humanitarian projects
planned, overseen and conducted by US geographic Combatant Commands. This work
has traditionally been managed by the Defense Security Cooperation Agency, with input
from the Office of the Secretary of Defense for Policy. The Commanders’ Emergency
Response Program (CERP), active only in Iraq and Afghanistan, also funds projects,
some of which are humanitarian in character, to assist the indigenous population and
support stabilisation objectives.

Policy and principles

Strengthening humanitarian policy would promote more joined-up, holistic
responses

The US’s complicated humanitarian aid architecture makes it difficult for it to
respond in a coherent and consistent way. There is no cross-government humanitarian
policy; although the State Department and USAID did include a section on humanitarian
assistance in their joint strategic plan (DoS/USA, 2007a), and from 2009 humanitarian
issues could be discussed at National Security Council Interagency Policy Committee
level (Chapters2 and 4). The lack of formal cross-government guidance has led to
inconsistencies in programming that are sometimes contrary to the Good Humanitarian
Donorship principles of humanity and impartiality. One often-cited example is different
assistance package provided to refugees and internally displaced persons despite their
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broadly similar needs. As partners point out, refugee related programming through the
State Department spans the full cycle of a crisis, from emergency response to finding
durable solutions, seeking to meet standards such as those set by Sphere.*®* Funding
through USAID’s Office for Foreign Disaster Assistance for the internally displaced and
other conflict affected populations is far less comprehensive (InterAction, 2009). Lack of
consistent policy guidance has also meant insufficient attention in US humanitarian
programming to important GHD principles such as those supporting disaster risk
reduction and beneficiary participation.

A number of policy documents issued in 2010 have provided clearer high-level
guidance for humanitarian programming across the US government, although they give
few details on how, why and when the different federal bodies will work together. These
documents could however support better delivery mechanisms. The National Security
Strategy promotes working in partnership with the international community, and of the
need to place a greater focus on long-term recovery (White House, 2010b). The
Presidential Policy Directive helpfully outlines the need to balance civilian and military
power to deliver humanitarian assistance, and to increase the focus on sustainability
(White House, 2010c). The Quadrennial Diplomacy and Development Review highlights
humanitarian assistance as a focus area for the State Department and USAID, and sets out
plans to improve the effectiveness of humanitarian aid delivery, including focusing on
evidence-based decisions, learning and innovation, and greater clarity in co-ordination
and leadership on US government policy, advocacy and financing (DoS/USAID, 2010).
In addition, the quadrennial review outlines a division of labour between the State
Department and USAID, with State taking the lead in political and security crises and
conflicts. State and USAID will work with other agencies under a new International
Operational Response Framework for crisis response, “with clear leadership, a unified US
government plan and an integrated operational response”. The two organisations have
also now set up a Humanitarian Policy Working Group to strengthen the international
humanitarian architecture for more effective responses to disaster and complex crises.

A renewed focus on recovery, and some opportunities for improved
humanitarian-development linkages

Holistic cross-government programming to support recovery is a challenge for many
donors, and the US is no exception, although this key area is receiving welcome renewed
focus. Short US humanitarian funding cycles of 6 to 12 months, even in protracted crises,
limit long-term strategic planning and promote expensive relief oriented operations over
often more appropriate capacity building and system strengthening. The quadrennial
review promotes a stronger emphasis on recovery, and outlines plans to expand USAID’s
capacity for the transition from relief to development, although there is no mention of
extending OFDA’s current short-term funding cycles. Plans instead include increasing
USAID’s technical capacities in recovery, boosting numbers of recovery-skilled staff and
making systems and management more flexible. USAID’s Office for Transition
Initiatives — which supports stability, democracy and economic development programmes
and is able to assume a higher level of risk than other programmes — is likely to lead this

33.

The Sphere Project is an initiative to define and uphold the standards with which the global community
responds to the plight of people affected by disasters, principally through a set of guidelines that are set

out in the Humanitarian Charter and Minimum Standards in Disaster Response.

www.sphereproject.org.
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effort. The State Department’s PRM has encouragingly now also indicated its intention to
provide multi-annual funding to NGOs, and released a new strategy that will focus on
strengthening diplomatic, assistance and resettlement efforts in six protracted refugee
situations.

The US approach to recovery and funding transition, however, remains skewed
towards using separate instruments for recovery projects, rather than mainstreaming
recovery principles through all humanitarian programming and strengthening linkages
between US humanitarian and development tools. The exclusion of humanitarian
programming from overall US mission strategies, as noted in Jordan (Annex C), also
hampers stronger linkages and cross-programme synergies with stabilisation and
development instruments. The US’s new country development co-operation strategy tool,
soon to be used for mission-level planning, may be useful if it incorporates humanitarian
programming — but not necessarily humanitarian budgets — into overall US mission plans.
The peer review team encourages systematic joint planning at field level, to promote
closer programmatic linkages and synergies for better aid delivery.

Progress on untying food aid and providing more appropriate food commodities

The US has made encouraging progress in implementing the last peer review’s
recommendation to untie food aid further, and is adapting food aid more to the needs of
emergencies. The US is the largest provider of food aid worldwide, at a cost of almost
USD 620 million. US legislation requires that most US food aid be bought in the US and
shipped on US-registered carriers, inflating the cost of food delivery by up to 65% (GAO,
2009b). The constructive arbitrations between the Departments of Agriculture (which
provides commodity food aid) and State/USAID (who finances local food purchases), and
the resulting Emergency Food Security Programme are encouraging steps towards
untying more food aid. This programme, launched in April 2010, supports local and
regional procurement, cash transfers and food vouchers. Financed by International
Disaster and Famine Assistance funds, it is additional to the tied commodity food aid.
The range of tied aid products is also expanding beyond US sourced food stuffs to
include, for example, more appropriate ready-to-use foods for nutritional programmes,
and pre-positioning food aid in a number of new sites around the world to adapt US food
aid better to emergency settings.

Partnership and funding approaches

A strong and supportive humanitarian partner in the field, with an increasing
global voice

The US is a strong and supportive humanitarian donor, backing up its significant
funding commitments with advocacy and diplomatic support on key issues, especially at
the local level. Between 2006 and 2010 it provided between 55% and 61% of its total
humanitarian aid through multilateral channels, the majority of that amount being
emergency food aid. Both NGO and multilateral agencies consider the US to be a
constructive partner, with good communication, a frank exchange of perspectives, and a
collaborative approach to programme strategy. It is an active participant in the governing
bodies of multilateral organisations, and on donor support groups. OFDA, which passes
the majority of its funding (average of 65%) through NGOs, holds regular consultation
days with US-based NGOs in Washington. Guidelines for funding applications are
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available on the USAID and State Department websites, and USAID in particular says
that it promotes transparent partnerships and open competition. However, partners
complain that its long proposal formats are not suited to emergency responses.
Partnerships are strong in the field too. The peer review team heard in Jordan (Annex C)
that high-level advocacy by the US mission for its partners’ refugee programmes is
showing encouraging results. NGOs particularly appreciate the US’s openness to funding
areas that other donors often shy away from, such as NGO co-ordination, security
mechanisms and indirect costs.

Global humanitarian advocacy efforts by the US are being strengthened. Following
the recommendation of the quadrennial review, the State Department and USAID have
now set up a Humanitarian Policy Working Group to co-ordinate efforts to strengthen
humanitarian architecture, including aspects of humanitarian reform and the ongoing
relationship with the UN Emergency Relief Coordinator. It would also be useful for this
group to reflect on the elimination of funding inconsistencies for partners. Many
multilateral agencies and NGOs receive a mix of earmarked and unearmarked funding
from a number of US humanitarian bodies, with varying conditions, timeframes and
reporting requirements. A closer alignment of the various good practices in partner
funding across the federal bodies would be useful.

A generous but not always predictable donor, taking some steps to widen the
humanitarian donor base

Volume dominance is a significant issue for the world’s largest donor, and the US is
taking steps to temper this risk. Countries like Jordan, where the US provides the majority
of the humanitarian funding, highlight how having one dominant donor can be a risk for
operational agencies, especially if funding is subject to political uncertainty (Annex C).
The US is taking innovative steps to encourage both increased contributions from new
donors and continued direct funding to humanitarian organisations by US citizens. The
UN Relief and Works Agency’s challenge fund, launched in late 2010, was an effort by
the US to draw in additional donors for that organisation, by pledging to match new
contributions to the Agency’s core budget dollar for dollar up to USD 10 million. The US
government also plays a useful role in supporting the public fundraising drives of US
NGOs. For example, it has launched a “cash is best” campaign to educate the US public
on disaster donations in the wake of the Haiti earthquake.** The DAC encourages such
efforts, and their scope should be widened.

Although the US has a good track record in responding to a wide range of
emergencies, overall predictability of humanitarian funding is complicated by reliance on
Congressional supplementary appropriations, used to top up budgets and provide funding
for new crises. In 2008, for example, 42% of total humanitarian funding was provided
through these supplementals (InterAction, 2008). Within the Administration, USAID’s
emergency response capacity is particularly affected, as its disaster assistance office does
not have a contingency drawdown fund for new emergencies. Supplementals can also
have a major impact on that office’s internal capacity, as they make no provision for
overhead costs. For both OFDA and PRM, supplementals create political uncertainty,
negatively affect strategic planning and budgeting, and can lead to delays in providing
funds to partners. Supplementals, by their very nature, provide earmarked funding.

34. For example, see the fifth annual Center for International Disaster Information (CIDI) competition, held
in June 2010 www.usaid.gov/press/frontlines/fl_jun10/p05_students100610.html.
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NGOs, often hurt most by the lack of predictability, are ironically also part of the
problem, as much of the earmarking is a direct result of their own lobbying activities. The
Obama Administration is actively seeking to limit supplementary appropriations and
incorporate humanitarian funding back into base budgets. The DAC encourages these
moves away from reliance on supplemental appropriations.

Does national interest drive funding allocations?

Members of the humanitarian community interviewed for this peer review note a
general perception that political considerations play a major role in the US’s humanitarian
decision making. This perception is mainly due to the lack of transparency in US funding
allocation criteria. The various US federal bodies insist that funding allocations are made
on a neutral basis, regardless of the US’s political association with a particular country in
crisis. It is true that the US funds many of the world’s forgotten crises, and multilateral
partners in particular also report US openness to shifting funding earmarks towards
underfunded emergencies. Internally, USAID’s foreign disaster office has an annual
programme statement that determines how it will operate in each region, including an
indication of likely funding levels for ongoing emergencies. State’s refugee and
migration bureau bases its planning and budgeting decisions on a two year analysis, based
on inputs from its major partners, with all final decisions made in Washington. Making
less sensitive parts of these planning documents available to the public could help dispel
the widely held perception that for the US, national security objectives out-trump the
humanitarian imperative.

Rapid response and the civil-military interface

Rapid, hands-on, effective emergency response

The US takes a hands-on approach to emergency rapid response; partners report that
its sudden onset mechanisms and field teams are effective and impressive. OFDA-led
Disaster Assistance Response Teams (DARTS) can be on the ground within hours or days
of a new disaster, providing first hand input and analysis to back up funding decisions,
and helping to co-ordinate the overall US response. Warranted contracting officers are
often part of the team, speeding up the response team’s ability to issue grants. Partners are
highly appreciative of the US’s responsiveness, which allows them to obtain appropriate
funding early in the disaster response cycle.

The challenges of partnering with the military

The US military also plays a role in humanitarian responses, a role that has at times
been controversial, although there have recently been positive experiences, for example in
post-earthquake Haiti. The GHD principles require that donors affirm the primary
position of civilian organisations in implementing humanitarian action and support the
implementation of related international instruments.*® These instruments stipulate that
military involvement in emergency response should be a last resort, and only where the

35. The 1994 Guidelines on the Use of Military and Civil Defence Assets in Disaster Relief and the 2003
Guidelines on the Use of Military and Civil Defence Assets to Support United Nations Humanitarian
Activities in Complex Emergencies.
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military bring unique capabilities that are lacking amongst the civilian actors. The current
Department of Defense Instruction 3000.05 (DoD, 2009), governing stability operations,
is an improvement on its predecessor and now complies with these requirements. The
instruction mandates Defense to conduct, support and lead stabilization operations,
including the provision of humanitarian assistance, while stating clearly that lead
responsibility should transition to other US or international governmental agencies when
feasible, and instructing staff to collaborate with civilian parties, including US and
foreign governments and non-governmental agencies, and through international civil-
military structures. On the civilian side, USAID’s Civilian-Military Cooperation Policy
outlines USAID’s intentions to work towards a whole-of-government approach in
humanitarian response, but falls short of calling for consistent civilian leadership
(USAID, 2008). These policy instructions provide the US military with a mandate, in
certain exceptional circumstances, for the direct delivery of humanitarian aid, in addition
to its traditional remit of heavy logistics support. This mandate has been used most
visibly in Irag and Afghanistan, including the use of CERP funds (USD 1.7 billion in
2008), but also in Georgia and parts of Africa.

This perceived “militarisation” of aid is of increasing concern to the wider
humanitarian community, including other DAC donors, some of whom are also struggling
with the concept. The humanitarian imperative calls for the delivery of life-saving aid in
the most effective manner, and this may at times justify involving military assets. In the
initial stages of a major disaster, for example, the military’s comparative advantage in
heavy lift capacity or specialist engineering may be the fastest, most effective way of
supporting the civilian delivery of life-saving aid. In other circumstances, however, the
delivery of humanitarian assistance by the military is probably less effective, especially in
terms of value for money.

The return on investment of US military involvement in humanitarian programmes
merits further study. The winding down of the US’ military involvement in Irag and
Afghanistan, and the recent experiences in Haiti, could provide a useful opportunity to
analyse the effectiveness of the various US military’s humanitarian operations, including
the CERP in Iraq and Afghanistan and other foreign disaster relief operations, using clear
value for money criteria. This exercise could also test the humanitarian community’s
assertion that upholding humanitarian principles of neutrality and impartiality maximises
humanitarian space, allowing each dollar to go further for beneficiaries. Lessons from
these studies could be translated into new cross-government guidance on how
humanitarian assistance should, in future, be best delivered by, or supported by, the US
military.

Attitudes towards the involvement of US military in humanitarian operations may
already be changing. Secretary of Defense Gates has called for an increased focus on
civilian response to humanitarian needs, and the peer review team was repeatedly told
that Defense recognises the need for the US military involvement to focus on enabling
and supporting civilian humanitarian efforts. These efforts to implement a coherent and
meaningful partnership between civilian and military actors, guided by humanitarian
principles, best practices and value for money, will require continued attention.

Compliance with counterterrorism measures

The humanitarian community remains concerned about compliance with the 2001
Patriot Act, which prohibits material support to terrorists. In June 2010 the US Supreme
Court upheld a provision of this act, confirming that it continues to be a federal crime to
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knowingly provide material support to a designated foreign terrorist organisation.* The
far-reaching terms and extraterritorial applicability of this law continue to have a chilling
effect on the humanitarian community, as humanitarian staff could potentially face up to
15 years in prison for any violation, which may include, partners believe, providing
training in the Geneva Conventions to a foreign terrorist organisation, or providing
assistance to a refugee who has paid a ransom to terrorists. The State Department and
USAID have continued to refine related due diligence procedures, including, in areas
where agencies judge that there is a substantial risk of humanitarian aid being diverted to
terrorists, imposing the requirement to disclose personal information about each grantee’s
employees, trustees and partners to ensure that there are no links to terrorist organisations.
USAID tools include the Partner Vetting System, which, in pilot testing, has had a
significant impact on the administrative burden of some partners, especially those with
high employee levels and working in sensitive areas, including Gaza. In Afghanistan and
Irag, the cross-government Synchronised Pre-Deployment and Operational Tracker
database is used to coordinate contracting and assistance activities. Humanitarian
organisations believe that this tracker database may jeopordise their local employees’
safety and therefore the overall impact of their programmes. It is clear that the measures
contained in the law, if ever enforced to the extent envisaged by the Supreme Court, have
the potential to affect the access, security and scope of humanitarian operations, by
reducing the pool of humanitarian actors willing to partner with the US. The US is
encouraged to engage in outreach with the humanitarian community on these sensitive
issues to find workable solutions and compromises that are consistent with the shared
humanitarian imperative.

Learning and accountability

Making learning more systematic

The US’s strengthened focus on evidence, learning and innovation is timely, given
the current political environment. The quadrennial review has outlined plans to establish a
knowledge and learning centre and to improve training, guidance manuals and
operational tools. This work will build on existing initiatives such as the best practice
studies of OFDA’s Technical Assistance Group, ongoing work with research institutions,
and the documentation of partner innovations (Box 13).

Improved tools for measuring how effective government and partner responses are,
and for demonstrating accountability to the taxpayer, are also planned — an important step
if the Administration is to convince Congress of the continued utility of its humanitarian
funding. Formal programme evaluations, both thematic and crisis-specific, are regularly
undertaken, and USAID’s disaster assistance office now tracks progress on any
recommendations made. Partners generally agree that their reporting burden is
appropriate given the volume of funding received from the US, although it is unclear how
the US is learning from the mass of partner reporting or aggregating the results reported
by partners to understand overall programme impact. Partners also uniformly note that
OFDA could learn from the State Department’s accountability and reporting system,
widely considered more appropriate and less cumbersome.

36. Holder vs. Humanitarian Law Project based on statute 18 USC 2339 (the “Material Support Statute”).
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Box 13. Innovative approaches in an urban refugee context —
lessons from Jordan

PRM’s flexible funding and strong strategic relationships with its partners in Jordan have
allowed for the development of a number of innovative approaches to this diffuse and urban
refugee context. These lessons are particularly pertinent given the greater likelihood of
humanitarian crises in an increasingly urbanised world.

UNHCR has documented its innovations, including the following approaches:

e  Maintaining accurate data on active refugees through stronger systems; producing
precise statistics on assistance through a new Refugee Assistance Information System
(RAIS); and planning, projecting and boosting efficiency through sophisticated data
analysis.

e Meeting basic needs through ATM cash assistance, expanding the access of refugees
to UNHCR through a call centre, and communicating instantaneously with refugees
using SMS communications.

e  Providing solutions and shoring up protection space; reaching a scattered population
through systematic outreach and home visits; targeting older people, the disabled and
survivors of trauma and torture; and treating people with cancer and other potent
diseases.

e  Providing a durable status for refugee women married to Jordanians; combating
gender violence through strong partnerships with national authorities; forging a
national protection culture through extensive training; and fostering sympathy and
respect among host populations through cultural events

International Medical Corps (IMC) has also documented a number of lessons learnt in this
context:

e Qutreach efforts must complement organised activities. Information dissemination
among urban refugees is much more difficult than among camp-based refugees.

e Programming must strike a careful balance between host and refugee populations in
order to avoid creating or exacerbating tensions that may exist between the two
groups.

e A common language for defining and addressing comprehensive needs of urban
refugees should be developed.

e Given the challenges facing the refugee community in finding, accessing, and
manoeuvring between service providers in urban areas, it is important that services are
as integrated as possible, and that effective referral mechanisms, with proper tracking
procedures, are in place when integration is not possible.

e Promoting social networks is important for addressing isolation and loneliness, which
IMC has come to recognise as a major concern among urban refugees.

Sources: adapted from UNHCR (2011); and Skopec et al., 2010.

Managing aid delivery

A humanitarian system highly dependent on the quality of its people

The overall impact of the US humanitarian system relies heavily on the quality of its
staff. USAID and State Department staff, in both Washington and the field, are widely
praised for being well trained, effective and fully engaged in supporting humanitarian
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partners and programming. Many of them are personal service contractors, which
encourages mobility and flexibility in the workforce, although there will likely be some
conversion of contractors to regular contracts as OFDA’s planned staff up-scaling begins.
PRM supports its staff through innovative training methods, such as embedding partner
agency personnel in its training programmes, and training locally-engaged staff in
Washington, where they can meet their regular work contacts face-to-face. Other donors
could learn valuable lessons from PRM’s good practices in training, and the US is
encouraged to share this information with them. Staff could be further empowered and
even more effective if key delivery challenges — as outlined in this chapter — could be
ironed out.

Future considerations
The US Administration should:

e Seize the opportunity provided by the presidential directive and quadrennial
review to develop a more holistic approach to US humanitarian programming.
This will mean:

— Implementing a systematic approach to supporting recovery and disaster risk
reduction throughout the programming cycle.

— Adopting special approaches for protracted crises (e.g. limiting earmarking
and extending grant cycles).

— Supporting more effective cross-government co-ordination, especially by
including humanitarian programming objectives and activities in the new
country development co-operation strategy process.

e Reinforce the potential position of the US as a leader in knowledge about
humanitarian assistance by ensuring that the evidence and lessons from partner
reporting are used to direct future programming.

e Engage in stronger outreach with the humanitarian community on civil-military
partnerships and counterterrorism measures. Aim to find the most effective means
of humanitarian aid delivery for each context — practical and principled solutions
that deliver maximum value for money.
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Annex A

Progress since the 2006 DAC Peer Review recommendations

Key issues

Recommendations 2006

Progress since 2006

Strategic
orientations

DAC commends the US for raising
development to a high priority within
the 3D foreign policy approach.
Development needs to be accorded
the same status as diplomacy and
defence and the key importance of
poverty reduction within this mandate
should be more explicitly recognised.

Partially implemented.

The Presidential Policy Directive on Global Development
commits the US to elevating development as a core pillar of
American power and the quadrennial review charts a course
for development, diplomacy and defence to mutually
reinforce one another.

The FAF has the potential to become
an instrument for furthering
coherence. To realise this, its scope
should be broadened over time to
include all government development
co-operation actors. The framework
also has the potential to be an
effective tool for sharing with
Congress and other stakeholders the
US approach in achieving results in
different country contexts and to build
in good practice on international aid
effectiveness.

Partially implemented.

The “F” process and related Foreign Assistance Framework
succeeded in promoting a stronger collaboration between
the State Department and USAID and allowed a greater
degree of rationality in strategic programming. However, it
did not succeed in bringing in other US government
agencies and in engaging further with Congress. On the
programming side, the FAF implied a top-down, output-
oriented approach, limiting the scope for the US to align with
country strategies and to promote longer-term development.

The United States needs to improve
public awareness of its development
co-operation. It should develop a
strategy for better targeted and
accurate information to the public,
while seeking alliances with other
public, private and civil society
organisations.

Partially implemented.

The US is strengthening its efforts to raise public awareness
and communicate better on its action. However, it does not
have a comprehensive communication strategy with
targeted approaches adapted to each audience.

Development

The government is encouraged to

Partially implemented.

beyond aid develop a more explicit policy onthe | The Us does not have a strategy for ensuring that its
role of policy coherence for _ policies support or at least do not undermine development
development. It also needs to put in efforts of partner countries. However the presidential policy
place the resources needed to carry directive does call for assessing the “development impact” of
out analysis and effectively manage policy changes affecting developing countries.
the policy coherence agenda,
drawing, for example, on the
resources of think tanks, academia
and civil society.
Aid volume, | The DAC applauds the major increase | Partially implemented.
channels and | in American ODA volume and its The US has further increased its official development
allocations efforts with the international

community to reduce the debt burden
of poor countries. The US should
work towards a longer term ODA plan
that can permit greater aid
predictability and a more strategic
allocation of funds across instruments
and countries.

assistance. Funds still are not allocated in a predictable and
strategic manner. However, the new policies — in particular
the presidential policy directive — and plans to improve the
relationship between Administration and Congress, are now
an opportunity to make allocations more strategic.
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Key issues

Recommendations 2006

Progress since 2006

The escalating distribution of aid to
crisis countries and to address
emergencies reflects current US policy
priorities. The government needs to find
a balance between the use of aid in
these countries and those where long
term and significantly increased
development efforts are required.

Partially implemented.

Fragile and conflict-affected states have remained a priority
for the US, and it spends about half of its assistance there.
The new emphasis on civilian leadership in these contexts,
including the shift of some funding previously attributed to the
Defence budget over to the Foreign Operations budget, is a
positive step towards ensuring continuity between short-term,
humanitarian aid and longer-term development co-operation.

US Government funding of the
multilateral system has fluctuated and
the multilateral share of ODA has
declined in recent years. The DAC
encourages the government to play a
stronger financing role in the
multilateral system. This could
usefully be supported by a more
consistent performance framework to
inform multilateral allocations.

Implemented.

In a significant shift, the Obama Administration has
embraced multilateralism. This is a very positive move, as
the US has a wealth of expertise and resources to share
with multilateral institutions and plays an important role on
their governing boards. Its role in reforming the multilateral
system has been constructive. In particular, the US decision
to strengthen the audit and evaluation functions of
multilateral agencies, and rely more on them rather than
creating its own performance framework, is positive.

Organisation
and

As its structures and operating
procedures evolve, it is desirable that

Partially implemented.
The Office of the Director of Foreign Assistance has helped

management ;he Office oLthe Dlreﬁtor of Foreign to align strategic programming, budgeting and reporting for
sfsstanci eﬁomet_ e;trat;aglc USAID and the State Department. However, its role did not
reference for the entire development | gytand peyond these two entities. Its role is now being
co-operation system over time. revised in the context of the quadrennial review.
As the government seeks to accord a | Partially implemented.
greater_ rol_e in devkelopt:negt and Interagency policy committees ensure policy co-ordination
;’Qaf”'ta”a'? Wt?r Itgt e Department | honveen State Department, Defense and USAID. Common

OI e _enseh, It shou _per|§|st |nf tools and sector guidelines have been developed and have
¢ arlfyl_ng tle respec_ttl)\_/lt_a |r;)es 0 improved policy making and co-ordination in the field. While
oplt_aratlonad r(;espoln5| llity between the US Administration plans to strengthen whole-of-
military and development institutions | .y ernment approaches, it is undertaking reforms to
to ensure that aid ef_fortg are optimally strengthen civilian capacity to achieve sustainable
co-ordinated and primarily focused on development and stability
development outcomes. '
Consideration should be given to Implemented.
¥V|delyhapply|ng the Iesfs;)ns,vlﬁﬁrne_d Good practice by MCC has been incorporated into other
rom the experience o the Millennium | g programmes like PEPFAR and Feed the Future.
Challenge Corporation.

Aid The current US objective of improved | Implemented.

effectiveness | aid effectiveness should be &?upported The current Administration has embraced the international

and results by further government attention to the

Paris Declaration agenda, including
actions on ownership, untying and
collaborative strengthening of local
systems and tracking of results. The
new Office of the Director of Foreign
Assistance should brief Congress on
the Principles of the Paris Declaration
on Aid Effectiveness and their

implications for US foreign assistance.

aid effectiveness agenda; many key documents now
explicitly refer to it. The US has also modified some of its
operational procedures in line with the Paris Declaration,
with the intention to letting partner countries have more
influence over co-operation programmes, using their country
channels more, and opening up procurement to firms based
in partner countries. The Administration has continued its
regular briefings to Congress.

Building on the Paris Declaration for
Aid Effectiveness, US agencies are
encouraged to increase dialogue with
other donors to achieve shared
results and joint learning.

Partially implemented.

Although the US shares information with other donors,
harmonising its development co-operation with other donors
remains a challenge. US agencies contribute to coordination
in specific sectors in partner countries and could extend
these efforts to fully carry out this recommendation.
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Key issues

Recommendations 2006

Progress since 2006

Bringing the Department of State and
USAID into one results based
management approach will be a
useful first step toward consolidating
and streamlining the current system in
ways which both reduce transaction
costs and enhance coherence within
the US Government. Clear
identification of priority development
objectives and specific assignment of
roles among institutions will also
facilitate this action.

Partially implemented.

Reporting systems introduced under the F Process focus
mostly on outputs and are yet to measure the impact of

US development co-operation. USAID and the State
Department are now setting up monitoring systems that
provide more information about the actual changes that their
programmes bring about. Some initiatives, including the re-
authorised PEPFAR, now set greater store on results.

Humanitarian
assistance
(Good
Humanitarian
Donorship)

The Department of State and USAID
should jointly develop and
disseminate an overarching strategic
plan (2007 2012) to guide US
humanitarian work. This would
provide a framework for increasing
the coherence of different US agency
approaches as well as informing US
efforts internationally to improve the
effectiveness of humanitarian action.

Partially implemented.

A section on humanitarian assistance was included as part
of the 2007-2012 Department of State/USAID Joint Strategic
Plan, although this has not yet led to coherent approaches
by the two agencies. This is especially evident in continuing
inconsistencies in US responses to refugee versus
internally-displaced populations, despite their broadly similar
needs.

Continued reform of the emergency
food aid regime should remain a
priority.

Implemented.

USAID’s Office of Food for Peace has undertaken a series
of initiatives to improve the timeliness and appropriateness
of emergency food assistance. These initiatives include the
Food Assistance Outlook Briefing — which provides warning
of food assistance needs six months in the future; increasing
the number of sites in which U.S. food aid is prepositioned
abroad; the Emergency Food Security Program,which
supports local and regional procurement, cash transfers,
and food vouchers; emergency bars that can be quickly
distributed to displaced populations, and ready-to-use foods
developed for supplementary and therapeutic feeding
programs. Also, USAID is working with the Tufts University
School of Nutrition and other experts to develop the next
generation of food aid commaodities.

Links between the government
humanitarian and development
dimensions should be strengthened in
accordance with humanitarian
principles. Increased support for basic
services in fragile states through non
humanitarian aid instruments should
be encouraged, as should investment
in longer term safety nets to address
acute poverty.

Partially implemented.

The quadrennial review outlines plans to expand USAID’s
capacity for the transition from relief to development,
although there is no mention of extending the current short-
term funding cycles at OFDA. Plans instead include
increasing USAID'’s technical capacities in recovery,
boosting numbers of recovery-skilled staff and making
systems and management more flexible. PRM has indicated
its intention to provide multi-annual funding to NGOs, which
will support longer-term approaches and enable the
mainstreaming of recovery concepts.

The exclusion of humanitarian programming from overall US
mission strategies continues to hamper stronger linkages
and cross-programme synergies with stabilisation and
development instruments.
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Annex B
OECD/DAC standard suite of tables

Table B.1. Total financial flows

USD million at current prices and exchange rates

Net disbursements

United States 199599 2000-2004 2005 2006 2007 2008 2009
Total official flows 9969 14526 26887 19515 20155 25742 29820
Official development assistance 8311 14140 17035 23531 21787 26842 28831
EBilateral 6 061 11433 2 21162 18901 23839 25174
Multilateral 2249 2706 3 2370 285 2082 3658
Other official flows 1658 3as7 -1048 4017 -1632 -1100 088
Bilateral 1638 387 -1048 4017 -1432 -1 100 %8s

Nultilateral - - - - - - -
Net Private Grants 2883 5495 8629 9037 12161 17122 16288
Private flows at market terms 41401 11 663 78010 62345 97545 28781 69168
EBilateral: ich 43 683 124355 TG4 39189 105282 36 008
Direct investment 24407 18053 15770 36624 43591 28273
Export credits 1287 979 - 100 -1 097 - 103 310
Nultilateral -1284 -772 1366 3156 -7 737 13 160
Total flows 55223 31685 1133526 90897 129842 115278

\for reference:
16 453 0304 24723 22252 26842 25469
013 023 015  0ls 018 02]
a.3g 092 0.69 093 i 052
g g 7 7 7 8

a. To countries eligible for ODA,

ODA net disbursements
At constant 2008 prices and exchange rates and as a share of GNI

Total ODA
(right scale)

ODAas % of GNI
{left scale)

sl 0.
/\/ﬁ/li/tn f/-ﬁ,h | 10000

ODA (USD million)

——T—e |- i
= - - F) I P S

" Multilateral ODA

1995 1995 97 98 99 100 001 02 03 04 0z 06 07 08 09
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Table B.2. ODA by main categories

Disbursements
United States Constant 2008 USD million Per cent share of gross dishursements
Total DAC
2005 2006 2007 2008 2009| 2005 2006 2007 2008 2009 2009%%
Gross Bilateral ODA 28626 232721 201218 24827 25665 92 90 87 89 88 73
Grants 28570 23118 20150 24825 25665 92 90 g7 89 38 61
Project and programme aid 8263 5890 13965 16800 17394 26 23 60 61 6008 23
Technical co-operation %330 9747 748 722 537 31 38 3 3 3 13
Developmental food aid 718 781 383 332 611 2 3 3 2 2 1
Humanitarian aid 3680 3175 3058 4381 4331 12 12 13 16 15 6
Action relating to debt 4352 1791 119 393 233 13 7 1 1 1 A
Administrative costs 1176 1139 1148 1276 1337 4 1 3 3 3 4
Other grants 640 587 519 609 192 2 2 2 2 3
Non-grant bilateral 0DA 47 154 65 3 - a 1 a a - 12
New development lending - - - - - - - - - - g
Debtreschaduling 23 107 64 3 - 0 0 0 0 - 2
Acquisition of equity and other 22 47 4 - - 0 0 0 - - 1
Gross Multilateral ODA 2563 1501 2957 20991 3421 8 10 13 11 12 27
UN agenicies 179 669 679 692 833 2 3 3 2 3 3
EU institutions - - - - - - - - - - 10
World Bank group 215 282 1121 848 11M4 3 3 3 3 4 3
Regional development banks (a) 238 253 242 241 279 1 1 1 1 1 A
Other multilateral 631 709 o916 1210 1314 2 3 4 4 4 4
Total gross ODA 31189 25773 23175 217819 29186) 100 100 100 100 100 100
Repavments and debt cancellation -88% 1050 -913 977 817 ibuti i
Total net ODA 30304 24723 22252 26842 28469 Contributionsto UN Agencies
(2008-09 Average)
For reference:
Associated financing (5) WHO-
’ : assessed
Nat debt reliaf 4449 1772 106 218 173 113
Imputed student cost UMICEE
Refugsss in donor couwntriss 370 513 461 3335 = 18%
a. Excluding EBED. Other UN
h. DDA grants and loans in associated financing packages. 43%
FAC
ODA flows to multilateral agencies, 2009 7%
g UND
2 UNDP a2
OUnited States  @DAC 13% -
é . T Contributions to Regional Development
n = Banks (2008-09 Average)
g
= Other
2 || e e Banks
= 10 1 3%
S
E ATE
-
E P Group
s 55
§ 5 AsDB S
= Group
:] al I i j
R EU Waorld Regional Other
Bgencies institutions  Bank group  dev.banks  multilateral
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Table B.3. Bilateral ODA allocable by region and income group

Gross disbursements

United States Constant 2008 USD million Per cent share Total DAC
2005 2006 2007 2008 2009 2005 2006 2007 2008 2009 200909
Africa il 6 502 3402 7638 7807 21 34 34 38 39 42
Sub-Saharan Africa 4 408 6022 4671 6873 7418 1% il 29 33 36 k]
MNorth Africa 673 480 732 763 179 3 2 3 4 2 4
Asia 3613 3743 3827 5040 3716 13 1% 24 26 28 A3
South and Central Asia 2837 3049 3093 41246 4801 12 16 19 21 4 18
FarEast 738 688 728 848 736 3 4 3 4 4 14
America 1982 2302 1677 2003 2131 8 12 10 10 10 10
Morth and Central America g4l 260 793 882 024 3 3 3 3 4
South America 1034 1359 202 1033 1026 4 7 3 3 3 5
Middle East 12 950 3836 4383 4198 3810 33 30 29 22 19 8
Oceania 173 196 173 138 213 1 1 1 1 1 2
Europe 126 780 132 430 381 3 4 3 2 3 5
Total bilateral allocable by region 24627 19361 16107 19497 20348 100 100 100 100 100 100
Least developed 3167 3746 4041 7249 7993 by 32 33 40 42 k1]
Other low-income g5d 1985 1438 1913 2 404 4 11 10 11 13 146
Lower middle-income 16 140 2334 7617 7302 7320 70 32 il 12 38 kL
Upper middle-income 796 208 836 1381 1333 3 b 6 8 7 L
More advanced developing countries 0 1 0 - 0 0 0 - - -
Total bilateral allocable by income 23066 17997 14902 18048 19053 100 100 100 100 100 100
28 626 23272 20218 24 828 23 663 100 0o 0o 100 100 100
3999 9] 411] EEN) 5317 14 7 20 21 21 22
3339 3273 5318 4 780 G4l ig 23 28 27 2a 29
Bother WOther
-EUIDP_E' Allocable gross bilateral ODA flows O Lower middle-income Allocable gross bilateral ODA flows
Damerica by regi O Other low-income by income group
) gion
Dasiz O Lezst developed
Dafrica
= ; """
E'_"'l'l'l # %
= I -
= ] H] o]
& — — ol . g /\-“‘/
5000 —f— 1 240 |
J'.Q?' 98 99 2000 C'I'_ Z'IZ C'IE Z'I-l 05 06 07 08 09 L'.99_ 98 99 2000 Q1 C'I: :'IE C'I-I 05 06 07 0B 09

1. Each region includes regional amounts which cannot be allocated by sub-region. The sum of the sub-regional amounts may therefore fall short of th
regional total.
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Table B.4. Main recipients of bilateral ODA

Gross disbursements

United Srates 1998-2002 average Memo: 2003-07 average Memo: 2008-09 average Memo:
DAC DAC DAC

Current Constant  Percent countries’ Current Constant Per cent  countries’ Current Constant Per cent countries’

USD million 2008 USDmln  share average % USD million 2008 USDmln  share average % USD million 2008 USD mln  share average %
Egvpt 868 1060 10 Irag 24 Afchanistan 2348 0
Pakistan 233 280 3 Afzhanistan 3 Irag 2544 10
Colombia 211 2 Ezvpt 3 Sudan %01 4
Tordan 180 2 Sudan 3 Ethiopia 769 3
Serbia 1mn 2 Conzo, Dem. Rep. 3 Palestinian Adm. Areas 667 3

Top 5 recipients 1673 19 25 Top 5 recipients 38 32 Top 5 recipients 7431 29 18
Indonesia 164 2 Colombia 3 Colombia 641 3
Pem 138 2 Pakistan 2 Egvpt 348 2
Bosnia-Herzegovina 148 2 Ethiopia 2 Eenya 32 2
India 138 2 Jordan 2 Pakistan 480 2
Bolivia 119 1 Nigetia 1 South Africa 448 2

Top 10 recipients 2380 28 40 Top 10 recipients 49 46 Top 10 recipients 10078 10011 40 9
Honduras 109 132 1 Usganda 232 250 1 Jordan 2
Ethiopia 102 124 1 Palestinian Adm. Areas 213 232 1 Uszanda 1
MMozambique 102 123 1 Indonesia 212 228 1 Nigeria 1
Micronesia, Fed. States o4 114 1 Kenva 203 217 1 Georgia 342 340 1
South Africa 20 110 1 Pemn 182 207 1 Haiti 200 288 1

Top 15 recipients 1885 3508 33 50 Top 15 recipients 10973 54 53 Top 15 recipients 11824 11 746 47 48
Philippines %0 109 1 Bolivia 173 1 Liberia 268 267 1
Bangladesh 39 108 1 Zambia 172 1 Tanzania 263 4 1
Palestinian Adm. Areas 39 108 1 India 1m 1 Indonesia 5 1
Haiti 34 102 1 Serbia 166 1 Mozambique 1
Afghanistan 82 87 1 Haiti 144 1 Zimbabwe 1

Top 20 recipients 3317 4033 38 58 Top 20 recipients 11 801 58 59 Top 20 recipients 13091 52 55
Total (141 recipients) 5468 6642 63 Total (145 recipients) 15542 76 Total (143 recipients) 18672 73

Unallocated ER e 3927 37 22 Unallocated 4870 24 24 Unallocated 6738 6§ 696 27 29

Toral hilateral gross 8680 10569 100 100 Total hilateral gross 20412 22090 100 100 Toral hilateral gross 25410 15246 100 100
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Table B.5. Bilateral ODA by major purposes

at current prices and exchange rates
Commitments - Two-vear averages

TUnited States 1998-2002 average 2003-07 average 2008-09 average 2008-08
2008 USD 2008 USD 2008 USD Total DAC
- Per cent - Per cent - Per cent

million million million per cent
Social infrastructure & services 41653 a9 112 43 16 063 53 41
Education 318 3 601 2 1128 4 9
of which: basic education i 2 42 2 106 2 2
Health 331 4 1148 4 1161 4
of which: basic health 43 1 1033 4 1093 4 3
Population & reproductive health 043 8 2706 10 3 863 19 7
Water supply & sanitation 261 2 721 3 631 2 ]
Government & civil society 1071 g 4314 16 3173 17 12
gfwhich: Conflict. peace & security - - 734 3 387 3 3
COther social infrastmicture & services 1509 13 1891 7 2087 7 4
Economic infrastructure & services 1026 9 009 11 A 564 12 16
Transport & storage 14 0 319 3 13351 h] 3
Communications 20 0 117 0 21 0 0
Energy 169 1 1387 3 1138 4 4
Banking & financial services 39 0 141 1 362 1 3
Business & other services 783 7 336 2 471 2 1
Production sectors 609 5 1587 ] 1 368 i 7
Agriculure, forestry & fishing 410 3 701 3 1338 3 3
Industry, mining & construction 34 0 684 3 127 0 1
Trade & tourism 143 1 202 1 203 1 1
Multisector 980 8 1840 7 1117 4 7
Commodity and programme aid 1713 14 1636 ] 980 3 5
Action relaring to debe 227 2 1303 7 198 1 ]
Humantarian aid 1413 12 3196 12 4545 15 8
Administrative costs of donors 887 7 1184 5 1574 5 5
Aid to NGOs (core support) - - - ] 0 1
Refugees in donor countries 381 3 438 2 611 2 3
Total bilateral allocable 11889 100 26275 100 0520 100 100

For reference:

Total bilateral FRECEE) 7 26 277 91 30327 Q0 73
ofwhich: Un 43 [ 2 [ 7 @ i
Total multilateral EELY 22 2752 9 33 i0 23
Total ODA 15295 100 29028 100 33 848 100 100

Allacable bilateral ODA by major purposes, 2008-09

%
s e N ==
Economic infrastructure & services
Production sectors ; 5? O United States
Multisector 2
= @ Total DAC
- - 3
Commodity and programme aid 5
- - 1
Action relating to debt 6
Humanitarian aid F =
7
Oth ]
=1
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Table B.6. Comparative aid performance

Net disbursements

Official development assistance Grant element Share of ODA to LDCs

of ODA multilateral aid Bilateral and through

2003-04 to 08-09 (commitments) multilateral agencies

2009 Average annual 2009 2009 2009
%o change in %o of ODA o of GNI

USD million %% of GNI real terms %o (a) (b) () (b) (c) | %0 of ODA %0 of GNI
Australia 2762 0.29 8.4 99.0 16.3 0.05 264 0.08
Austria 1142 0.30 13.1 100.0 336 10% 017 005 304 0.0%
Belgium 2610 0.55 24 99.8 383 183 022 009 36.7 0.20
Canada 4 000 0.30 6.5 100.0 215 0.07 370 0.11
Denmark 2810 0.88 21 100.0 322 251 0.28 0 021 351 0.34
Finland 12%0 0.54 8.0 93.9 387 224 021 010 345 0.18
France 12 600 0.47 2.4 55.8 443 176 021 007 26.0 0.12
Germany 12079 0.35 1.0 933 41.2 5.1 0.15 0.00 251 0.10
Greece 607 0.1% 6.0 100.0 511 21,6 010 003 19.2 0.04
Ireland 1006 0.54 10.8 100.0 311 153 017 011 0.8 0.28
Ttaly 3297 016 4.4 95.0 7135 269 012 0.06 345 0.05
Japan 9 469 0.18 -0.3 86.5 36.6 0.07 322 0.06
Korea 516 0.10 14.1 933 8.8 0.03 30.8 0.03
Luxembourg 415 1.04 6.0 100.0 338 243 037 024 368 0.3%
Netherlands G426 0.82 4.7 100.0 233 166 021 0.3 253 0.21
New Zealand 309 0.28 1.3 100.0 26.9 0.07 335 0.0%
Norwav 4 086 1.06 4.5 100.0 225 0.24 308 0.33
Pormgal 513 0.23 -85 543 46.1 138 011 0.04 41.2 0.10
Spain 6 384 0.46 16.9 S6.4 321 15.0 015 007 259 0.12
Sweden 4 548 1.12 8.8 93.9 338 258 038 025 307 0.34
Switzerland 2310 045 37 100.0 242 0.11 302 0.14
United Kingdom 11451 0.52 8.3 100.0 334 186 017 008 341 0.18
United States 28 831 0.21 6.2 100.0 12.69 0.03 326 0.07
Total DAC 120 000 0.31 5.8 96.3 30.3 0.09 31.1 0.10

Miema: Average country effort 043

Nates:

a. Excluding debt reorganisation.
b. Including EU institutions.
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Figure B.1. Net ODA from DAC countries in 2009

Percent of GNI
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Annex C
Partner country visits to Ghana and Jordan

The peer review team, made up of four examiners from Denmark and the European
Union (EU) and members of the DAC Secretariat visited Ghana in November 2010 and
Jordan in January 2011. The team met US development co-operation staff, officials from
partner country governments — including ministries of finance, line ministries and local
councils — other bilateral donors and multilaterals, as well as representatives from both
US and partner country civil society organisations.

Country context

Ghana and Jordan are both stable, democratic countries in volatile regions. Both have
strong governance indicators and low levels of corruption.*” Beyond this, however, their
development contexts are fundamentally different. Ghana is characterised by “low human
development” and a low-income economy, but is striving to reach middle income status
by 2015. It is the first African country to achieve the Millennium Development Goal
(MDG) on poverty.®® Jordan, on the other hand, is characterised by “high human
development” and is already a lower-middle-income country.®* Jordan is largely on
course for achieving its MDGs; its main challenges lie in the areas of gender equality and
the environment. However, it hosts a significant number of Palestinian and Iraqi refugees
and its population growth is among the fastest in the world — a worry given its limited
natural resources.

Development assistance is a diminishing component of the economy in both
countries. In Ghana, foreign direct investment and domestic taxation are playing an
increasing role in its journey to becoming a middle-income country. The share of aid in
gross national income (GNI) fell from 12% in 2000 to 10% (USD 1.6 billion) in 2009.
Nonetheless, Ghana continues to be widely viewed as a donor darling, with over 23
bilateral*® and 24 multilateral donors active in the country. In Jordan, too, the level of aid
is decreasing, and the nature of co-operation changing. Net ODA fell from making up 6%
of its economy in 2000 to 3% in 2009 (USD 0.76 billion). There are nevertheless
approximately 14 bilateral and 9 multilateral donors still present in the country.**

Both the Ghanaian and Jordanian governments have firmly taken the lead in
designing their development policies, and have clear structures in place to co-ordinate aid
(Boxes C.1 and C.2). The Ghana Aid Policy and Strategy (2011-2015) sets out the
mechanisms and institutional arrangements through which government expects donors to

37. On the World Bank’s World Governance Indicators they fall within the 50th-75th percentile, above most
developing countries. Transparency International’s 2010 Corruption Perception Index ranks Ghana 62nd
and Jordan 50th.

38. Ghana halved extreme poverty between 1991/2 and 2005/6 from over 36% to 18%.

39. Ghana ranks 130th and Jordan 82nd on the Human Development Index.

40. This does not include the many other active donors who do not report to the DAC.

41. According to the website of the Aid Information Management System (AIMS) run by Jordan’s Ministry

of Planning and International Co-operation, www.mopic-jaims.gov.jo/, accessed 14/02/2011 (see
Box C.1).
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support the Ghana Shared Growth and Development Agenda (a growth and poverty
reduction plan) in line with the principles of the Paris Declaration and Accra Agenda for
Action. The National Development Planning Commission oversees development planning
processes, while the responsibility for managing, co-ordinating and mobilising aid rests
with the Ministry of Finance and Economic Planning. Jordan also offers a clear
framework to partners with its Executive Development Program (2011-2013). This fully-
costed workplan aims to increase economic growth and welfare by reducing poverty and
creating jobs. Aid co-ordination is in the hands of the Ministry of Planning and
International Cooperation.

Key features of US development co-operation in Ghana and Jordan

The US has provided significant, generous and long-term assistance to both Jordan
and Ghana. It has been active in Jordan since 1952 and in Ghana since 1957. It is the
largest bilateral donor in Jordan, and Jordan is a key US ally in the Middle East, with its
1994 peace agreement with Israel and its support for the “war on terror”. It is a free trade
partner and receives military assistance (USD 300 million in 2009). Accordingly, its aid
package grew in 2003, the first year of the Irag war, and has remained high ever since. In
Ghana, the US is the second-largest bilateral donor (after the United Kingdom) with a
programme of USD 168 million. Here, too, economic and military co-operation
complement this relationship, helped by the fact that Ghana benefits from political
stability and an educated, English-speaking workforce.

Both country programmes are representative of US efforts in lower-middle-income
developing countries. US development assistance helps Ghana to strengthen local
governance and civic participation and to improve basic health care, education and food
security. In Jordan, the largest share of US development co-operation is devoted to budget
support tied to certain conditions. These concern Jordan’s national reform efforts and
some elements outside the national agenda (Box C.1).

Figure C.1. US ODA to Ghana and Jordan
Net disbursements USD, 2005-2009
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Source: US Annual Submission to the OECD/DAC via USAID Foreign Assistance Database (FADB).
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Official development assistance to Ghana and Jordan

In 2009, Jordan received USD 395 million from the US, making it the 7th largest
recipient of US aid. Ghana ranked 31st of all US missions in size of ODA, where the US
programme was USD 168 million in total. USAID has provided steady support to both
partners, but aid from other agencies has fluctuated, and varies greatly between the two
countries (Figure C.1). In Ghana, USAID funds are outmatched by funding from the
MCC; in Jordan, MCC is expected to gain in weight over the coming years, following a
compact signed in 2010 (see Box 6, Chapter 4). USAID spending in Jordan by far
exceeds budgeted amounts, because Congress has — since the Irag war — topped up
funding with a supplemental attribution every year. This supplemental has varied between
USD 700 million (2003) and 50 million (2006) and has been absorbed by existing USAID
programmes in Jordan. A large proportion of the supplement (currently 30%) and 45% of
budgeted USAID funding are transferred directly to Jordan’s budget in the form of
conditional “cash transfers” — in other words, as budget support.

Organisation and management

Many different US agencies are involved in delivering aid in these two countries: 11
in Jordan and 12 in Ghana. Although there is a mission-strategic resource plan (MRSP)
for every mission, its vision only reflects programmes funded through the international
affairs budget (including USAID, State, and MCC). There is no single strategy that drives
all US activities in a mission; instead, several strategy documents exist alongside each
other, without being part of an overarching framework. In Ghana, USAID is following an
extension to the Strategy Statement 2006 to 2010, extended to 2013. In Jordan, USAID
has a five-year country strategy (2010 to 2014), but the programme for Palestinian and
Iragi refugees, financed by the State Department, is not part of it. MCC implements its
compact in parallel through separate yearly plans, and the Presidential Initiatives finance
activities derived from their Washington-driven strategies. The fact that most US staff are
based in the same premises helps to improve dialogue and co-ordination among them.
Nonetheless, the lack of a common strategy limits the potential for synergies, and
hampers links between humanitarian and development programmes. It also creates a
complex array of requirements for reporting to headquarters, which could potentially be
simplified to allow the mission more time to focus on carrying out its programme. US co-
operation activities in both missions would benefit from a single country strategy, as
proposed by the Presidential Policy Directive (Chapter 1), which would take account of
all government agencies’ activities, their complementarities and synergies.

Both countries have qualified for an MCC compact on the basis of their governance
performance. In contexts where grants are increasingly giving way to investment, and
where aid to social infrastructure and health sectors is gradually replaced by support to
physical infrastructure, the MCC, with its emphasis on infrastructure, is seen as well
positioned. The Ghana compact, worth USD 547 million between 2007 and 2012, was
one of the earliest MCC compacts and is just coming to an end. The Jordan compact on
the other hand, worth USD 275 million between 2010 and 2014, is only starting up. These
two cases illustrate the lessons MCC has learned over the last four years. The Jordan
compact is more focused than the Ghana compact, tackling the single issue of water
management, rather than three issues as in Ghana. Water is a key issue for Jordan, with
severe water shortages critically constraining economic growth. Also, compared to
Ghana, in Jordan MCC finalised more of the preparation work before signing off on the
compact. It has learned that the start-up process can take time away from the fixed
implementation timeline within which the money needs to be disbursed.
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Ghana and Jordan demonstrate that the different approaches taken by USAID and
MCC can complement each other well. In Jordan, MCC is extending a water programme
started by USAID into a water-scarce highly populated region that has not yet benefited
from US assistance. In Ghana, the MCC complements the USAID programme (focused
on building capacity) with infrastructure elements. MCC’s work is also seen as a way for
the US to position itself as a partner (and lender) in the infrastructure sector, as
infrastructure development will in the near future require concessional loans.

The Department of State’s Bureau for Population, Refugees and Migration (PRM) has
developed strong partnerships with humanitarian organisations working with refugees in
Jordan, and is widely appreciated for its staff’s support and engagement. However, too
many humanitarian partners rely too much on the US for the majority of their funding.
The US is aware of this risk and has devised some innovative approaches to attract new
donors, such as by matching new donor funding through a US-sponsored Challenge Fund
initiative run by the United Nations Relief and Works Agency for Palestine Refugees in
the Near East (UNRWA).

Human resources

Personnel decision-making is highly decentralised in USAID. Its Ghana and Jordan
offices manage their own human resources within the constraints of the budget and the
National Security Division, which limits the number of staff that can be based in the mission
compound. USAID/Ghana currently employs about 40 staff, two-thirds of whom are locally
recruited. Apart from the Peace Corps and its 160 volunteers — who are based outside the
embassy compound — other US representations have only a few staff (e.g. one director and
support staff for the Center for Disease Control, and two US staff in MCC). USAID/Jordan
has about 80 staff, with locally-recruited staff outnumbering US staff four to one. Recent
policy changes will have a profound impact on personnel planning in USAID field missions.
One of the objectives of the Presidential Policy Directive is for USAID offices to use fewer
service contractors, and employ more Foreign Service nationals and Foreign Service officers
instead. In both countries, USAID will need to ensure it has adequate staff to implement new
procurement rules, which will shift some of the workload from headquarters to the field as the
number of direct host-country contracts grows.

Finding pragmatic ways to make US co-operation more effective

The US missions in Ghana and Jordan differ greatly in their approach to aid
effectiveness. In Ghana, the US tries to bring its support in line with the aid effectiveness
principles, not least because the Ghana Aid Policy and Strategy requires donors to work
according to the Paris Declaration and AAA. In Jordan, aid effectiveness is not an explicit
priority of US co-operation, but mission staff do take deliberate steps to align with the
host country’s priorities. Both US missions find it difficult to live up to the aid
effectiveness principles, but nevertheless have made some significant achievements.

Ownership and aligning with partner countries’ priorities

US co-operation in Ghana illustrates how USAID is finding ways to align with
government priorities despite the limitations of the US system’s rules and regulations. As
each US co-operation instrument has different sets of instructions from headquarters, they
are difficult to reconcile into one cohesive development programme, let alone to adapt to
the local development agenda. USAID is simultaneously instructed to implement four
Presidential Initiatives, help meet earmarks set by Congress, and implement Washington-
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based programmes paid for by other departments. This leaves USAID with little
flexibility to take account of the host government’s priorities, or to ensure that ownership
and decision power is in the hands of the host country. In Ghana, USAID makes the best
of supply-driven instruments by co-ordinating its approach with government during the
implementation phase, and “picking and choosing” elements in line ministries’ plans that
coincide with US strategic goals. Furthermore, it aims to take a more consultative
approach when developing its next strategy. In Jordan, USAID programmes its funds in
consultation with the host government, and makes efforts to program the supplemental
funds for FY 2010 against line items in Jordan’s government budget.

Using country systems

The US approach to using country systems — such as audit, finance and procurement
structures — differs fundamentally between Ghana and Jordan. In Jordan, almost USD 200
million are transferred directly into the government budget every year, and during
FY2010 an additional USD 100 million is channelled through the Jordanian
Government’s procurement mechanism (Box C.1). In Ghana in contrast, the US does not
provide any budget support, despite Ghana’s progress in making its public financial
management systems more reliable (OECD, 2008b). This is because USAID considers
that US standards and regulations prevent it from providing budget support. Neither does
it pool any funds — instead it follows an entirely project-based approach.*” However, the
fact that the US pays for select projects of the Ghana Education Service, and channels
70% of its education funding through that institution, demonstrates good progress. The
US is also generally showing greater intent to rely more on Ghana’s own systems. Since
one obstacle is that Ghana’s audit institutions are not deemed reliable enough, the US is
now funding a programme to improve them. It hopes that Ghana will soon be able to
manage audits itself and participate in joint US-Ghanaian assessments. In Accra, the US
participates as an observer in meetings of the Multi-Donor Budget Support Group
(Box C.2), and in Paris it engages in a specific task team of the DAC Working Party on
Aid effectiveness to find ways to rely more on partner countries’ systems. This shows that
the US is constructively trying to find ways to use country systems more often. The case
of Jordan shows, however, that more transparent systems are only one factor that will
allow the US to increase its use country systems. Political will is also required.

MCC faces a different challenge in its use of country systems. In both Ghana and
Jordan, its programme is carried out by a corporation — owned by the partner government
— created especially for that purpose. In Ghana, the accountable agent for implementing
the compact is the Millennium Development Authority (MiDA), with about 60 staff. In
Jordan, it is known as the Millennium Challenge Account Unit, and will be composed of
about 30 staff. Setting up such separate implementation units was considered necessary as
US funding was contingent on being delivered by an “independent party”. While MCC in
Ghana does not use the Ghana Procurement Act and is not bound by local procurement
legislation, the Jordanian MCA Unit plans to use government agencies as its procurement
and fiscal agents. This represents great progress towards using country systems. It
remains unclear to what extent the capacity created in the process of the MCC compact
will be sustainable. While MCC attaches great value to creating sustainable infrastructure,
it should consider from the outset how it can also create sustainable institutional capacity
that will benefit the administration after the compact ends.

42. See Untying aid: is it working? — Evaluation of the Paris Declaration; Annex D: Ghana case study, p.76
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Box C.1. Conditions attached to US cash transfers help drive reforms in Jordan

US budget support to Jordan demonstrates how conditionality can create incentives for reform.
In its largest budget support programme, the US has provided a total of USD 3 billion in cash
transfers to Jordan since 1997. Transfers are partly funded through USAID’s multi-year country
strategy (in which 45% are set aside for cash transfers) and partly through congressional
supplements. In FY2010, this added up to nearly USD 200 million.

The cash support helps Jordan to pay off its debt to the US, and some debt to the IMF and the
World Bank. Budget support is subject to a set of conditions, commonly referred to as
“conditions precedent”, mostly taken from Jordan’s reform agenda. Examples of conditions in
2009 and 2010 are:

e Judicial reform: allow for the formation of a Judges’ Association and for transparent
appointing of judges.

e Trade and investment: eliminate minimum capital requirements for Limited Liability
Companies.

e Tourism: increase allocations for the Ministry of Tourism and Antiquities by 10%
annually.

e  Fiscal reform: publish draft budget law, increase appropriation to cover tax refunds,
expand e-filing regime.

e Anti-money laundering: develop financial intelligence unit implementation plan,
implement electronic suspicious activity report filing system and training.

e  Reproductive health: commit to procuring contraceptives from 2010 health budget;
create budget line item.

e Labour Standards: Make the “Better Work Jordan Program” mandatory for all
garment factories.

e  Refugees: conduct / commission a needs assessment of Iragis seeking refuge in
Jordan, and the needs of the vulnerable Iragi population, as currently-available
estimates vary widely, thus hampering donor support.

In 2010, over a quarter of all draft laws submitted to parliament (12 out of 46) were
motivated by US conditions. Once the US finds that its conditions have been fulfilled,
it authorises the release of funds. One lesson it has applied in recent years has been to
split the cash transfer into tranches and makes disbursements only once the conditions
tied to each tranche have been satisfied.

Harmonisation

In both Ghana and Jordan, the US works with other donors, and is appreciated among
its peers. However, its efforts to harmonise its programmes vary. In Ghana, USAID
participates in sector working groups with other donors (Box C.2). It co-ordinates its
actions most notably in the education sector, leads the working group on audit and has
begun discussions on delegated co-operation (Chapter 5). Yet, with only two staff in the
country, MCC’s participation in the working groups is limited, and its accountability
structure makes it difficult to pool money with others. Donors in Ghana consider that the
US could engage more fully in co-ordination by moving beyond the sharing of
information and bringing MCC to the table.
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Box C.2. Donor co-ordination in Ghana: change of the guard

Aid co-ordination in Ghana greatly benefited from the momentum created by the 2008 Accra
High-Level Forum on Aid Effectiveness. Donors and the government all point to progress over
recent years, and want to work towards a co-ordination mechanism in which the government
fully takes the lead. The Ghana Aid Policy and Strategy (2011-2015) stresses that further
improvements are needed, and lays out how the government expects donors to support its
strategies in line with the principles of the Paris Declaration and AAA. At the same time, many
donors consider that their field offices have done everything possible to implement the aid
effectiveness agenda, and have been more than thoroughly evaluated. Their sense is that the
marginal benefit of any additional effort is slim at this advanced stage, and that any remaining
obstacles need to be sorted out in headquarters. Instead, new questions should now take the fore:
(1) how to establish a mechanism that holds government accountable (for development progress)
towards its citizens, rather than to donors; and (2) how the Ghana-based international community
can link up better, bringing both donors and new providers of development co-operation to the
table. A first step towards this was a communiqué, issued jointly by DAC donors and the BRICK
countries (Brazil, Russia, India, China and Korea) in which they commit to harmonising their
activities.

Donors in Ghana co-ordinate their efforts through two different groups: the Consultative Group
and the Multi-Donor Budgetary Support Group.

e The Consultative Group (CG) is the forum for donors who support the national strategy.
It is complemented by several Sector Working Groups. Its annual partnership meeting is
one of the main drivers of progress on aid effectiveness in Ghana. It works on the basis
of a resource envelope, a results matrix and a harmonisation action plan, which provides
information on the allocation of government and donor resources to the government’s
priorities. BRICK countries are occasionally invited to the CG meetings.

e  The Multi-Donor Budgetary Support (MDBS) group oversees direct budget support for
implementing the Ghana Shared Growth and Development Agenda. It conducts an
annual review in which it assesses its own performance, and the performance of the
Ghanaian government in implementing mutually-agreed benchmarks.

To reflect their strong political will to engage in a harmonised and efficient dialogue with the
Ghanaian government, 16 donors — representing 95% of ODA to Ghana — signed the Ghana Joint
Assistance Strategy in 2007, led by the Ministry of Finance and Economic Planning. The
strategy contained 25 specific commitments to be achieved by 2010. Its two key aims were to (1)
ensure donors aligned their activities to Ghana’s second poverty reduction strategy; and (2)
provide a framework to implement the aid effectiveness principles. In 2009 donors jointly
reviewed their performance (based on self-assessments), and rated progress against previously
established benchmarks.

As a follow-up to the Ghana Joint Assistance Strategy, donors in the MDBS decided to develop
a Performance Assessment Framework for Development Partners, to be launched in early 2011.
This assessment framework will also work on the basis of indicators and targets, but intends to
go beyond the Ghana Joint Assistance Strategy in two ways: (1) it intends to become the first
mechanism for mutual accountability, examining whether the aid relationship is effective and
efficient; and (2) it will not only apply to development partners, but also to non-traditional
donors and vertical funds such as the Global Fund.
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In Jordan, the US is a member of three (out of four) sector working groups (Box C.3).
It has successfully harmonised its activities with other donors on issues where it does not
align its support with the government. It has, for instance, consulted with UNHCR and
other humanitarian partners to inform its advocacy on refugee issues, which is now
showing encouraging results in relation to refugee rights. Overall though, the sheer size of
the US aid programme and its resulting leverage means that USAID has little incentive to
engage proactively with other donors and contribute to pooled mechanisms. The US does
not, for instance, harmonise its conditions for budget support with the EU; and this
creates additional reporting requirements for some of Jordan’s agencies. Harmonising
conditions and reporting requirements with other donors would make it easier for the
partner government to implement its own reform agenda.

Box C.3. Donor co-ordination in Jordan

In Jordan, the Ministry of Planning and International Cooperation (MOPIC) is mandated with
co-ordinating aid.

Donors themselves co-ordinate their activities through a structure called the Donor-Lender
Group, established in 2004. Until 2008, it consisted of a Strategic Group co-chaired by the UN
Resident Co-ordinator and the EU, and was complemented by 11 technical working groups. In
2008, MOPIC expressed its desire to take a more active role in co-ordinating donors. As a
consequence, the Donor-Lender Group dissolved its Strategic Group, and is now awaiting
strategic leadership from MOPIC. The ministry is yet to play this role fully. As it has recently
undergone substantial changes in key personnel, donors hope that the “new MOPIC” will indeed
seize this role and provide strategic leadership, call and chair meetings and co-ordinate within
the government. In the meantime, the Strategic Group remains inactive, and most of the donor
co-ordination takes place at a technical level. It tends to be driven by donors versus the sector
ministries or MOPIC, with the exception of education. The following four technical working
groups continue to meet: (1) environment; (2) water; (3) governance; and (4) social
development. In the remaining sectors, co ordination between donors and the government is
mainly done bilaterally.

UNDP and the EU supported MOPIC in developing the Jordan Aid Information Management
System (JAIMS). The system, in place since 2009, is supposed to provide an overview of
ongoing projects and programmes in Jordan that are funded through development co-operation.
Its aim was to make information accessible to the broader public, in compliance with the Paris
Declaration and the Accra Agenda for Action. However, donors were last requested in 2009 to
enter data into the system, and because it is not up to date, it is of limited use.

Mutual accountability

In Ghana and Jordan, the US sets itself high standards for performance, and tracks the
results of US funding. The missions understand “accountability” primarily as the need to
show transparently to headquarters in Washington and Congress how the money is being
spent. Missions have to report to so many different Washington-based entities that they
have little time left to explore how they can be accountable towards the partner
governments, and how they can help their host governments to have full oversight of
development efforts underway in their country. USAID in Ghana could work more with
the National Planning Commission to learn what outcomes Ghana aims to measure, and
to strengthen the Ghanaian systems for this. The shifts towards measuring impact and
outcomes, rather than outputs, as laid out in the President’s Policy Directive, could help
the US to find a new approach to measuring the success of its programme.
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Annex D
Organisation charts and tables

Figure D.1. USAID Organisation Chart
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Figure D.2. Department of State Organisation chart
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Table D.1. US performance against Paris Declaration Indicators

Indicator 2005 2007 2007 2010 Target Peer Review
) for the U.S. comment on U.S.
33 countries 33 a” performance
countries countries
3. Aid flows are aligned on 30% 25% 28% | Notargets | Offtrack
national priorities and on budget
4. Strengthen capacity by co- o 0 0
ordinated support 41% 53% 58% No targets Some progress
5a. Use of country public financial 10% 3% 5% No targets Off track
management systems
5b. Use of country procurement 12% 5% 5% No targets Off track
systems
6. Avoid parallel implementation 203 208 342 No targets Off track
structures
7. Aid is more predictable 27% 32% 32% No targets Some progress
8. Aid is untied 7% 74% 77% No targets Some progress
9. Use of common arrangements 29% 37% 39% No targets Little progress
or procedures
10a. Joint missions 20% 9% 12% No targets Off track
10b. Joint country analytic work 39% 35% 38% No targets No progress

Sources: OECD (2007b), 2006 Survey on Monitoring the Paris Declaration: Overview of the results, OECD, Paris; OECD
(2008b), 2008 Survey on Monitoring the Paris Declaration — Making Aid More Effective by 2010, OECD, Paris
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Description of key terms

The following brief descriptions of the main development co-operation terms used
in this publication are provided for general background information.*

ASSOCIATED FINANCING: The combination of official development assistance,
whether grants or loans, with other official or private funds to form finance packages.

AVERAGE COUNTRY EFFORT: The unweighted average ODA/GNI ratio of
DAC members, i.e. the average of the ratios themselves, not the ratio of total ODA to
total GNI (cf. ODA/GNI ratio).

DAC (DEVELOPMENT ASSISTANCE COMMITTEE): The committee of the
OECD which deals with development co-operation matters. A description of its aims and
a list of its members are given at the front of the Development Co-operation Report.

DAC LIST OF ODA RECIPIENTS: For statistical purposes, the DAC uses a list of
ODA recipients which it revises every three years. From 1 January 2007, the list is
presented in the following categories (the word "countries” includes territories):

LDCs: Least Developed Countries. Group established by the United Nations. To be
classified as an LDC, countries must fall below thresholds established for income,
economic diversification and social development. The DAC List is updated
immediately to reflect any change in the LDC group.

Other LICs: Other Low-Income Countries. Includes all non-LDC countries with per
capita GNI USD 825 or less in 2004 (World Bank Atlas basis).

LMICs: Lower Middle-Income Countries, i.e. with GNI per capita (Atlas basis)
between USD 826 and USD 3 255 in 2004. LDCs which are also LMICs are only
shown as LDCs — not as LMICs.

UMICs: Upper Middle-Income Countries, i.e. with GNI per capita (Atlas basis)
between USD 3 256 and USD 10 065 in 2004.

DEBT REORGANISATION (also RESTRUCTURING): Any action officially
agreed between creditor and debtor that alters the terms previously established for
repayment. This may include forgiveness, or rescheduling or refinancing.

DIRECT INVESTMENT: Investment made to acquire or add to a lasting interest in
an enterprise in a country on the DAC List of ODA Recipients. In practice it is recorded
as the change in the net worth of a subsidiary in a recipient country to the parent
company, as shown in the books of the latter.

43. For a full description of these terms, see the Development Co-operation Report 2009, Volume 10, No. 1.
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DISBURSEMENT: The release of funds to, or the purchase of goods or services for
a recipient; by extension, the amount thus spent. Disbursements may be recorded gross
(the total amount disbursed over a given accounting period) or net (the gross amount less
any repayments of loan principal or recoveries of grants received during the same period).

EXPORT CREDITS: Loans for the purpose of trade and which are not represented
by a negotiable instrument. They may be extended by the official or the private sector. If
extended by the private sector, they may be supported by official guarantees.

GRANTS: Transfers made in cash, goods or services for which no repayment is
required.

GRANT ELEMENT: Reflects the financial terms of a commitment: interest rate,
maturity and grace period (interval to the first repayment of capital). It measures the
concessionality of a loan, expressed as the percentage by which the present value of the
expected stream of repayments falls short of the repayments that would have been
generated at a given reference rate of interest. The reference rate is 10% in DAC
statistics. This rate was selected as a proxy for the marginal efficiency of domestic
investment, i.e. as an indication of the opportunity cost to the donor of making the funds
available. Thus, the grant element is nil for a loan carrying an interest rate of 10%; it is
100% for a grant; and it lies between these two limits for a loan at less than 10% interest.

LOANS: Transfers for which repayment is required. Data on net loan flows include
deductions for repayments of principal (but not payment of interest) on earlier loans.

OFFICIAL DEVELOPMENT ASSISTANCE (ODA): Grants or loans to countries
and territories on the DAC List of ODA Recipients and multilateral agencies that are
undertaken by the official sector; with the promotion of economic development and
welfare as the main objective; at concessional financial terms (if a loan, having a grant
element of at least 25%).

ODA/GNI RATIO: To compare members’ ODA efforts, it is useful to show them as
a share of gross national income (GNI). “Total DAC” ODA/GNI is the sum of members’
ODA divided by the sum of the GNI, i.e. the weighted ODA/GNI ratio of DAC members
(cf. Average country effort).

OTHER OFFICIAL FLOWS (OOF): Transactions by the official sector with
countries on the DAC List of ODA Recipients which do not meet the conditions for
eligibility as official development assistance, either because they are not primarily aimed
at development, or because they have a grant element of less than 25%.

TECHNICAL CO-OPERATION: Includes both a)grants to nationals of aid
recipient countries receiving education or training at home or abroad, and b) payments to
consultants, advisers and similar personnel as well as teachers and administrators serving
in recipient countries.

TIED AID: Official grants or loans where procurement of the goods or services

involved is limited to the donor country or to a group of countries which does not include
substantially all aid recipient countries.
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VOLUME (real terms): The flow data are expressed in United States dollars (USD).
To give a truer idea of the volume of flows over time, some data are presented in constant
prices and exchange rates, with a reference year specified. This means that adjustment has
been made to cover both inflation in the donor’s currency between the year in question
and the reference year, and changes in the exchange rate between that currency and the
United States dollar over the same period.
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