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INTRODUCTION

The objective of this paper is to assist with the
U.S. Presidential Study Directive on Global
Development Policy (PSD) conducted by the
White House, the Quadrennial Diplomacy and
Development Review (QDDR) established by

the U.S. Department of State and U.S. Agency for
International Development, and Congressional
examinations of the future of American
development assistance. The contention of this
paper is that the United States government can
and must have a global, unified, straightforward,
powerful, and measurable development assistance
strategy in order to attain the elusive “Grand
Bargain” among stakeholders necessary to achieve
America’s foreign policy and humanitarian
aspirations.

The United States is the world’s leading contributor
of official development assistance (ODA), but
currently lacks a national development strategy.
There is no single statement or set of objectives that
clearly summarizes the goal of U.S. development
assistance. From microfinance to child mortality,
from expanding trade to basic education, U.S.
development assistance is all things to all people.
Absent a global, unified strategy for development
aid, the United States is not able — in simple

terms — to explain what it does with $25 billion

in foreign aid investments abroad.? Adult literacy?
Children’s literacy? Family planning? Highway
planning? Microfinance? Biodiversity? All but

a small part of the U.S. foreign aid program,
consisting of thousands of projects scattered across
more than 90 poor countries.

Current U.S. development policy reviews and
legislative reform proposals offer an unprecedented
opportunity to modernize U.S. development
assistance. This paper argues that only a global,
visionary, outcomes-based strategy with a clear,

2 According to the OECD, total U.S. bilateral ODA amounted to
$25 billion in 2009.

quantifiable, and measurable vision of success

is worthy of the noble purpose of U.S. foreign
assistance. Without such a strategy, the U.S. aid
debate will continue to be an endless series of
diffuse controversies leaving the Congress, the
Administration, and U.S. civil society unable to
coalesce around any meaningful solutions. The so-
called Grand Bargain recognized by all as necessary
to modernizing U.S. foreign assistance will remain
elusive.

This paper offers one version of such a strategy
intended to help carry the debate forward in a
constructive manner. It attempts to accommodate
the interests of the Congress, the Administration,
U.S. civil society and, most important, the

needs of those living in poverty. In the run up

to this September’s United Nations Millennium
Development Goals (MDGs) Review, as the world
rethinks how to proceed in ending global poverty,
the United States must take the lead. It should start
by putting its own house in order and designing

a national development strategy. As will be
illustrated, there are models of unified development
strategies from which to learn. The United States
already possesses many of the tools necessary to
implement such a strategy. The failure to formulate
a clear national development strategy thus far is not
the result of the inherent difficulty of the task, but a
failure of political will.
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2 WHY A UNIFIED STRATEGY IS NEEDED

Absent a global,
unified strategy for
development aid, the
United States is not
able — in simple terms
— to explain what we
do with the $25 billion
in development aid
investments abroad.

The first priority when considering a U.S.
development strategy is to ask what the United
States seeks to accomplish with its development
assistance program: i.e., what are the outcomes we
seek? What would success look like? While these
may seem like simple questions, the answers are
extremely complex, given that the U.S. government
currently has no unified, global process for
determining:

How priorities should be established for
allocating development resources among
recipient countries. Other than the hot-button
priority of the moment, and “backing into”
country allocations in order to accommodate
budget earmarks, there is no systematic model,
tied to long-term needs, for determining how
much development assistance Bangladesh
should get, compared to Malawi or Paraguay
or roughly 90 other countries receiving U.S.
development assistance;

How priorities should be established for
allocating development resources within a
recipient country among categories of aid.
Currently, the decision on whether the United
States invests in health, democracy, education,
or roads is primarily driven by the hundreds
of Congressional and Presidential directives
for U.S. development assistance with limited
attention given to fulfilling the actual needs
of the people in Burundi or Sri Lanka or
Honduras, or attaining the MDGs;

What sequence foreign aid should be applied
in a recipient country. Should road-building
precede judicial reform, followed by credit
availability, or is it the other way around?
Such serious analysis falls by the wayside in
a development aid program built on “supply-
driven” funding directives; and

What the impact of U.S. development aid

is and how we are progressing against our
strategic goals. We are not good at aggregating
the sum total of our numerous projects and
programs and linking them back to a broader
U.S. development strategy and gauging our
performance. For instance, what is the total
impact U.S. aid has on addressing global
problems, like illiteracy, in the developing
world, or on systematically moving nations
toward self-sustaining status?

Absent a global, unified strategy for development
aid, the United States is not able — in simple terms
— to explain what we do with the $25 billion

in development aid investments abroad. While
the entire foreign policy community agrees that
measurement is extremely important, we have no
overarching measurement and evaluation program
to gauge how we are advancing toward our goals.?
This adversely impacts the degree of transparency
and accountability expected by the U.S. Congress
as well as the operational and coordination
effectiveness pursued by U.S. government
programs. It complicates policymaking,
undermines oversight, and weakens the public
discourse over the use of scarce public resources.
As recently as April 2009, the Government
Accountability Office (GAO) cited the need for
the U.S. government to “develop and implement

a comprehensive, government-wide foreign
assistance strategy, complete with time frames and
measures for successful implementation

3 In addition to Congressional oversight and reports by the
GAO, the U.S. government has numerous oversight systems in
place for foreign assistance. However, they most often focus on
financial accounting (how each dollar was spent), or on project
results, and not overall development outcomes. U.S. project
evaluations are neither uniform nor systemically linked to an
overarching strategy for U.S. development.

* Foreign Aid Reform: Comprehensive Strategy, Interagency Coor-
dination, and Operational Improvements Would Bolster Current
Efforts; GAO-09-102; 17 April 2009
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The stakes for human progress in the poorer
regions of the world are high in terms of potential
instability, hopelessness leading to radical
reaction, the spread of pandemic diseases, crime,
uncontrolled migration, and other transnational
threats. The United States simply cannot afford to
continue the current system of spending billions of
dollars and not knowing what the aggregate results
are. In our view, the starting point for any serious
discussion on development assistance reform is
this question: What, strategically, does America
expect the U.S. development program to achieve
worldwide?®

If we cannot answer that question first,
measurement and evaluation is merely an
accounting exercise. If we cannot define the
strategic outcome we expect from U.S. development
aid, the entire U.S. aid debate will continue to be
nothing more than a series of endless, tactical
controversies. How should we structure the
accounts? Where should priorities be set for
countries and sectors — in the field or Washington?
What is the appropriate aid modality — cash or
project assistance? These, plus a myriad other
important questions, will remain disconnected

in the absence of a global, unified strategy for
development aid. In order to achieve success,

the development community must begin the

° It is important to note that the discussion in this paper focuses
on U.S. development assistance; i.e., that portion of overall U.S.
foreign aid that is aimed at long-term systems improvements

in the governance, eCOnomic, and social conditions in recipient
nations. The United States currently provides significant levels
of foreign aid purely for humanitarian reasons, as in the wake

of a natural disaster. Such humanitarian contributions should
continue, but are not encompassed in the strategy reccommended
in this paper. Also, the United States provides a range of security
assistance programs to allies and friendly governments, or to
fragile states facing instability. This paper assumes that such se-
curity assistance will also continue to be a part of future U.S. for-
eign aid programs, but will be distributed according to a national
security logic separate from the development strategy suggested
in this paper. In short, the development strategy advocated in
this paper would guide a bounded portion of overall U.S. foreign
aid, that portion devoted to long-term systemic change in the
world’s poorer nations.

aid reform process with a consensus on global
outcomes, a consensus on what success would
look like. Any other approach to development aid
reform is destined to fall apart amid controversy
among advocates of various supply-side inputs and
different tactical and programmatic approaches.

This paper argues that a unified, global, outcomes-
based strategy is not only necessary, but feasible,
and the United States is closer to it than many may
think. When not being forced to chase the 140
priorities established in the U.S. Foreign Assistance
Act of 1961 and annual appropriations legislation,
American development professionals have designed
the essential building blocks of such a strategy.
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3 MODELS OF A UNIFIED STRATEGY

Unlike the complex

U.S. aid system

where development,
diplomacy, and security
priorities are not
clearly delineated,

in the U.K. there are
demarcation lines
between development
objectives and other
policy objectives, such
as commercial and
geo-strategic or security
interests.

There are several models worth considering and
learning from as the United States seeks to forge
its own national development strategy. Each of
these models provides guidance to development
practitioners, policymakers, and legislators in
critical ways, including 1) clarity of mission; 2)
straightforward outcomes; 3) measurable impact;
and, 4) a systematic focus on development.

The U.K. Department for International
Development

Unlike the fragmented U.S. development aid
system, the U.K. Department for International
Development (DFID) maintains a strikingly
coherent development strategy. DFID has
established the strategic aim of “halving world
poverty by 20156 This is backed by a clear
legislative mandate under the U.K. International
Development Act of 2002, which states that “The
Secretary of State may provide any person or body
with development assistance if he is satisfied that
the provision of the assistance is likely to contribute
to a reduction in poverty”” This goal in turn helps
to define country allocation decisions: DFID targets
90 percent of its aid on low income countries.
Unlike the complex U.S. aid system where
development, diplomacy, and security priorities

are not clearly delineated, in the UK. there are
demarcation lines between development objectives
and other policy objectives, such as commercial
and geo-strategic or security interests.® While DFID
may focus tactically on a range of issues — from tax
revenue systems to climate change — collectively
these elements are part of a unified, outcomes-
based strategy. As a result there is not an endless

¢ http://www.dfid.gov.uk/About-DFID/Quick-guide-to-DFID/
‘Who-we-are-and-what-we-do/

7 The International Development Act 2002 (DFID is represented
in the UK. Cabinet by the Secretary of State for International
Development.)

8 The International Development Act of 2002.

debate over “what” UK. aid should accomplish.
Policymakers and practitioners, instead,
concentrate on “how” to achieve development
goals.

The Millennium Challenge Corporation

A second model to consider is the Millennium
Challenge Corporation (MCC). In short, the MCC
strategy is to “back winners” with concentrated
development resources. The MCC does not operate
in deeply underdeveloped and fragile states, so
there are limits to replicating this approach across
all U.S. development assistance. Nevertheless, the
MCC possesses elements of a unified strategy.
Based on a basket of 17 indicators, the MCC
focuses its resources on so called “good performers”
where the country has demonstrated a commitment
to reform. Its outcomes-oriented approach seeks to
accelerate country progress along these indicators
and invests heavily in on-going monitoring and
evaluation. It aims to provide incentives to other
countries to pursue reforms and strive to meet

the MCC criteria, which is necessary to qualify

for funding. The MCC Compact process places
emphasis on country ownership, where the host
country defines the priorities, and depending on
local capacities, implements the program. The
MCC’s use of consistent indicators to measure
performance, its reliance on comparable economic
rates of return, its standardized national level
impact evaluations, and the MCC Compact process
all point toward a unified approach. This contrasts
dramatically with the highly diffuse collection

of programs and projects that characterizes U.S.
development assistance overall.

The U.S. Agency for International Development
(health sector)

A third model worth examining is the outcomes-
driven, rigorously prioritized conceptual work
done by sector experts at the U.S. Agency

for International Development (USAID),
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most prominently in the health sector. These
development professionals have produced models
that begin — where a development strategy should
begin — by defining what success would look
like. Then it “works backwards” by designing
interventions and prioritizing them based on how
success is defined (i.e., the stated outcomes or
goals). Taking the battle against tuberculosis as

an example, USAID program and budget models
begin with the ultimate objective of eliminating
tuberculosis by 2050 and the intermediate goal of
reducing tuberculosis prevalence and deaths by 50
percent, consistent with the Global Plan to Stop
TB. Diagnosis and treatment program allocations
are prioritized based on a standardized, globally
applied system of criteria to determine which
countries will be targeted.
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THE ESSENTIAL ELEMENTS

OF A U.S. STRATEGY

The strategy must

be straightforward
and clear to unify
effort within the U.S.
government and

align plans, budgets,
resources, and
operations. A clearly
stated vision of what
success would look
like will help to focus
and garner public and
Congressional support.

If the United States were to design a unified
development strategy, what would be its essential
elements? We posit that five practical elements are
essential:

Clarity of Mission: the strategy must be
straightforward and clear to unify effort
within the U.S. government and align plans,
budgets, resources, and operations. A clearly
stated vision of what success would look like
(i.e., outcomes) will help to focus and garner
public and Congressional support. This will
also provide for enhanced synergy among
stakeholders — inside and outside government
— among our European and global partners,
and with the governments and institutions

of those countries receiving development
assistance. In short, President Obama should
be able to state in a few words what the United
States is attempting to accomplish with its
development aid program.

Measurable Impact: those in the developing
world facing hopelessness and poverty must
actually see enhanced benefits from the new
strategy. The strategy must be rigorously
quantitative to allow for the measurement of
progress toward outcome objectives and to
help drive budget/stafting requests at USAID
and in other agencies. Outcome metrics both
help with legislative oversight that Congress
expects and operational effectiveness pursued
by the Executive. This can provide for
enhanced transparency and accountability
both in Washington, DC and the field.

Systematic Focus on Development: the
proposed development strategy must

be bounded and focused on long-term
development outcomes. Clearly, the United
States will also continue to provide foreign aid
to its friends (as in the current ESF account),
as well as for humanitarian and human rights

objectives.” But the global development
strategy must be just that: a differentiated
system focused on long-term systems change,
which operates according to its own internally
consistent logic as a major, stand-alone pillar
of U.S. foreign policy (although it may be
complementary to diplomacy and defense).
Central to such an approach is recognizing
development as a discipline in its own right
and vital to U.S. policymaking.'?

Flexibility and Partnerships: To create

policy space for host-country leadership and
account for changing circumstances on the
ground, the U.S. development strategy must
allow flexibility within a global framework.
The United States invests heavily in stationing
USAID and other development experts in

the developing world. These individuals

must be able to adapt the global, outcomes-
based strategy recommended in this paper

to local priorities, local crises, and local
opportunities. It is increasingly recognized
that for development to be sustainable,
programs need to be aligned with and, where
possible, led by the host-country and its people
(including national development plans and
strategies). Donor funding of stand-alone
projects is not a sustainable solution, and can
undermine links between states and citizens
or, worse, exacerbate social or ethnic tensions.

° One useful way to look at this issue is through the lens of fun-
damental, instrumental, and diplomatic assistance. Fandamental
assistance seeks improvement of the lives of its beneficiaries as
its main objective. Instrumental assistance sees improvement
of the lives of individuals as a means to some other strategic or
tactical end. Diplomatic assistance is meant to improve rela-
tions with a recipient government or otherwise serve specific
diplomatic objectives. See Reuben Brigety and Sabina Dewan,
A National Strategy for Global Development: Protecting America
and Our World Through Sustainable Security, Center for Ameri-
can Progress, May 2009.

10 Dick Lugar, U.S. Senator, “Foreign Assistance and Develop-
ment in a New Era,” January 28, 2010.
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Local knowledge, including the host-country’s
priorities and other donor interventions, must
effectively inform the planning, budgeting,
and resource allocation process. The ability to
partner with other donors, the private sector,
and NGOs will be essential given their rising
influence in recasting the global development
landscape.!!

Viable Nation-States and Societies: We argue
that solely addressing the MDGs or sector
targets, although they may be developmentally
sound and morally compelling outcomes for

a U.S. development strategy, is insufficient.
With global responsibilities in a world whose
building blocks are nation-states, and with

a profound appreciation that development
success is driven by local leadership, the United
States must invest in integrated development
progress for states and their societies in

order to ensure long-term sustainability

of development investments. Ending aid
dependency requires an integrated, cross-
sector approach that focuses on building
national capacity to continue development
investments with nationally generated
resources. This means fostering both state
institutions as well as robust societies to

hold them accountable for the provision of

! In fact, when development professionals “in the field” are lib-
erated from the requirement to focus on Washington’s spending
priorities, and are permitted to focus on development outcomes
in the recipient country, there is likely to be increased focus on
non-USG development resources, and the creative synergy of
those resources towards development results.

public goods, such as health, education, and
security.'?

12 For the reasons stated above, this paper argues that a “country
centric” model makes the best sense for the U.S. development
strategy, and is most consistent with current development
thinking on the centrality of a capacity building approach.
However, the authors recognize that the U.S. Administration
and Congress may choose a different outcomes-based strategy,
perhaps one centered on the MDGs, or a short list of outcomes-
based development interventions in which the United States
displays comparative advantage. The Grand Bargain, and a
dramatic transformation in the effectiveness of U.S. develop-
ment assistance, will result from the establishment of a unified,
global, outcomes-based development aid model, either the one
suggested in this paper or an alternative.
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THE ROADMAP FOR A “GRAND BARGAIN”

This Grand Bargain
should serve as
the template for

determining how USAID
is organized, how it
trains, motivates, and
gauges performance
of its staff, what levels
of U.S. development
assistance are required,
and what programs
deserve priority
resources across the
entire U.S. government.

Does any viable strategy meet the criteria listed
above and stand a reasonable chance of garnering
U.S. Executive, Congressional, and public support?
We argue that the answer is “yes” The proposed
strategy provides the basis for a convergence of
interests between the Executive and the Congress,
as well as U.S. civil society. Moreover, the proposed
strategy builds on concepts and principles
formulated by U.S. officials and, to some extent,
already employed by the U.S. government. The
strategy is based on two conceptual building blocks:
1) The USAID “spider graph” system and 2) the
U.S. State Department Office of Foreign Assistance
country category system.

The first building block, USAID spider graphs
(nicknamed for their web-like appearance),
provide a unified, consistent, quantifiable process
for measuring country progress. The figures in
appendix 1 show representative examples of such
spider graphs: Haiti, Bangladesh, El Salvador, and
Poland (see appendix 1, pages 14-15). What do
spider graphs tell us? In this system, developed
by USAID professionals, each nation receiving
U.S. development assistance is measured by its
status on 19 critical indicators of development
progress: six measures for “Governing Justly and
Democratically”; seven measures for “Investing in
People”; and six measures for “Economic Growth.’!?

For each of the indicator axes, development
experts are able to determine where a nation falls
on the scale of progress between absolute failure
(“zero”) and the best functioning nations in the
world (“five”). These “scores” are represented for
each of the four nations by the blue shaded areas.
Spider graphs, in short, provide a quantitative,
comparative method both of measuring a nation’s
progress over time and measuring its progress

13 Since the representative spider graphs were designed over
varying time periods, the graph for Haiti currently contains only
18 indicators.

compared with other developing nations, as well as
allowing comparable development gap analyses to
be prepared (see appendix 2, page 16).

The second building block, the Office of Foreign
Assistance country category system, currently uses
five categories to cluster developing countries of
roughly similar characteristics:

1. Restrictive countries (nations like North
Korea not currently eligible for foreign aid
other than life-saving disaster relief);

2. Rebuilding nations (nations like Haiti that
are in or emerging from conflict or instability,
where the primary goal of U.S. foreign aid
is stability, providing essential services to
citizens, and starting the process of building
institutions);

3. Developing countries (lower-income nations
like Bangladesh, where essential stability
permits basic development investments in
democracy, economic growth, and poverty
reduction);

4. Transforming countries (nations like El
Salvador, which have achieved lower-middle
income status in which foreign aid is targeted
at institution-building to sustain the progress
currently underway; and

5. Sustaining Partnership countries (upper-
middle-income nations like Poland in which
continued U.S. aid can help sustain progress
and bilateral partnerships).

The solid-lined polygons in the spider graphs
represent the median average scores of the next
tier up in the country category system, which
countries aspire to climb, and help with measuring

8 THE GERMAN MARSHALL FUND OF THE UNITED STATES



their development gaps and progress over time.'*
With the combination of the spider graphs and

the country category system, this model could
accommodate both a needs-based approach as well
as a performance-based approach.

With these building blocks in mind, we propose
the following outcomes-based goal for the U.S.
development strategy:

“The U.S. development strategy is to ensure
that, by 2025, all “rebuilding” and “developing”
nations achieve “transforming” status, and that
50 percent of those nations achieve “sustaining
partner” status.

In essence, the mission of the U.S. development
program in this model should be to mobilize
resources, technical expertise, innovative design,
technology, and policy initiatives with a single
goal in mind: moving a specified number (agreed
between the U.S. Administration and Congress as
part of the budget process) of countries toward the
specific measurable outcome of “transforming” or
“sustaining partner” status. This Grand Bargain
should serve as the template for determining how
USAID is organized, how it trains, motivates, and
gauges performance of its staff, what levels of U.S.
development assistance are required, and what
programs deserve priority resources across the
entire U.S. government. This would be in stark

!4 Each spider graph contains not only information on the coun-
try being evaluated, but also a solid-lined polygon representing
the median scores of the countries in the next higher country
category. That is, for rebuilding countries, the polygons repre-
sent the median of developing countries. For developing country
spider graphs, the polygons represent the median of transform-
ing countries, and so on through the system. Gap analysis would
be based on a comparison of a country’s rank in a given indica-
tor and the median of the next higher category.

contrast to the current inputs-based foreign aid
budgeting system with its 140 objectives.!®

How would this model provide a roadmap for a
Grand Bargain? The proposed strategy would serve
as a platform to link the interests of the Congress,
the Executive, and U.S. civil society (appendix 2).

From a Congressional perspective, U.S. legislators
currently struggle to justify and clearly explain what
the federal government does with $25 billion in
foreign aid investments abroad. The current system
offers limited transparency and accountability;

it is largely characterized by a confusing array of
duplicative objectives and programs. Aligning
budgets and account structures under an outcomes-
oriented U.S. development strategy would provide
the means for better assessment of performance
and improve the oversight and accountability
pursued by the Congress. What about HIV/AIDS,
maternal health, child survival, and improving
basic education? These developmentally sound and
morally compelling needs would be accommodated
within the strategy as a component of the country
programs, but based on a country need/gap analysis
rather than driven by Washington “supply side”
appropriations. Clearly, Congressional leaders

may reasonably want to understand fully whether
global priorities (like battling the HIV pandemic)
are being met by allocating funds at the nation-
state level according to the model suggested herein.
Sectoral analyses of progress could be derived

from the categories and sub-sector data underlying

15 The authors fully recognize that the complex, and highly vari-
able, process of development, with its many cultural, historical,
regional, leadership, and other idiosyncratic dynamics, cannot
be fully reduced to a linear progress model. Any unified devel-
opment model, like that posited in this paper, can at best only
approximate the complexity and variability of real-world change.
However, given the near chaos of the current USG development
assistance process, the authors believe that a linear conceptual
construct provides a useful starting point and “common operat-
ing picture” for cross-national comparison, initial budget build-
ing, and other central processes, on to which more nuanced,
country-focused development designs can be grafted.
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There is the essential
need to design specific
programs from a field-
based perspective

with local government
priorities and civil
society input to ensure
sustainability and with
a full awareness of the
contributions of other
bilateral and multilateral
donors.

the spider graphs, and aggregated to assess global
impact, including for the MDGs as well as for
cross-cutting topics like gender and human rights,
as part of the Congressional oversight process.

From a U.S. Executive perspective — for the
President, Secretary of State, and USAID
Administrator, along with the Office of
Management and Budget — a unified strategy
would provide a coherent rationale for driving
foreign aid resources and the annual budget request
process. Through development gap analyses and
the measurement of progress over time, U.S. foreign
assistance would gain the necessary knowledge-
intensive capacity to better inform policy and
practice. Broad monitoring and evaluation across
U.S. government programs would be central

to this effort. Systematic feedback loops would

be strengthened to ensure lessons learned and
improvements were made based on evidence-based
research on what works and does not work on the
ground. U.S. foreign assistance professionals would
focus on “how” to achieve stated, transparent
outcomes, instead of endless bureaucratic tussles
over sectoral input levels.

For U.S. civil society, a national development
strategy will likely mean an increased level of
resources devoted to sound development outcomes.
In addition, the creation of such a strategy

should enhance the standing of development
considerations within the federal foreign policy
establishment, a longstanding objective of
American NGOs and other private organizations.
Moreover, if federal development professionals are
liberated by the creation of common goals from

the current requirement to manage dozens of
conflicting inputs and earmarks, these professionals
should be able to engage in more serious
development dialogue with NGO and other civil
society peers on what works best on the ground, an
arena in which U.S. civil society organizations excel.

The strategic narrative of moving countries up to
higher stages of development is clear, logical, and
consistent with wider U.S. efforts in diplomacy and
defense. The Congress can pursue better oversight
and the Executive can pursue better operational
effectiveness and both can rally around a common
strategic development goal that complements
other U.S. foreign policy efforts. Fundamental

to the Grand Bargain between the Congress and
the Executive will be a quid pro quo that would
transform U.S. foreign assistance. The Congress
wants better oversight, so the Executive will have
to commit to delivering results on the strategy.'®
The Executive requires discretion and flexibility to
implement the strategy, so the Congress will have to
provide flexible authorities.

Aid policy debates and differences will no doubt
remain. Congress might propose more basic
education funding, based on a belief that this

is a compelling driver of global development.

The White House, focused on global threats and
humanitarian concerns, might want more funding
for HIV/AIDS. U.S. civil society, based on field-
based evidence, may argue for more focus on
specific programs or specific nations. The existence
of an outcomes-based national strategy will not
eliminate such debates. What would change in

the proposed system however, is that the national
development strategy would provide a common,
transparent framework in which such policy

16 Readers will quickly note that circumstances in an individual
country — natural disasters, conflict, instability, failure of even
well-designed interventions, unexpected decreases in other
donor resources, shifts in commodity prices, or a host of other
variables — may lead to development targets not being achieved.
Even the most creative USAID Mission Director and the world’s
best development professionals cannot guarantee success in the
difficult business of development, and it is not the intention of
this paper to suggest that these individuals be held account-

able for factors beyond their control. But, even when targets

are not met, the unified development model recommended in
this paper provides a framework for analyzing results, sharing
lessons learned, and reformulating approaches within a common
operating framework, where none now exists.
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debates would occur, and provide common metrics
for policy and budgetary trade-offs — neither of
which exists today.

The transparency and priority-setting benefits of
the proposed system occur both at the country
level and at the U.S. government budget level (see
appendix 2). At the country level, U.S. foreign

aid resources would be directed to priority
development needs based on development gap
analyses. In addition, each nation would have to
“compete” against requests from other nations
where the development gaps may be more
profound. That is, given limited U.S. government
resources globally for development assistance,
country aid levels should be prioritized — and
overall development assistance budgets built — by
the degree to which recipient nations fail to meet
development targets. In short, in contrast to the
current amorphous budget allocation process, the
proposed strategy would provide a needs-based
and performance-based, quantitatively comparable
basis for beginning the budget process.

Clearly, the precise tactical sequencing of
development interventions cannot be rigidly
prescribed by any global system, however well
structured. Actual development programs will vary
distinctly from country to country, and within
countries, consistent with the strategy’s focus on
flexibility and partnerships. Consideration for
partner-country national development plans and
strategies will be made. There is the essential need
to design specific programs from a field-based
perspective with local government priorities and
civil society input to ensure sustainability and
with a full awareness of the contributions of other
bilateral and multilateral donors.

Accordingly, the U.S. development strategy would
have an overarching goal under which adjustments
could be made at the country and program levels
based on consultations with local governments,

partners, and civil society. For instance, USAID
and local stakeholders could agree on the goal

of increasing water access, which could fit under
the strategy’s “investing in people” component.
In this scenario, there could be a variety of
methods by which to achieve this goal, which
could be subjected to rigorous technical studies,
analysis, and negotiations with local partners with
consideration to their national priorities (e.g.,
construction of water reservoirs, water collection,
storage, or delivery or demand management). !’

17 Other examples are the MCC model and EU output-based aid.
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CONCLUSION

A Grand Bargain
national development
strategy would
provide a common
operating framework
to development
professionals on the
ground and serve as
the basis for building,
approving, and tracking
U.S. government
development budgets.

We believe the current U.S. development program
is fundamentally broken and requires substantial
reform. The Marshall Plan had a relatively
straightforward objective — to rebuild Europe after
World War II. But over the six decades since then,
U.S. foreign assistance has become a Santa’s Sack of
sometimes good, sometimes interesting initiatives
to help poor people overseas. Currently, U.S.
foreign aid encompasses 140 broad objectives and
at least 400 specific directives on how to implement
them, along with 25 different U.S. agencies
responsible for carrying them out.

Looking for money to save mountain gorilla habitat
in Africa? Interested in wheat stem rust disease

in South Asia? Perhaps you are a believer in using
playground equipment in the Third World to
power village wells. Not to worry; the U.S. foreign
aid program funds all that and much, much more.
Of course, the problem is that when you want

to accomplish just about everything, it becomes
entirely unclear what the United States is seeking
to achieve or accomplish of any lasting significance
across the developing world. Many of the flaws
outlined above — weak transparency, limited
metrics and results, supply-driven directives, lack
of recognition of needs on the ground, among
others — largely derive from this non-strategic,
fragmented, and amorphous U.S. aid system. No
one — neither the Congress nor the Executive

— should be satisfied with the status quo.

In summary, this paper proposes a unified,
quantifiable, and outcomes-based U.S. development
strategy that consists of the following operational
steps:

A USAID-led consultation with Congress,
other Executive agencies, civil society, NGOs,
business, the wider U.S. public and other
donors and development partners on the most
useful indicators to gauge country progress

and address priorities outlined by the PSD and
QDDR once released;

Completion of detailed development gap
analyses (using the system of spider graphs,

or improved variants thereof, in consultation
with local governments, civil society

and other donors for each country, to be
synchronized with the next annual U.S. budget
appropriations process);

The explicit use of the “worst scores” (the
deepest development gaps) as a basis for
guiding U.S. development strategy in each
recipient nation;

Use of the extent and depth of the development
gaps at the national level as a basis for
recommended in-country development
assistance allocation levels;

The explicit use of “worst scores” as a basis for
setting spending priorities among countries;

A vigorous budget debate, with the
Administration proposing and the Congress
determining, the specific target (number

of nations) to achieve “transforming” and
“sustaining partner” status; and

Use of the spider graph system to track
progress toward achieving development
targets.

A Grand Bargain national development strategy
would, in this way, provide a common operating
framework to development professionals on

the ground and serve as the basis for building,
approving, and tracking U.S. government
development budgets.

This paper argues that only a global, visionary,
outcomes-based strategy with a clear goal that
can be quantified and measured is worthy of the
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noble purpose of U.S. development aid. This paper
offers one version of such a strategy in order to
carry the debate forward in a constructive manner,
and attempts to accommodate the interests of the
Congress, the Executive and U.S. civil society, while
remaining focused on sustainable solutions for
those living in poverty.
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APPENDIX 1

Rebuilding: Haiti

Developing: Bangladesh

Governing Justly and Democratically (gap=1.0)

Political Rights, 1.0

Government
Effectiveness, 1.0 Civil
Liberties, 1.7
Developing
Countries
Control of Independent
Media, 2.0

Corruption, 1.5

Rule of Law, 1.0

Governing Justly and Democratically (gap=0.8)

Political Rights, 3.0

Government
Effectiveness, 2.0 Civil
Liberties, 3.0
Transforming
Countries
Control of Independent
Media, 2.0

Corruption, 1.5

Rule of Law, 2.0

Economic Growth (gap=1.3)

Business Environment, 1.0

FDI, 1.0 Regulatory
Quality, 1.5
Developing
Countries
Inflation, 1.5

Economic Growth, 0.5

Economic Growth (gap=-0.1)

Business Environment, 3.5

Regulatory
FoLo Quality, 1.5
Transforming
Countries
Inflation, 4.5 Fiscal
Balance, 2.5

Economic Growth, 3.5

Investing in People (gap=1.1)

Income per Capita, 1.0

Income Inequality, 0.5

Developing
Countries
Health and Life
Education Expectancy, 1.5

Expenditure, 1.5

Under 5 Mortality, 1.0

Literacy Rate, 1.0

Investing in People (gap=0.8)

Income, 1.0

Income Inequality, 4.5

Transforming
Countries

Life
Expectancy, 2.5

Health and
Education
Expenditure, 0.8

Under 5 Mortality, 2.0

Literacy Rate, 0.5

Ratings are based on a scale from 1 to 5, with 5 representing the best score. World Bank Institute, Governance Matters Indicators (2006);
World Bank, World Development Indicators (2005), Doing Business in 2006 (2005); Freedom House, Freedom in the World 2006 (De-
cember 2005), Freedom of the Press (2005); UNDP, Human Development Report (2006); UN, State of the World’s Children (2006); Yale
and Columbia Center for Environmental Law and Policy, 2006 Environmental Performance Index (2006).
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Transforming: El Salvador

Sustaining: Poland

Governing Justly and Democratically (gap=0.4)

Political Rights, 4.3

Governing Justly and Democratically (gap=0.5)

Political Rights, 5.0

5
Government Government
Effectiveness, 2.5 Civil Effectiveness, 3.0 Civil
Liberties, 3.7 Liberties, 5.0
Sustaining OECD Average -
Countries
Control of Independent Rule of Law, 3.5 Independent
Corruption, 2.5 Media, 3.0 Media, 4.0
Control of
Rule of Law, 2.5 Corruption, 3.0
Economic Growth (gap=0.8) Economic Growth (gap=0.3)
Business Environment, 2.5 Business Environment, 3.0
Regulatory Regulatory
FDI, 1.5 Quality, 3.5 FDI.3.0 Quality, 3.5
‘ .. Sustaining “ - OECD Average
C tri
/ < ountries /2
AA‘
Inflation, 5.0 Inflation, 5.0

Economic Growth, 1.0

Fiscal
\ Balance, 1.5

Economic Growth, 3.5

Investing in People (gap=1.0)

Income, 1.5

Income Inequality, 1.5 Environment, 3.5

Sustaining

Countries

Health and Life
Education Expectancy, 3.5

Expenditure, 2.5

Literacy Rate, 2.5 Under 5 Mortality, 4.0

Investing in People (gap=0.2)

Income, 3.5

Income Inequality, 4.0 Environment, 4.5

OECD Average
Health and Life
Education Expectancy, 4.5

Expenditure, 4.0

Literacy Rate, 5.0 Under 5 Mortality, 4.5
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APPENDIX 2

Approach to demand-driven, systematic,and measurable
development progress

Country level Donor level

Sustaining
Progress toward stronger (Poland]

institutions, capacity,

and ownership
Transforming
(El Salvador)

Administration Budget
Building the Budget __Request
14

Govern
ment
Priorities

Other
Donor
Inputs

Development
GapAnalysis

Continuous dialogue,
monitoring and
Developing evaluation that ensures
(Bangladesh) ~ country-level
investments make

Continuous dialogue, monitoring and progress toward MDGs

evaluation that accommodates local
priorities under metric framework

us.

Development
Strategy

Rebuilding
(Haiti)
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