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Issuance Date:





April 12, 2010
Deadline for Receipt of Questions:


April 23, 2010
Closing Date for Submission of Applications: 
May 25, 2010
Closing Time for Submission of Applications:
16:00 Budapest, Hungary local time

Subject:
USAID/Bosnia and Herzegovina Request for Applications (RFA) Number 168-10-010

Strengthening Independent Media (SIM) Activity in Bosnia and Herzegovina.  

The United States Agency for International Development (USAID), through Regional Service Center, Regional Contracting Office in Budapest is seeking applications from qualified U.S. Non-Governmental Organizations (NGOs) for a cooperative agreement to fund a program entitled “Strengthening Independent Media”. The authority for the RFA is found in the Foreign Assistance Act of 1961, as amended.

Pursuant to 22 CFR 226.81, it is USAID policy not to award profit under assistance instruments.  However, all reasonable, allocable, and allowable expenses, both direct and indirect, which are related to the agreement program and are in accordance with applicable cost standards (22 CFR 226, OMB Circular A-122 for non-profit organization, OMB Circular A-21 for universities, the Federal Acquisition Regulation (FAR) Part 31 for-profit organizations, and the Mandatory Standard Provision “Allowable Costs (DEC 2003) for public international organizations), may be paid under the cooperative agreement.

Applicants under consideration for an award that have never received funding from USAID will be subject to a pre-award audit to determine fiscal responsibility, ensure adequacy of financial controls and establish in indirect cost rate. 

Subject to the availability of funds, USAID intends to provide approximately $5,700,000 in total USAID funding to be allocated over a five (5) year (three years plus two years extension) period. USAID reserves the right to determine the resulting level of funding for the award.  One award is anticipated as a result of this RFA, although USAID reserves the right to fund any or none of the applications submitted.  

Eligible organizations interested in submitting an application are encouraged to read this RFA thoroughly to understand the type of program sought and the application submission and evaluation process.

To be eligible for award, the applicant must provide all required information in its application, including the requirements found in any attachments to this Grants.gov opportunity. This RFA consists of this cover letter plus the following Sections:

     1.  Section A – Instructions for Application Format;

     2.  Section B -  Selection Criteria;

     3.  Section C -  Program Description;

     4.  Section D - Certifications, Assurances, and Other Statements of Applicant/Grantee;

     5.  Section E - Annexes
This funding opportunity is posted on www.grants.gov, and may be amended.  Potential applicants should regularly check the site to ensure they have the latest information pertaining to this RFA. Applicants will need to have available or download Adobe program to their computers in order to view and save the Adobe forms properly. If you have difficulty registering on www.grants.gov or accessing the RFA, please contact the Grants.gov Helpdesk at 1-800-518-4726 or via email at support@grants.gov for technical assistance.  
It is the responsibility of the recipient of this RFA document to ensure that it has been received from Grants.gov in its entirety. USAID bears no responsibility for data errors resulting from transmission or conversion processes associated with electronic submissions.  Any questions concerning this RFA should be submitted in writing to Ms. Martha L. Aponte, via email to maponte@usaid.gov and Ms. Viktoria Hollosy, via email to vhollosy@usaid.gov .  The deadline for submission of questions on this RFA is April 23, 2010.  Responses to questions will be furnished to all prospective recipients through an amendment to this RFA.

Issuance of this RFA does not constitute an award commitment on the part of the Government, nor does it commit the Government to pay for costs incurred in the preparation and submission of an application.  In addition, final award of any resultant cooperative agreement cannot be made until funds have been fully appropriated, allocated, and committed through internal USAID procedures.  While it is anticipated that these procedures will be successfully completed, potential applicants are hereby notified of these requirements and conditions for award. Applications are submitted at the risk of the applicant; should circumstances prevent award of a cooperative agreement, all preparation and submission costs are at the applicant's expense.

Sincerely,

Martha L. Aponte
Agreement Officer 

RSC/RCO Budapest
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SECTION A – INSTRUCTIONS FOR APPLICATION FORMAT
1. 
PREPARATION AND SUBMISSION GUIDELINES 

The federal grant process is now web-enabled, allowing for applications to be submitted on-line. Instructions to submit applications electronically on-line in response to this RFA are found on Grants.gov in the “For Applicants” section – under “Apply For Grants”.  

If your organization decides to submit an application, it must be received by the closing date and time indicated at the top of the cover letter.  The applicant must provide all required information in its application, including the requirements found in any attachments to this RFA.  Applicants should retain for their records one copy of all enclosures which accompany their applications.

If applicants shall choose to submit hard copies, the submission of one (1) original and three (3) hard copies of the technical and cost application will be accepted no later than the closing date and time indicated on the cover letter, at the location designated below: 



By Air Courier or Hand Delivery:





Viktoria Hollosy


Acquisition and Assistance Specialist

     

Regional Services Center, Regional Contracting Office

     

Szabadsag ter 7-9, Bank Center, Granite Tower

     

1944 Budapest, HUNGARY

  

Tel.  361-475-4626
The hard copies of applications and modifications thereof shall be submitted in sealed envelopes or packages addressed to the office specified above, with the RFA number, the name and address of the applicant, and whether the contents contain technical and/or cost applications noted on the outside of the envelopes/packages. Applications must be in English language.

To be eligible for award, the application should be prepared according to the structural format set forth below in (2) Technical Application Format and (3) Cost/Business Application Format.  Applications which are received late or are incomplete run the risk of not being considered in the review process. Late applications will be considered for award only if the Agreement Officer determines it is in the Government’s interest. 

USAID will consider only applications conforming to the format prescribed below.  All applications received by the closing date and time on the cover letter will be reviewed for responsiveness and programmatic merit in accordance with the specifications outlined in these guidelines and the application format. Section B addresses the selection criteria and procedures for the applications.  As part of the application, applicants shall acknowledge receipt of any amendment to this RFA by signing and returning the amendment with the application.  

Applicants who include data that they do not want disclosed to the public for any purpose or used by the U.S. Government except for evaluation purposes should:

(a) Mark the title page with the following legend:

"This application includes data that shall not be disclosed outside the U.S. Government and shall not be duplicated, used, or disclosed - in whole or in part - for any purpose other than to evaluate this application.  If, however, a grant is awarded to this applicant as a result of - or in connection with - the submission of this data, the U.S. Government shall have the right to duplicate, use, or disclose the data to the extent provided in the resulting grant.  This restriction does not limit the U.S. Government's right to use information contained in this data if it is obtained from another source without restriction. The data subject to this restriction are contained in pages TBD”; and

         

(b) Mark each sheet of data it wishes to restrict with the following legend:

"Use or disclosure of data contained on this sheet is subject to the restriction on the title page of this application."

2. 
TECHNICAL APPLICATION FORMAT 

Technical applications must not exceed 30 pages, utilizing Times New Roman 12-font size, single spaced, typed in standard 8 ½”x11” paper size with one-inch margins both right and left, and each page numbered consecutively. Cover letter, dividers, table of contents, annexes (e.g performance monitoring and evaluation plan, personnel resumes, past performance information, certificates, forms, etc) will not count toward the page limitation. Any pages that exceed the page limitation will not be furnished to the Evaluation Committee. There is no page limit on attachments or cost application.  

The technical application will have more significant importance than cost application in the selection of a successful applicant. It should demonstrate the applicant's capabilities and expertise with respect to achieving the goals of this program.  Therefore it should be specific, complete and presented concisely.  It should take into account and be arranged in the order of the technical evaluation criteria specified in Section B. 

Application Contents: The technical application, at a minimum, shall contain the following: 

A. Cover Page: A single page with the program title and RFA number, the names of the organizations/institutions involved, and the lead or primary Applicant clearly identified.  Any proposed sub grantees (or implementing partners) should be listed separately. In addition, the Cover Page should provide a contact person for the prime Applicant, including this individual’s name (both typed and his/her signature), title or position with the organization/institution, address, telephone and fax numbers and e-mail address.  State whether the contact person is the person with authority to contract for the Applicant, and if not, that person should also be listed with contact information.  If applicable, the TIN and DUNS numbers of the Applicant should also be listed on the cover page.

B. Table of Contents: Listing all parts of the technical application, with page numbers and attachments.

Following are more detailed instructions on the two technical application sections:

C. Executive Summary (not to exceed 2 pages): Briefly describe technical and managerial resources of the Applicant. Briefly describe the proposed goal, purposes, key activities and anticipated results. Describe how the overall program will be managed.  

D. Technical Approach Section:

In this section, applicants are not to merely repeat what is already described in this RFA. Applicants should focus on describing how they propose to achieve the program objective(s) and how the program will make a significant contribution towards achieving the strategic objectives and areas for action identified in the program description.  Applicants shall elaborate in their technical approach the most effective way to develop and realize the objectives of this project including the reasonable course of action and tasks that are relevant to the current needs of Bosnia and Herzegovina.  Applicants are expected to provide a thorough and concise analysis of targeted sector.  They should present a convincing and compelling articulation of their technical approach.  

At a minimum, the approach shall address the following: 

· Discussion on sector constraints and opportunities; 

· Results and interventions they believe should be prioritized and why;

· Describe how SIM will affect the BiH’s alignment with the EU accession requirements; 
· Discussion of the concrete proposed results and how they will be achieved; 
· Discussion on the coordination with other relevant USAID activities. Applicants should provide specific examples on how to capitalize on possible synergies with other USAID implementing partners, and therefore strengthen the impact of SIM project.
· Discussion on how the Grant Fund  will be structured and utilized;

· Strategy for the phase-out and sustainability of project activities and impact;
· Substantive attention on how they will incorporate any significant gender considerations and other cross-cutting themes under the USAID Mission Strategy into the implementation of the program.
· Timeline for implementation.
· Plan for effective rapid launch of activities.
As an annex to this section, applicants shall submit a draft Performance Monitoring and Evaluation Plan (PMEP).  The plan must explain how the applicant proposes to monitor the program and assess program impact.  The PMEP must include results, indicators, targets, consisting of data sources, frequency of data collection, collection methods, data verification, and responsible parties of data collection, baseline information, and benchmarks.  The applicant must discuss the ways in which the collection, analysis and reporting of performance data will be managed under the project.  All data collected must be disaggregated.  In designing the overall PMEP, applicants should consider the human and financial resources necessary for its implementation.

It is the applicant’s responsibility to ensure that all costs related to the implementation of the PMEP are included in the cost proposal.

E.  Management Approach:

This section shall address the following:

Composition and organizational structure of the proposed project team and a description of each long-/short-term key or non-key team member’s role, technical expertise, estimated amount of time to be devoted to the activity for each person, and how the structure will ensure program effectiveness and efficiency, in order to achieve maximum benefits and results at minimum cost. This shall also explain partners, and effective management systems and procedures for personnel, sub-contracts, commodities, training and information technology solutions. Within the management approach, Applicants should demonstrate: 
· Utilization of Bosnian professionals for country project staff; and
· Capability to mobilize short-term technical assistance in areas that are within and those not included in the illustrative areas of technical assistance.

F.  Key Personnel Qualifications and Experience

The Applicants shall propose key personnel to include a Chief of Party and two Local Professionals, one for broadcast media and one for print media.  

Chief of Party: should have 15 years of progressively responsible media development experience.  Previous experience as a proactive COP with a strong reputation for developing excellent collaborative working relationships with counterparts, other Applicants and international organizations and donors.  Long-term, overseas media development experience preferably in Eastern Europe, Balkans, and/or Former Soviet Union.  Candidate must have a successful track record in supervising, designing, managing, and implementing technical assistance for donor-funded media projects and proven ability to develop and monitor work plans, training plans, and procurement plans; manage a large national staff and international consultant teams; manage grants; and ensure quality and timely project reporting. 
Local Professionals: The two Local Professionals should each have 10 years of relevant experience in their respective sector.  Experience in the areas such as journalism training, newsroom management, content development and production, media business development, association development, regulation and self-regulation principles, media law and regulation, and new media technologies.  Demonstrated commitment to media professionalism and pluralism required.  Demonstrated ability to design and deliver effective capacity building programming and/or professional consultations in one or more of the mentioned areas of media sector support.  
For each of the three proposed individuals, Applicants shall describe the relevant experience in similar complex media programs particularly in Southeast Europe, education and additional qualifications, demonstrated effective interpersonal skills, creative problem-solving and ethical management; and a rationale for choosing the selected individual.  
As an annex to this section, applicants shall submit resumes for key personnel. The resumes must be no more than two pages each and should include at least three professional references with current telephone numbers or email addresses for each reference. Each résumé shall be accompanied by a SIGNED letter of commitment from each candidate indicating his/her (a) availability to serve in the stated position on a specific date and for a definitive term of service and (b) agreement to the compensation levels as set forth in the cost proposal. Please note that documentation that reflects an “exclusive” relationship between an individual and an applicant is not requested and should not be submitted.
G.
Experience and Past Performance: 
This section shall address the following:

a) Given the focus on introducing new media technology, and the political sensitivities in the media sector, this project shall be implemented through a U.S. organization with proven experience with new media technology and in working in similar political environments. Therefore, Applicants must offer evidence of their technical and managerial resources and expertise (or ability to obtain such) in program management, grants management, and experience with similar programs in the past.  If an organization is proposing to use partners, it should provide the same information for partnering organizations that will be directly involved in program implementation.  Information in this section should include (but is not limited to) the following information:

· Brief description of organizational history and experience.

· Examples of accomplishments in developing and implementing similar programs.

· Relevant experience with proposed approaches.

· Institutional strength as represented by breadth and depth of experienced personnel in project relevant disciplines and areas.

b) Describe all contracts, grants, and cooperative agreements which the organization, both the primary Applicant as well as an substantive sub-grantee, has implemented involving similar or related programs over the past three years.  Please include the following information:  

a. Name and address of the organization for which the work was performed; 

b. Current telephone number and email address of responsible representative from the organization for which the work was performed; 

c. Contract/grant name and number (if any), annual amount received for each of the last three years and beginning and end dates; 

d. Brief description of the project/assistance activity.

3. 
COST/BUSINESS APPLICATION FORMAT

The Cost/Business Application is to be submitted under separate cover from the technical application.  

The following sections describe the documentation that applicants for an Assistance award must submit to USAID prior to award.  While there is no page limit for the cost application, applicants are encouraged to be as concise as possible, but still provide the necessary detail to address the following:

A. Include a budget with an accompanying budget narrative which provides in detail the total costs for implementation of the program your organization is proposing. The budget narrative must provide detailed budget notes and supporting justification of all proposed budget line items.  It must clearly identify the basis of all costs, such as market surveys, price quotations, current salaries, historical experience, etc.  A summary of the budget must be submitted using Standard Forms 424, 424A and 424B, that are available to download at: http://www.grants.gov/agencies/approved_standard_forms.jsp 



Standard Form 424: www.grants.gov/techlib/SF424-V2.0.pdf ;




Standard Form 424A:http://www.grants.gov/techlib/SF424A-V1.0.pdf;



Standard Form 424B: http://www.grants.gov/techlib/SF424B-V1.0.pdf
The full budget must include:

1. The breakdown of all costs associated with the program according to costs of, if applicable, headquarters, regional and/or country offices;

2. The breakdown of all costs according to each partner organization involved in the program.; 
3. The costs associated with external, expatriate technical assistance and those associated with local in country technical assistance;

4. Potential contributions of non-USAID or private commercial donors to the expected Cooperative Agreement; if any

5.  The name (if identified), annual salary, and expected level of effort of each candidate named and charged to the activity. Provide annual salary history for at least the three most recent years for all identified and proposed long-/short-term key and non-key personnel;   
6. If not included in an indirect cost rate agreement negotiated with the U.S. Government, the applicable fringe benefit rates for each category of employees, and an explanation of the benefits included in the rate;

7. Breakdown of allowances by specific type and by person;  

8. Travel, per diem and other transportation expenses detailed to include number of international trips, expected itineraries, number of per diem days and per diem rates;

9. All equipment proposed to be purchased; and
10. Financial plans for all proposed sub-grants and subcontracts, and they must have the same format and level of detail as those of the applicant.

B. A current Negotiated Indirect Cost Rate Agreement (NICRA); 

Applicants who do not currently have a Negotiated Indirect Cost Rate Agreement (NICRA) from their cognizant government agency shall submit the following information:

· Copies of the applicant's financial reports for the previous 3-year period, which have been audited by a certified public accountant or other auditor satisfactory to USAID;

· Projected budget, cash flow and organizational chart; and
-     A copy of the organization's accounting manual.

C. Required Certifications and Representations, included in Section D Certifications, Assurances and Other Statements;

D. Details regarding the level of cost share your organization is proposing for this activity.  Cost sharing may be proposed from any available and interested local and international funding sources, including but not limited to, government and public institutions, individuals, corporations, NGOs, and foundations.  
E. Applicants should submit any additional evidence of responsibility deemed necessary for the Agreement Officer to make a determination of responsibility.  The information submitted should substantiate that the Applicant:

1. Have adequate financial, management and personnel resources and systems, or the ability to obtain such resources as required during the performance of the award.

2. Has the ability to comply with the award conditions, taking into account all existing and currently prospective commitments of the applicant, nongovernmental and governmental.

3. Has a satisfactory record of performance.  Past relevant unsatisfactory performance is ordinarily sufficient to justify a finding of non-responsibility, unless there is clear evidence of subsequent satisfactory performance.

4. Has a satisfactory record of integrity and business ethics; and

5. Is otherwise qualified and eligible to receive an award under applicable laws and regulations (e.g., EEO).

F. Applicants that have never received a grant, cooperative agreement, or contract from the U.S. Government are required to submit a copy of their accounting manual.  

G. Certificate of Compliance: Submit a copy of your Certificate of Compliance if your organization's systems have been certified by the USAID/Washington's Office of Acquisition and Assistance (M/OAA).  

The following information should be taken into consideration when developing the budget:

Direct Labor - Direct salaries and wages for each year of the Agreement shall be in accordance with the organization’s established personnel policies and the applicable cost principles. To be considered adequate, the policies must be in writing, applicable to all employees of the organization, be subject to review and approval at a high enough organizational level to assure its uniform enforcement, and result in costs which are reasonable and allowable in accordance with applicable cost principles. The narrative should include a level of effort analysis specifying personnel, rate of compensation, and amount of time proposed. Anticipated salary increases during the period of the Agreement should be included.

Additional Requirements for Personnel Compensation

a. Limitations

(1) Salaries and wages must be reflective of the “market value” for each position. Salaries and wages may not exceed the Applicant’s established policy and practice, including the Applicant’s established pay scale for equivalent classifications of employees, which shall be certified to by the Applicant. No individual salary or wage may exceed the employee’s current salary or wage, or the highest rate of annual salary or wage received during any full year of the immediately preceding three (3) years without the approval of the Agreement

Officer.

(2) Base pay, or base salary, is defined as the employee’s basic compensation (salary) for services rendered. Taxes which are a responsibility or liability of the employee are inclusive of, and not additive to, the base pay or salary. The base pay excludes benefit and allowances, bonuses, profit sharing arrangements, commission, consultant fees, extra or overtime payments, overseas differential or quarters, cost of living or dependent education allowances, etc.

(3) This USAID-funded program implemented under the anticipated Cooperative Agreement will be for an estimated period of performance of five (5) years; also referred to as the Award Period. Unless the Applicant/Grantee demonstrates otherwise to the USAID Agreement Officer’s satisfaction, Cooperating Country Nationals (CCNs) employed by the Applicant/Recipient solely to work under the USAID-funded program under this Agreement are considered by USAID as employed by the Applicant/Recipient for a specified period not to exceed the Agreement Period. This provision shall be interpreted in accordance with applicable cost standards including OMB Circular A-122 (Cost Principles for Non-Profit Organizations) and OMB Circular A-21 (Cost Principles for Educational Institutions), as applicable, including, but not limited to Selected Items of Cost - Compensation for Personal Services, and 22 CFR 226.

b. Annual Salary Increases

International Staff: One annual salary increase of not more than 5% (including promotional increase) may be granted after the employee’s completion of each twelve months of satisfactory services under the USAID award.

CCN Staff: One annual salary increase of not more than 5% (includes promotional increase) may be granted after the employee’s completion of each twelve months of satisfactory services under the USAID award.

Fringe Benefits - If accounted for as a separate item of cost, fringe benefits should be based on the Applicant’s audited fringe benefit rate, supported by a Negotiated Indirect Cost Rate Agreement (NICRA) or historical cost data. If the latter is used, the narrative should include a detailed breakdown comprised of all items of fringe benefits (e.g. health and life insurance, FICA, etc.) and the costs of each, expressed in dollars and as a percentage of salaries.

Supplies and Equipment - Differentiate between expendable supplies and nonexpendable equipment (NOTE: Equipment is defined as tangible nonexpendable personal property including exempt property charged directly to the award having a useful life of more than one year and an acquisition cost of $5,000 or more per unit,

unless the Applicant’s established policy establishes nonexpendable equipment anticipated to be required to implement the program, specifying quantities and unit cost.)

Allowances, if any, must be broken down by specific type and by person and must be in accordance with the Applicant’s established policies.

Travel and Per Diem - The narrative should indicate the purpose of trip(s), number of trips, domestic and international, and the estimated unit cost of each. Specify the origin and destination for each proposed trip, duration of travel and number of individuals traveling. Proposed per diem rates must be in accordance with the

Applicant’s established policies and practices that are uniformly applied to federally financed and other activities of the Applicant.

Other Direct Costs (ODC) - ODC’s could include any miscellaneous costs such as communications, report preparation costs, passports, visas, medical exams and inoculations, insurance (other than the Applicant’s normal coverage), etc. The narrative, or supporting schedule, should provide a complete breakdown and support

for each item of other direct costs.

Proposed (Sub) contracts/agreements - Applicants who intend to utilize subcontractors or sub recipients should indicate the extent intended and a complete cost breakdown, as well as all the information required herein for the Applicant. Extensive (sub) contract/agreement financial plans should follow the same cost format as submitted by the Applicant.
An award shall be made only when the Agreement Officer makes a positive determination that the applicant possesses, or has the ability to obtain, the necessary management competence in planning and carrying out assistance programs and that it will practice mutually agreed upon methods of accountability for funds and other assets provided by USAID.  For the organizations that are new to USAID, or organizations with outstanding audit findings, it may be necessary to perform a pre-award survey. The cost/business applications of all applicants submitting a technically acceptable application will be evaluated by the Agreement Officer for general reasonableness, cost realism, allowability and allocability.
4. 
COOPERATIVE AGREEMENT AWARD

The Government may award a cooperative agreement resulting from this RFA to the responsible applicant(s) whose application(s) conforming to this RFA offers the greatest value (see Section B of this RFA). The Government may (a) reject any or all applications, (b) accept other than the lowest cost application, (c) accept more than one application, (d) accept alternate applications, and (e) waive informalities and minor irregularities in applications received.

The Government may award a cooperative agreement on the basis of initial applications received, without discussions or negotiations.  Therefore, each initial application should contain the applicant's best terms from a cost and technical standpoint. As part of its evaluation process, however, USAID may elect to discuss technical, cost or other pre-award issues with one or more applicants.  Alternatively, USAID may proceed with award selection based on its evaluation of initial applications received and/or commence negotiations solely with one applicant. 

Awards will be made to responsible applicants whose applications offer the greatest value, cost and other factors considered.  Applicants are specifically advised that until an executed document is received and duly signed by an Agreement Officer, no program expenditures will be paid by USAID/Bosnia and Herzegovina.

In the event of an inconsistency between the documents comprising this RFA, it shall be resolved by the following descending order of precedence:

     

(a)  Section B - Selection Criteria;

    

(b)  Section A – Instructions for Application Format;

    

(c)  Section C - The Program Description;

   

(d)  Cover Letter.

A written award mailed or otherwise furnished to the successful applicant(s) within the time for acceptance specified either in the application(s) or in this RFA (whichever is later) shall result in a binding cooperative agreement without further action by either party.  Before the application's specified expiration time, if any, the Government may accept an application, whether or not there are negotiations after its receipt, unless a written notice of withdrawal is received before award. Negotiations or discussions conducted after receipt of an application do not constitute a rejection or counteroffer by the Government.

Neither financial data submitted with an application nor representations concerning facilities or financing, will form a part of the resulting cooperative agreement unless explicitly stated otherwise in the agreement.

To be eligible for award of a cooperative agreement, in addition to other conditions of this RFA, organizations must have a politically neutral humanitarian mandate, a commitment to non-discrimination with respect to beneficiaries and adherence to equal opportunity employment practices.  Non-discrimination includes equal treatment without regard to race, religion, ethnicity, gender, and political affiliation.

Applicants are reminded that U.S. Executive Orders and U.S. law prohibits transactions with, and the provision of resources and support to, individuals and organizations associated with terrorism.  It is the legal responsibility of the recipient to ensure compliance with these Executive Orders and laws.  This provision must be included in all subcontracts/sub-awards issued under the cooperative agreement.

Foreign Government Delegations to International Conferences: Funds in the cooperative agreement may not be used to finance the travel, per diem, hotel expenses, meals, conference fees or other conference costs for any member of a foreign government's delegation to an international conference sponsored by a public international organization, except as provided in ADS Mandatory Reference "Guidance on Funding Foreign Government Delegations to International Conferences http://www.info.usaid.gov/pubs/ads/300/refindx3.htm or as approved by the Agreement Officer.

5.
AUTHORITY TO OBLIGATE THE GOVERNMENT

The USAID Agreement Officer is the only individual who may legally commit the Government to the expenditure of public funds.  No costs chargeable to the proposed agreement may be incurred before receipt of either a fully executed Agreement or a specific written authorization from the Agreement Officer.

(END OF SECTION A)
SECTION B - SELECTION CRITERIA
The criteria presented below have been tailored to the requirements of this particular RFA.  Applicants should note that these criteria serve to: 

(a) identify the significant matters which applicants should address in their applications, and 

(b) set the standard against which all applications will be evaluated.  

The technical applications will be evaluated in accordance with the Technical Evaluation Criteria set forth below. Applicants shall organize the narrative sections of their technical applications in the same order as the selection criteria. Technical evaluation of applications will be based on the extent and appropriateness of proposed approaches and feasibility of achieving the strategic objectives, in accordance with the following criteria.

If award is not made on the initial applications, USAID may request clarification and supplemental materials from applicants whose applications have a reasonable chance of being selected for award.  The entry into discussion is to be viewed as part of the evaluation process and shall not be deemed by USAID or the applicants as indicative of a decision or commitment upon the part of USAID to make an award to the applicants with whom discussions are being held.

I.         TECHNICAL EVALUATION CRITERIA 

A technical evaluation committee, using the criteria shown in this Section, will score technical Applications.  The criteria set forth will serve as the basis for evaluating the technical Applications.  The various functional elements of the technical criteria are assigned weighted scores, so that the Applicants will know which areas require emphasis in the preparation of Applications.  Where technical Applications are considered essentially equal, cost may be determining factor. Applicants should note that these criteria:

(1) Serve as the standard against which all Applications will be evaluated; and

(2) Serve to identify the significant matters which Applicants should address in their Applications.

The relative importance of each criteria is indicated by the number of points assigned; a total of 100 points is possible.  
	Technical Evaluation Criteria 
	Weight

	Technical Approach
	35 points

	Management Approach 
	15 points

	Key Personnel Qualification and Experience
	30 points

	Experience and Past Performance 
	20 points

	Total Possible Technical Evaluation Points 
	100


a)
Technical Approach 
(35 points)

The Technical Approach will be evaluated based upon: demonstrated understanding of the media context in Bosnia and Herzegovina, technical soundness, feasibility, ambitiousness, innovation and efficiency, results orientation, measurement of results, and strategic use of resources.  Applicants will be evaluated on their technical approach in accordance with the following sub-criteria which are weighted as indicated below:
         i)
 Proposed Approach (25 points) 
The extent to which the Application demonstrates a clear understanding of the development challenge; a convincing technical approach to address the challenge; a compelling set of components, activities and critical tasks to strengthen the Bosnia and Herzegovina alignment in targeted sub-sectors with EU alignment.  
The extent to which the proposed approach outlines all activities showing technical soundness, feasibility, ambitiousness, innovation, impact, efficiency, sustainability, results orientations, measurement of results and strategic use of resources, and how the expected results will be achieved.  

The extent to which cross-cutting issues including gender and minority issues are identified and addressed within the approach.

       ii)
Performance Monitoring Plan (10 points)

The extent to which the required Performance Monitoring Plan presents the results to be achieved, with associated indicators and targets, as well as data collection and analysis approach, consisting of data sources, frequency of data collection, data verification, compliance with data quality standards, and responsible parties for data collection. 

b)
Management Approach   (15 points)

The extent to which the proposed management approach demonstrates a logical and efficient use of resources to successfully achieve the objectives and purpose of the project.  The management approach will be evaluated based upon: feasibility and soundness in terms of achieving project purpose and results; strategic and efficient use of resources; use of local professionals (including transfer of skills and knowledge); use of local organizations, and/or grantees; demonstrated capacity to rapidly mobilize short-term technical assistance (including those that are not within planned component areas). 

c)  
Personal Qualifications and Experience  (30 points)
Applicants will be evaluated based on the demonstrated relevant experience, education, qualifications and capability of the proposed key personnel to carry out the activity in accordance with the following sub-criteria which are weighted equally: 

a) Demonstrated capability, experience, education and qualifications of proposed Chief of Party. (15 points)  
b) Demonstrated capability, experience, education and qualifications of other key personnel. (15 points) 
d)
Applicant Experience and Past Performance (20 points)

a) The Applicant’s technical and managerial resources and expertise in program management, grants management and training and its experience in managing similar programs in the past. (10 points)

b)Past performance of the primary Applicant and sub-grantee(s) in implementing similar or related programs over the past three years. (10 points)

II.
COST EVALUATION 

Cost has not been assigned a weight but will be evaluated for realism, reasonableness, allowability, allocability, and cost effectiveness. The pre-award evaluation of cost effectiveness will include an examination of the application’s budget detail to ensure it is a realistic financial expression of the proposed project and does not contain estimated costs which may be unreasonable or unallowable. Applications that have more efficient operational systems that reduce operation costs will be more favorably considered.
Cost sharing will be evaluated on the level of financial participation proposed and the added value it represents to the program.  As technical scores converge, applications that maximize direct activity costs including cost sharing and that minimize administrative costs will be more favorably considered. Other considerations are the completeness of the application adequacy of budget detail and consistency with elements of the technical application.  In addition, the organization must demonstrate adequate financial management capability, to be measured by a responsibility determination. 

Notes on Cost Sharing:

a. Cost share is defined by USAID as “contributions, both cash and in-kind, which are necessary and reasonable to achieve program objectives and which are verifiable from the recipient’s records.” Please take note of the provision on cost-sharing in 22 CFR 226.23.

b. The minimum requirement for cost sharing under this RFA is 15% of the total costs. USAID requires applicants to demonstrate their commitment to program success by addressing the requirement for cost-sharing.  USAID policy is that cost sharing is an important element of the USAID-recipient relationship. 

III.
BEST VALUE DECISION

Award will be made to the Applicant whose application offers the best value to the Government. Best value is defined as the expected outcome of a procurement that, in the Government’s estimation, provides the greatest overall benefit in response to the requirement.

For this RFA, technical proposal merits are considered significantly more important than cost relative to deciding which Applicant best might perform the work. Cost realism and reasonableness, as well as the amount of cost sharing, will however be important criteria and may be the determining factor in the event that the applications receiving the highest ratings are closely ranked. Therefore, after the final evaluation of the application, the Agreement Officer will make the award to the Applicant whose application offers the best

value to the Government considering both technical and cost factors.

Other areas of review and discussion will vary according to the circumstances pertaining to the application; however, the following is common area that requires discussion and agreement prior to award:

IV.
Branding Strategy and Marking Plan.  

The organization will be requested to propose a branding strategy and marking plan which provides for appropriate acknowledgement of USAID support, it will specifically focus on the “Improve state regulatory bodies and self-regulation of traditional media” and “Strengthen the media industry associations” components of the project.  In terms of the “Support the quality and growth of new media outlets and sources” and “Build the quality of investigative reporting” components. THE APPLICANTS may request a presumptive exemption to marking requirements established in 22 CFR 226.91.  More information on Branding strategy and Marking plan are available at http://www.usaid.gov/branding/assistance.html. 

The branding strategy and marking plan will become material element of the cooperative agreement.  Information on USAID’s branding “assistance” applies to this RFA.  ADS Chapter 320 sections ADS concerning “acquisition” do not apply to this RFA.  ADS Chapter 320 can be found on USAID website: http://www.usaid.gov/policy/ads/300/320.pdf.

(END OF SECTION B)
SECTION C – PROGRAM DESCRIPTION

I.  PROGRAM OBJECTIVE

The key objectives of the activity are to:

(1) Promote national cohesion and inter-ethnic trust, 
(2) Create a more supportive environment for the work of journalists throughout BiH, 
(3) Provide reliable information to BiH citizens through both traditional and alternative sources of information, and 
(4) Strengthen the ability of people to hold the government accountable.

II. INTRODUCTION AND PROGRAM STATEMENT

Background

Since the end of the war in 1995, the international community has attempted to develop an independent local media along with the legal and institutional framework necessary to protect and preserve that independence.  A number of governments have invested significant sums of money to support the establishment of both private and public print and broadcast media and related bodies in BiH over the past decade.  The USG, through USAID, invested approximately $40 million between 1996 and 2007, while, collectively, international donors provided over $100 million in total.  In 2006, when USG assistance to media ended, it appeared that significant impact had been achieved in the media sector, including sustainable private media, independently regulated public media, a stronger enabling environment that guarantees the legal rights of journalists, and institutions that advocate for the interests of the sector. As a result of these achievements, numerous donors slowly withdrew from the sector.  The last USAID stand-alone media project was completed in December 2006.

Since the failure of constitutional reforms in April 2006, the political situation in Bosnia and Herzegovina has become increasingly polarized.  The relations between leading political elites in the two entities (Federation of BiH and Republika Srpska) and the three ethnic groups (Bosniaks, Croats, and Serbs) are at the lowest level since the Dayton agreement.  There is a returning trend of authoritarian politics, and authoritarian political culture in general, clearly visible in the systematic attempts of politicians to curb and eliminate crucial democratization achievements of last ten years.  
Progress in media sector 

The past decade of BiH media sector development has shown visible results.  The development of the Communications Regulatory Agency (CRA) as a transparent and balanced authority in the field of broadcast regulation has been generally considered a success, as outlined in the Nations in Transit’s and Media Sustainability Index’s reports.  The CRA has been praised for setting standards for radio and television journalistic conduct despite initial concerns that the imposition of a code of conduct (and associated penalties for violations of the code) would lead to editors limiting journalists’ investigative risks.  In addition, given that BiH never had a non-governmental press regulatory body, the creation of the Press Council, the self-regulating body for print media, is also a positive step forward, aligning BiH with other democratic Western European countries.  In terms of industry associations, the journalists’ association BH Novinari has unified three previously separate journalists’ associations, and established itself as the most respectable journalist association in BiH engaged in active protection of journalists’ rights. 
As for business development, the broadcast media sector has shown considerable progress over the several past years, with leaders emerging in both radio and television that prove success comes from implementation of proven, modern media management strategies.

Development Challenges

Despite this progress, problems within the sector remain and are increasing.  The electronic media market still remains over-saturated (45 TV stations, 144 radio stations and 6 public broadcasting stations) with no market correction expected to occur soon.  Print media may have made the least progress over the past few years with issues of poor journalistic quality and struggling financial viability due to low circulation.  In addition, the independence of print journalism is threatened particularly through economic coercion, where firms (and their political or religious support structures) threaten to pull advertising accounts if newspapers or magazines publish (or fail to publish) articles in accordance with their wishes.  BiH has an advanced legal system, at least on paper, governing freedom of the media.  Laws in both entities have decriminalized libel and defamation since 2001 and 2002, respectively, and a Freedom of Information Act is in place.  However, the media are still hampered by the continuing post-war reconciliation process, ethnic divisions within the state, and a recovering economy.  

In addition, the media have started again to reinforce ideological and ethnic divisions.  Currently, the BiH media market has clearly defined constituents.  The Republika Sprska (RS) media, with a few exceptions, have lined up with the ruling party to become part of an aggressive propaganda mechanism.  Those who are not part of this active and orchestrated effort are under constant pressure and labeled as traitors of the RS and Serb interests.  In the Federation, which has more dispersed political interests, the media scene is less uniform, but still politically oriented.  A number of outlets have made strong alliances with religious, political, and even criminal circles, often strongly campaigning on their behalf.  A minority of the media outlets try to work professionally and focus on independent investigations, resulting in threats, aggressive campaigns and discrediting attacks.  

In the past year, political bodies openly began engaging the media to promote their political agendas.  One of the most dramatic examples of this is the RS government boycott of the public broadcaster BHT1 in January 2008.  In this case, officials refused to speak to BHT1 journalists in retaliation for what they considered to be poor coverage of RS authorities.  The boycott was supported by various pro-government public and private entities in the RS, mainly those who support the official politics of ruling SNSD party and RS Prime Minister, such as Glas Srpske.  However, others, such as Transparency International, saw it as extreme, unfounded and illegal, because RS officials had not attempted legitimate methods of protesting editorial policy, such as filing grievances to the Communications Regulatory Agency (CRA).  Following the boycott, it became clear that it was part of broader attempts to undermine BHT1 as a state-level institution. 

With increasing pressure from political, economic and criminal lobbies and frequent attacks on journalists, the media sector is vulnerable to misuse and manipulation.  As a result, journalistic standards are decreasing, and self-censorship and corruption among journalists is increasing.  From 2007 to 2008, BiH’s overall score on the IREX-sponsored Media Sustainability Index (available at: http://www.irex.org/msi/ ) declined noticeably, from 2.90 to 2.64.  Although the scores for the objectives of free speech and plurality of news sources held firm, the scores for the areas of business management, supporting institutions and professional journalism all fell, with the professional journalism score falling the most from 2.65 to 2.25.  Although compared to 2008, 2009 overall evaluation has risen slightly from 2.64 to 2.81; individually there was a slight drop in Objective 1, freedom of speech due to a decrease in broadcast licensing and increasing attacks on journalists.  This drop in Objective 1 and apparent trends toward politicization are worrisome and, if continued, may have a more dramatic impact on the other objectives in the coming years. The downward trend continues in MSI 2010. 
Freedom House’s Nations in Transit 2009 report, (available at:       http://www.freedomhouse.org/template.cfm?page=17) also concluded that “The media environment is shaped by ethnic divisions as well as alliances with political circles and business interests.  Such special interests continued to influence reporting and editorial independence.  The year featured notable attempts to exert influence on the electronic media, which had generally been less subject to ethnic and political bias than the print media.  These developments, combined with additional threats to journalists, have led to a worsening of the independent media rating from 4.25 to 4.50.”
Attacks on the media have been rapidly increasing and have become more violent.  From 2007 to 2008, registered cases of attacks on journalists increased almost four-fold from 15 to 57 attacks (source: BiH Journalists Help Line).  In addition to the increase in the number of attacks, the attacks became more brutal, their impact was longer lasting, and specific media houses and institutions, considered as most reliable, independent and credible, were particularly attacked (including BHT1, ‘60 minutes’, Federation TV, CRA, daily newspaper Oslobodjenje, Independent television Hayat).  The first months of 2009 were marked by brutal campaigns against journalists who reported about corruption in business and religious circles.  Of particular concern was the fact that these attackers were (and still are) most often political, public and/or religious officials, police officers, and successful business leaders close to political and economic lobbying groups.  Due to the importance of the positions they hold, these individuals should have a better understanding of the role of an objective, professional media, as well as journalists’ rights.  

BiH is facing a rapid return of ethno-nationalist rhetoric in the political and media environments, and in the public sphere in general, which is reversing post-war reconciliation efforts.  Many media outlets amplify this political rhetoric of intolerance, which has made constructive or cooperative dialogue difficult.  Media outlets and journalists that have chosen a different course are constantly undermined.  The country is in a political crisis with unpredictable outcomes.  A downward spiral is now in effect, as the media echo this nationalistic rhetoric, resulting in an increase in hate speech, a decrease in professionalism, and the hollowing-out of ethical standards.  This causes further self-censorship and a return to ‘patriotic journalism,’ which serves only the interests of certain political, religious and criminal lobbies.  

In addition, the influence of stations from neighboring countries is still present, as these stations broadcast their programs into BiH either through spill-over effect or through cable operators.  In an ethnically separated BiH society, the messages from the “mother” countries of Croatia and Serbia are more appealing, relevant, and politically correct than those of BiH public broadcasters.  This further divides BiH society.

Rationale
The assumptions of the May 2007 Democracy and Governance (DG) Assessment, (see attachment 1 or link under Section E “Annexes”) about the sector proved to be largely premature, as the past few years have seen the resurgence of entrenched political polarization in the media.  The current political, economic and social tensions in BiH have resulted in a media sector that, for the most part, is deprived of serious investigative journalism, affiliated with oligarchs and mafias, and overwhelmed by nationalist, self-censored reporting.  Specifically, the anticipated consolidation of BiH media has not occurred, media (particularly print) have become highly politicized based on economic survival, the Communications Regulatory Agency (CRA) is being systematically weakened by State-level government, and the planned single, economically viable Public Service Broadcast (PSB) corporation is a distant reality.  As a result, public support for independent media is waning.  With political uncertainty facing the country, strengthening the objectivity of the media is crucial for BiH’s stability, particularly given the media’s power to impact political developments and the need to avert an increase in tensions.  
To respond to these increased threats to the media independence and pluralism in BiH, this SIM activity proposes to halt backsliding in the media sector and to enable the media to effectively promote democracy and stability in BiH.  Activities under this SIM Project should build on the work currently undertaken under two media projects that began in 2009: the Support to Media Sector (SMS) Project aimed to raise the credibility of media institutions and strengthen the mechanisms for protection of freedom of speech and journalists rights, and the Web Portal Project www.zurnal.info , an online news aggregator aimed to offer an alternative source of information, both designed for a two-year period to end in September 2011 and April 2010, respectively.  
III. SUPPORTING ANALYSES AND CONSULTATION PROCESS

In February 2009, USAID conducted an assessment of the present situation of the BiH media environment.  The purpose of the assessment was twofold: (1) to examine the current state of the media sector in BiH, its role in influencing political developments, and in promoting tolerance and/or intolerance in BiH society; and  (2) to offer program options, one at a relatively low budget level and another at a relatively high budget level.  The activities in this Program Description (PD) follow the recommendations of this assessment.  Specifically, the activities in this project support the following recommended areas for intervention: 
a) reverse declines in state and self-regulation of traditional media, 
b) strengthen the media industry associations to protect independence and strengthen freedom of speech and freedoms of journalists, 
c) counter the growth of politico-economic control of the media, and 
d) build public trust in the independence and value of objective media.  
IV. RELATIONSHIP TO OTHER USG PROGRAMS
This SIM project would complement other USG programs that support the strengthening of BiH as a democratic society and a culture of tolerance.  Generally, this new media program will support USAID civil society efforts by creating a better enabling environment for media to work in and by strengthening specific media organization partnerships that could be used under the civil society program as well. Specifically, the program would complement USAID Civic Advocacy Partnership Program II (CAPP II) that strengthens citizen oversight over the legislative and executive branches.  Part of CAPP II promotes closer cooperation of Bosnian NGOs and media outlets to increase public awareness of specific issues and gain public support for civic actions.  This cooperation focuses on specific issues of anti-corruption, spending of public funds, employment of marginalized groups, constitutional reforms and other issues.  This program will also CONSIDER continue assistance to the web portal whose start up was supported by CAPP II project and the ongoing activity for Support to Media Sector (SMS) Project.  

This SIM project will be implemented in close cooperation with the Embassy’s Office of Public Affairs.  The results of the project will contribute to OPA’s efforts to use the professional local media to communicate to the people of BiH the United States foreign policy priorities.  SIM project will also contribute to OPA’s Democracy Commission Small Grants Program which supports initiatives that contribute to more open and competitive political and economic systems, and the protection of human rights.  Enhancing the independence and credibility of the media outlets will increase citizens’ awareness of the most important political and economic trends in BiH, and increase accountability and responsiveness among local officials.  
V. OTHER DONOR PROGRAMS IN THE MEDIA SECTOR
After more than decade of extensive and costly assistance to Bosnian media, the international community has dramatically reduced its level of intervention and funding to the sector.  This reality has been generally accepted by the media as a natural next step in the transition to self-sustainability and independence.  For donors, the challenge is to invest their remaining limited funds strategically so that they bolster and support past efforts.  The principal remaining donors in this sector are the Swiss Development and Cooperation Agency who support media education and provide technical assistance to independent media in the range of approximately 600,000 KM (308,000 Euros) annually.  The Dutch Ministry of Foreign Affairs has a project with Media Center Sarajevo (MCS) and other media centers from the region to support the center’s regular activities in the amount of 450,000 Euros over the period of two years.  The British Embassy through the Department for International Development (DfID) has a small grants program for media to support specific and short term projects.  The Open Society Fund (OSF) does not have a stand alone media project, but the media can apply for OSF’s small grant program to support through media coverage other important initiatives that OSF runs in Bosnia (such as media participation in the public reform agenda).  The Swedish Helsinki Committee and Press Now support institutions such as the Press Council, BH Novinari and MCS in a range of approximately 60,000-70,000 Euros per year.  All of these donors support particular, very short-term, specialized projects or provide budget support to media outlets to secure their survival.  No donors provide assistance for re-establishing the enabling environment for media operations, creating an environment that would be protective of both journalists’ and citizens’ rights, and enabling free flow of credible and reliable information.  This is where this SIM project would complement the activities of other donors involved in supporting the BiH media sector.

VI. Proposed Interventions
To achieve the four objectives stated in Section I above, the project will address work in four components where USAID and USG media support could have impact, as follows: 

1. Improve state regulatory bodies and self-regulation of traditional media;

2. Strengthen the media industry associations;  

3. Support the quality and growth of new media outlets and sources;   

4. Build the quality of investigative reporting.
It is expected that activities implemented under this project would contribute to a safer environment for BiH journalists to work, strengthen alternative sources of information, increase the role of supporting institutions to enhance the work of professional journalists, raise principles of regulation and self-regulations to higher level, and increase citizens’ awareness of the importance of independent journalists.  The project is not intended to work with traditional media, and thus will not provide standard journalism training, business advice, or otherwise seek to reduce political influence on traditional media.  Rather, the project focuses on alternative sources of information and citizens’ knowledge. 

Possible activities under each area/component are described below.  

1.  Improve state regulatory bodies and self-regulation of traditional media:    

a) Strengthening the State-level Broadcast Regulator Communication Regulatory Agency (CRA).  

The Communications Regulatory Agency (CRA) came about as a result of the desire of Bosnia and Herzegovina to adopt modern trends of efficient and effective communication regulation.  It is an independent state institution with sole jurisdiction over telecommunications and broadcasting across the entire territory of BiH.  CRA was established in 2001 by a Decision of the High Representative and is tasked with issuing broadcasting and telecommunications licenses in an open and fair manner, promoting the development of the information society in Bosnia and Herzegovina, encouraging the introduction of new technologies and a market-orientated and competitive communications sector, protecting the interests of all users and operators of telecommunication services, and stimulating conditions for the development of media freedom. 
CRA has been under assault by BiH state-level institutions for the past three years.  Several actions have taken place to undermine the independence of the Agency, including the failure of the Council of Ministers to appoint a General Director of the CRA which has effectively crippled the organization.  Further, there were attempts to amend the Law on Communications in BiH to reduce the competencies and the independence of the CRA, by creating a new body under the direct control of the Council of Ministers.  These amendments would bring broadcasting policy under the responsibility of the Council of Ministers, undermining the political independence and impartiality of the CRA.  This would annul article 43 of the Communications Law which states that CRA will maintain its financial independence and build the organization from its own resources, including licensing fees, enforcement actions and other revenues.  

In addition to this complicated political context, the CRA is facing the massive challenge of introducing digital television, as an EU standard and requirement.  Digital television is a relatively new technology for the transmission of TV signal.  The introduction of digital TV in BiH and the period for switchover from analog to digital terrestrial broadcast is obligatory and must be harmonized with effective international agreements in this area.  The Geneva 2006 Frequency Plan (GE-06) governs this change.  According to GE-06, countries could begin the transition period on June 17, 2006, under the condition that it does not endanger the analog broadcasts of existing stations in the country and its surroundings.  The GE-06 sets June 17, 2015 as the end of the transition period, and after this date the analog broadcasting will no longer be protected.  The European Commission, however, recommends an earlier date – 2012 – for all EU members to switch from analog to digital broadcasting. 

The introduction of digital television in BiH will require massive efforts on the part of CRA to serve as guide for all BiH broadcasters.  Therefore, it will also require significant preparation of the CRA staff in this new technology. 

In light of these challenges that CRA faces, USAID’s SIM project will engage in both policy and technical assistance to (1) help to create and maintain an environment free from political interference for the CRA to operate, and (2) provide training and technical assistance to CRA staff to enable them to successfully introduce digital technology to BiH. Note:  The European Commission’s 2007 Instrument for Pre-Accession Assistance Action Program for Bosnia And Herzegovina has earmarked 300,000 Euros for EU support to the independence and empowerment of the CRA. The project’s purpose is to strengthen relevant sectors within the CRA to introduce digital terrestrial television (DTT) in BiH and also prepare them for any future requirements or changes to DTT.    However, this project has not started yet and USAID closely monitoring the implementation schedule of the Action Program in order not to overlap.

Illustrative activities may include, but are not limited to:

· Increase diplomatic engagement and coordination with the OHR/EUSR and EC to stop the assault on the CRA; 
· Provide support to CRA and other media organizations to effectively lobby against proposed changes;

· Support the CRA in preparing a digitalization plan as part of the BiH European Union Accession process; 

· Provide specific training and technical assistance to CRA staff on implementation of the digitalization plan;

· Organize seminars and workshops to TV stations throughout BiH on the implementation of the new technology;

· Create and implement training programs and study tours for CRA staff in selected Western Europe country or U.S. to share best practices of the digital television introduction.

b) Strengthening the media self-regulation organizations.  
The print media self-regulation has been the weakest link in the development of the BiH media sector.  Journalists attack other journalists in their own media for biased reporting and/or allegations of political patronage.  The general population is adopting those same tactics through overt threats to journalists.  There appears to be little solidarity among journalists to organize and vocalize support for their besieged colleagues.  Self-regulation has been largely driven by external, international forces.  Various codes of conduct have been adopted over the past ten years, but are generally not adhered to.  Even though BiH was the first country in the region that established the Press Council as its self-regulatory body, its role and importance has been marginalized.  

BiH Press Council is a state-level print media self-regulatory body.  The Council mediates between citizens and print, supervises the application of the BiH Press Code, improves professional standards in print media, protects the public from unprofessional and manipulating reporting, and protects print media from political, economic or any other pressures that jeopardize freedom of media.

According to the principles of self-regulation, the Press Council cannot fine, suspend or close down a media outlet.  Possible disputes between the public and the press are resolved using right to reply, publishing of retraction, apology or denial.  For more severe cases relevant laws on defamation in both entities are applicable.  The advantage of the Press Council should be free, quick, and efficient resolution of complaints.  

The Press Council consists of print media publishers, journalists, and citizens.  It was established with USAID assistance in the late 1990s, with a goal to be a non-profit organization, independent from political or any other influences.  At the time of establishment, the Council was registered in both entities without publishers’ participation.  In December 2006, the ten largest Newspaper Publishers and the Journalists’ Associations from BiH joined the Council and the Council was re-registered at the state level.
A print sector self-regulatory effort faces specific challenges in principle and in practice in BiH.  Unlike the powers of the CRA, the Press Council has no authority to impose penalties on print media outlets, nor can it issue or deny licenses.  Within a culture that some may claim responds most effectively to assertive sanctions regimes, the Press Council hopes to appeal to the more idealistic side of journalists and media executives.  In reality, however, confidence in the credibility of the Press Council is lacking.  The Press Council is at a critical stage in its attempt to establish a self-regulatory regime for the print sector and much will rely upon its ability to build credibility among the largest players on the print media scene.  

One of the problems that affect the efficiency of the Council lays in its structure.  The large number of Council members impinge on the decision making process and the speed of investigations of complaints.  In addition, the selection of the Council’s members should be improved to create a more responsible membership that would serve the public and not necessary exclusively media interests. Also, internal and external communication deficiencies negatively influence the position and respect of the Council within the media community and amongst a wider audience.

To address these problems, USAID SIM project will implement the following illustrative activities:

· Examine the relevant legislation and propose amendments that would rectify the structural weaknesses;

· Provide technical assistance to the Press Council to create and implement a new structure and make the Council’s operations more effective and efficient;

· Amend the book of rules of the Council to: 

· improve the internal communication channels to enable regular contacts between the council members; 
· address the problems related to selection and replacement of the Council’s members;

· improve scheduling of the Complaint Panel to make it more frequent, thereby ensuring that more complaints will be addressed;

· establish procedures for extraordinary situations;

· improve reporting requirements for both the preparation and dissemination of reports; and

· provide assistance in developing and implementing a sustainable system of financing.

· Assist the Council to develop a public outreach strategy in order to increase the transparency, visibility and credibility of the Council.  At the same time provide training and technical assistance to implement this strategy; and

· Support the Council to establish and maintain regular contact with sector stakeholders both in BiH and in the region (media outlets, industry and journalists associations, regulator, trade associations, and ombudsmen), civil society organizations, and judiciary. 
2  Strengthen the media industry associations
This will help protect media independence and strengthen freedom of speech and freedoms of journalists.  

There are many industry associations in BiH.  Broadcasters’ interests are protected by the Association of Independent Electronic Media and the Association of Private Radio and Television Stations in BiH.  In 2005, the Association of the Media Industry (UMI) was established to represent interests of both advertising agencies and broadcasters with the goal to provide the best possible data on broadcast viewer and listener ratings in order to meet the needs of broadcasters and advertisers.  Print media is represented by the Association of Graphic, Publishing, and Media Employees in BiH (GIM).  The independence of these institutions does not pose a serious problem in BiH, but the general lack of regulation of practically all segments of the BiH state, as well as fragmentation of society, hampers the operation of these associations.  There are also six journalist associations, most of which are generally inactive, with the exception of the Association of BH Journalists (“BH Novinari”).  In addition to the large number of associations, there are also three unions of media employees. 

There is no doubt that such a large number of associations exists not to fulfill the needs of the professional community but rather to satisfy other goals.  Journalist associations are divided along ethnic lines, political affiliations, and profit interests of various powerful groups. For these reasons, the supporting institutions in BiH do not function adequately.  Professional associations are fragmented and inefficient and fail to give substantial support to independent media.  Trade associations such as publishers associations do not represent interests of majority of media owners but rather protect the interests of the strongest and most politically connected.  Indeed, these associations should be the leading organizations to respond to increased threats to journalists throughout BiH.  NGOs active in promoting free speech do not vigorously pursue their mission due to the political pressure on journalists.  Despite the fragmentation and the weakness of professional associations, their significance should not be underestimated. 
In such an environment, it is necessary to strengthen the associations’ ability to determine journalists’ interests, and to create and implement their activities for the benefit of journalists.  Also, associations should be able to better communicate to both the journalists’ community as well as to the wider public the professional standards of the journalist profession.  This would increase the confidence of BiH journalists that their associations and unions are the appropriate and capable structures to protect their interests. 
Illustrative activities may include, but are not limited to:

· Design and deliver training seminars for professional media associations and media defense groups on how to more effectively advocate on behalf of freedom of the press, to improve the legal and regulatory environment and to increase adherence to it;

· Out of Grants Fund of $1 Million, Recipient will provide grant assistance to the above groups to    implement advocacy action plans;

· Support media associations to promote ethical standards and “self-policing” through targeted training on how to implement and enforce industry standards; 

· Facilitate links between BiH media activists and international media groups to strengthen advocacy efforts on behalf of free and open media;

· Monitor and publicize violations of press freedom or actions taken to protect press freedom through project staff research; 

· Train journalists, staff lawyers, editors, and publishers from partner media outlets to improve awareness of relevant BiH and European media laws, particularly as BiH is required harmonize its laws with those of the European Union; and

· Explore the possibility of creating an Audit Bureau of Circulation.
3.  Support the quality and growth of new media outlets/sources

This will help counter the growth of politico-economic control of the media.  

Politically-biased media is once again becoming the norm in Bosnia-Herzegovina.  According to the 2008 edition of Nations in Transit, it is difficult to determine whether the political forces are manipulating the media, or if the media owners are manipulating the politicians in order to protect their other business interests.  Some well-trained electronic media are successfully employing business principles, but are marginally surviving.  While the advertising base is growing, politically-backed advertising boycotts are having a negative effect on select media.  Well-financed businesses are disproportionately controlling large parts of the market providing the opportunity for themselves to grow yet offering little or no balanced and professional information to their readers/viewers.  This affects the quality of stories and reports available to BiH citizens through mainstream media.  Therefore, an on-line portal that would offer original in-depth reports and also serve as a news aggregator would provide an opportunity to by-pass the politicized media and deliver information directly to people.  
The BiH online community is growing quickly.  According to Internet World Statistics, internet penetration in BiH is now at around 30-35%.  This represents an astonishing 14,000 % growth rate from 2000 to 2008.  A Bosnian research agency, Growth from Knowledge BH (GfK BiH), discovered that internet usage is not limited to cities, and that approximately 26% of users are in rural areas.  According to www.alexa.com, a website-use measurement system, the most popular websites in Bosnia are social networking sites (Facebook.com is #2, Sarajevo-x.com is #9), but traditional media also have a strong on-line following.  Of the top sites in BiH, Dnevni Avaz’s is ranked at #23.  Most of the traditional media have, or are planning, some form of a web presence.  
In mid 2009, USAID's civil society program supported the start-up of a new web portal to be a news provider, and to offer chat rooms, citizen journalism, blogs and interactive polling.  This places USAID’s media programs ahead of the curve in the on-line media world in BiH, establishes a non-biased voice, and taps into the increasing use of modern technology for political discussion and civic organizing.

This media web portal provides high-quality daily news, analysis and information on political and other trends in the country, providing an alternative source of information particularly for young people (18 to 30 years old) who use the internet as their primary information source.  The web portal (www.zurnal.info) is designed as an online magazine to offer unbiased and independent news to the public.  However, it is crucial that besides its regular activities (investigative reporting, defining and analyzing burning issues in BiH, disseminating accurate information about reforms, and writing columns) the portal must also raise public awareness about these problems and inspire government representatives and institutions, and passive citizens, to be more accountable toward society.  
On-line media is not one-way communication; it is participatory, dynamic, and interactive.  Users select, create, combine, discuss, re-direct, post and spread ideas to their friends, family, associates, and colleagues.  Involving this audience in the news distribution system can also correct errors, suggest alternative ideas, and offer different perspectives from what is offered in traditional media.  The discussions would need to be moderated, but there is clear evidence that the public does want to challenge what is being reported in the traditional media.  

As the overall goal of the project is to pursue a multi-platform approach to spread resources and success, further assistance to the web portal should be complemented by utilizing the resources of the existing, traditional media, but also by new media technologies.  Examples of those are social networking sites such as YouTube, Facebook, My space, and Twitter, among others.  

This social “sharing” and networking is particularly important for media professionals to understand because it signals a new way of accessing and exchanging information. Further, the widespread usage of mobile phones in BiH presents another opportunity.  Mobile phones themselves are becoming more powerful tools for producing and sharing information. Not only are handsets becoming cheaper, but they are becoming all-in-one-personal digital devices.  It is estimated that almost every household in BiH is in possession of at least one mobile phone.

Given the current dependent status of most traditional media in BiH and increasing demands for alternative sources of information, it is critical that USAID continue its support to the existing web portals and to expand it to include interactive discussions of both journalism community (media on media, similar to Ukraine Telekritika) and the wider public. A site could also link all available on-line news and information sources and  serve as a news aggregator (a news distributor that relies on third party content), as well as incorporate discussion forums about the top reported stories.  It would be important to contain links to all media, including those such as Dnevni Avaz and Nezavisne Novine that are known to have clear political bias.  Lastly, support to a web portal to explore topics other than those identified under the current USAID funding should also be considered.  

Illustrative activities may include, but are not limited to:

· Provide support to on-line news websites targeting youth and “poly-influentials”(respected and                     

influential in many fields); 
· Support interactive components on these sites to encourage the public to engage in discussions;  

· Support to traditional media (both print and electronic) to start offering their products using new 
media technologies as well as to participate in the on-line discussions available at other sites; and

· Support use of “new media” technologies through employment of social media tools and social 
networking sites as well as utilization of the widespread use of mobile phones.

4. Build the quality of investigative reporting.

This should increase the public trust in the independence and value of objective media.  
People are clearly interested in investigative reporting that exposes corruption and misdeeds as evidenced by the popularity of the #1 TV show in FBiH, “60 Minutes.”  In Republika Srpska, ATV’s newscast is rated #1, and its investigative journalism program “Dossier” is consistently highly rated.  Most of these media have cross-entity relationships, but with the exception of “60 Minutes,” that relationship is not highly visible on-air.  While investigative journalism is popular, it still faces several challenges.  The significant resources necessary for production are not readily available to most media, both public and private.  Also, good investigative pieces pose a significant risk to the safety of the reporters and producers.  Additionally, public awareness of what the role of independent media is in a democracy is quite low.  This is reinforced by the audience’s lack of confidence in BiH media due to the often sensationalistic and inaccurate news offered by the highly politicized media.  The result is that with political and economic pressure from the top and little support from the public, a very small number of “brave ones” are still willing to take risks.  

USAID assistance will contribute to more professional, reliable and neutral journalism, which will result in better informed and more active citizenry taking part in decision making processes.  Citizens need more fact-based, high-quality investigative reporting on the most pressing problems of BiH society.  Armed with such information, citizens can more effectively take action to press for social changes and engage in political processes.  Increasing moderate, issue-based reporting will build public trust in the media and increase public awareness of the value of the independent media. 
Illustrative activities may include, but are not limited to:

· Support for locally produced investigative reporting programs and reports by:

a) Providing matching funds through small grants to TV stations and production companies for good quality public affairs and public interest programming. 

b) Providing matching funds to improve investigative reporting projects in both print and electronic sector media.

· Public Service campaigns on importance of the objective, independent media, and to educate on media literacy. 
· Create a partnership of both public and private, broadcast and print media 
throughout BiH on issues of    common interest (such as elections, anti-corruption, anti-terrorism, nationalistic aspirations, gender issues, budget spending, etc) to ensure better quality news, larger audience share, and consolidate media space in BiH.  Encourage exchange of news through both traditional as well as alternative sources.
· Encourage media/civil society partnerships.
· Provide on-site expert assistance to partner media on utilization of high-professional journalism standards. 
Cross Cutting Principles:

The SIM implementer is expected to develop all assistance activities with the following key principles in mind:

1.  Ownership and Sustainability:  All SIM activities should be conducted in close cooperation and partnership with local counterparts to ensure their full ownership, and the future sustainability and growth of targeted sectors.  The assistance shall whenever possible be designed to favor long-term solutions which could be performed by or later taken over by existing BiH institutions and organizations.  
2.  EU-Alignment: A key cross-cutting element and consideration for all SIM activities is support for BiH’s alignment processes in the targeted sectors with the EU acquits and EU-market requirements. 
3. Gender: The implementer should take into account the role of women in the SIM project and facilitate where possible their involvement and professional development. Data should be collected, as appropriate, with particular attention to the technical assistance provided to women.  Where data indicates a gender bias in the training or application of assistance, the implementing partner should recommend initiatives or revisions to the design approach to ensure a more equitable sharing of project outcomes as appropriate.  The project will include, wherever possible, training on gender-based violence as part of the media training in this project, in accordance with section 670 of the FY08 Appropriation Act.  Also, for other than in-country training the female participation should be at least 50 percent.
4. Sub-Grants.  The SIM project should manage and administer approximately up to $1 Million grant fund.  The small grants program is designed to encourage creativity among potential grantees in advancing media sector goals and will focus on, although not be limited to, assistance to journalists’ associations, industry associations, and support to local production (Components 2 and 4 of the project).  Grants to journalists’ associations could support advocacy or public education efforts, research leading to reform recommendations, as well as training or other technical assistance.  The overall aim of these small grants would be to increase public awareness of the importance of independent media in BiH   Small grants awarded under Component 4 will aim at increasing the number of in-depth and investigative reports in both print and electronic sector.  As the international presence in BiH diminishes, active engagement of local media organizations is crucial to raise awareness of BiH citizens of present and future reforms.  The small grants program should be designed and implemented to serve this purpose.  The implementer will be responsible for administering and overseeing the fund while prior approval of USAID AOTR is required for all grants.  USAID will use standard Mission procedures for grants approval.  Sub-grants will be only allowable to Bosnian organizations (officially registered legal entities).  The maximum amount to be awarded for each sub-grant must not exceed $25,000.  The implementer shall submit a Grants Manual under which alll sub-grants will be administered. The Grant Manual shall be submitted for the Agreement Officer’s approval.
5. Evaluation and Audit:  The Implementer will be required to keep records available for audit in accordance with US government procurement regulations.  A mid-term evaluation and financial audit of the project will be carried out by external consultants three years after the start of the project.  The mid-term review will access the impact of SIM and will determine whether to extend the activity for additional two-year period. 
6. Coordination with other activities: Implementer will outline specific examples on how to capitalize on possible synergies with other USAID implementing partners, and therefore strengthen the impact of SIM project.
7. Branding Strategy and Marking Plan: It is a federal statutory and regulatory requirement (see Section 641, Foreign Assistance Act of 1961, as amended and 22 CFR 226.91) that all USAID programs, projects, activities, public communications, and commodities that USAID partially or fully funds under a USAID grant or cooperative agreement or other assistance award or sub-award must be marked appropriately overseas with the USAID identity. In accordance with ADS 320.3.3 Branding and Marking Requirements for Assistance Awards USAID’s policy is that programs, projects, activities, public communications, or commodities implemented or delivered under co-funded instruments – such as grants, cooperative agreements, or other assistance awards that usually require a cost share – generally are “co-branded and co-marked.”

8. Cost share: ADS 303.3.10 Cost Share defines cost share as “the resources a recipient contributes to the total cost of an agreement.  It is the portion of project or program costs not borne by the Federal Government.”

USAID/BiH encourages the potential applicants to propose cost sharing since “it is critical that the activity continues after USAID assistance ends.”  These cost sharing requirements can ensure that the project establishes adequate alternate sources of funding, as well as give the applicant a financial stake in the success of the program. Given the limited budget of the project in comparison to the needs of the sector and lack of other donor projects in the sector, the applicants’ proposed cost share may enable additional worthwhile activities to be undertaken which USAID funds could not support.  The cost sharing is especially encouraged under the small grants program from both the applicants as well as beneficiaries of the small grants program.  Even thou the current financial situation of many media in BiH is not optimistic, limited cost share on behalf of potential grantees may secure the programmatic and financial sustainability of the initiatives. 

Based on the above mentioned reasons, the USAID encourages applicants to propose for which activities and in which amount cost sharing will be applied.  The exact level of cost share is left to applicants to propose per 303.3.10.1 while the minimum requirement is set to 15%.  Ultimately the Agreement Officer shall determine if the applicant’s cost share contributions (e.g. categories or items) meet the standards set in the Standard Provision entitled "Cost Sharing" for non-U.S. organizations (Mandatory References, 22 CFR 226.23; and Standard Provisions for Non-U.S. Nongovernmental Recipients, and ADS 303.3.10 Cost Sharing).  Once approved, cost sharing becomes a condition of an award.  Cost sharing must be verifiable from the recipient’s records, is subject to the requirements of 22 CFR 226.23, and can be audited.  If the recipient does not meet its cost sharing requirement, it can result in questioned costs.
VII. SUBSTANTIAL INVOLVEMENT

It is understood and agreed that USAID will be substantially involved during performance of this Award as set forth below.  

1. Annual Work-Plans

USAID will approve the annual work-plans, including implementation plans for each reform area, timeline, benchmark indicators for achieving the objectives of each reform area, and the list of selected media partners the project will work with.  Any significant changes or revisions to the approved work-plan will require additional approval.
2.  Key Personnel

USAID will be substantially involved in approving specified key personnel.  Pursuant to 22 CFR 226.25(c)(2) and (3), whereby the Agreement Officer must approve changes in key personnel, the Agreement Officer can delegate authority to the AOTR to approve any replacement of key personnel.  Key personnel positions are designated as:  

Position




  Person
Chief-of-Party




    TBD

Print Specialist



    TBD

Broadcast Specialist



    TBD

3. Performance Monitoring and Evaluation Plan (PMEP)
USAID will approve the Recipient's PMEP developed and aligned with USAID’s Program Element Indicators, including any significant changes or revisions thereto.

4. Sub-Recipients and Sub-Awards

USAID will participate on the review committees for all sub-grants under the Agreement, approve the selection criteria and selected sub-recipients (as defined in 22 CFR 226.2) and the substantive provisions of the sub-awards (as defined in 22 CFR 226.2).  The AOTR’s approval of the substantive provisions of the sub-awards is limited to technical and programmatic matters only; such approval shall not extend to "contractual"/administrative/financial provisions, which must be in accordance with the terms and conditions of this Award and ADS 303, unless otherwise approved, in advance and in writing, by the Agreement Officer.

5. Direction and Redirection

The USAID AOTR may direct or redirect activities hereunder in response to USAID programs and strategy requirements of change in the political situation or because of inter-relationships with other projects/activities.  Given the sensitive nature of political environment in BiH, USAID will provide political guidance and directions regarding relationship with local partners.  However, such directed or redirected activities must be within the scope and objectives of the program and the approved budget.

VIII. ANTICIPATED Results from the Planned Activities
The program will contribute to the U.S. Foreign Assistance Framework Objective 2: Governing Justly and Democratically; Program Area 2.4: Civil Society; and Program Element 2.4.2: Media Freedom and Freedom of Information.  A more effective, independent and accountable media sector that can provide balanced and neutral information, protect the rights of all of its citizens, and holds both powerful and common individuals accountable for crime and human rights abuse will create a sustainable foundation for a culture of tolerance. 
The activities undertaken under this project will result in an increased awareness among BiH citizens of the destructive role of some major media outlets.  It will alert the public and the whole media industry about the seriousness and depth of the crisis, and the problems that stem from the extremely polarizing and intolerant public discourse that now dominates the country.  The project will also provide support for professional and independent journalism and will protect journalists’ rights and freedoms.  Finally, the project will raise the credibility of media outlets and help them engage in more tolerant dialogue.  
Illustrative anticipated results of the activity are:

· Independent media help citizens to be better informed and to hold their elected leaders accountable through objective reporting; 
· Multiple, objective information sources are available;

· More critical analysis of content is done by the media themselves;

· Legal and social norms designed to protect freedom of  speech are implemented;
· Journalists and trade associations are able to ensure that journalists’ rights are protected, media freedom and access to information are promoted, and media consumers are more educated; 
· Industry and trade associations have the ability to promote and protect rights of journalists;
· Tolerance for religious, ethnic, and other differences are promoted and accepted as fundamental human rights; and
· Public opinion is formed based on objectively presented information.
IX. ILLUSTRATIVE INDICATORS
The Media Sustainability Index (MSI) will be the main indicator used to monitor improvement in the media environment, and hence success of the project.  The MSI assesses five “objectives” in shaping a successful media system: 

(1) Legal and social norms protect and promote free speech and access to public information; 
(2) Journalism meets professional standards of quality; 
(3) Multiple news sources provide citizens with reliable and objective news; 
(4) Supporting institutions function in the professional interests of independent media. 
(5) Independent media are well-managed businesses, allowing editorial independence, and 
For the purposes of measuring the results of this project the first four MSI indicators will be followed, and the results outlined in connection to each are expected to be the minimum achieved results by the end of the project:

Indicator 1: Legal and social norms protect and promote free speech and access to public information.

Although the MSI considers nine sub-indicators to support the above indicator, the following six are the relevant sub-indicators for this project:
· Legal and social protections of free speech exist and are enforced. 
· Licensing of broadcast media is fair, competitive, and apolitical. 

· Crimes against journalists or media outlets are prosecuted vigorously, but occurrences of such crimes are rare.

· State or public media do not receive preferential legal treatment, and law guarantees editorial independence.

· Public information is easily accessible; right of access to information is equally enforced for all media and journalists.

· Media outlets have unrestricted access to information; this is equally enforced for all media and journalists. 

Indicator 2:  Journalism meets professional standards of quality.

Although the MSI considers eight sub-indicators to support the above indicator, the following five are the relevant sub-indicators for this project:
· Reporting is fair, objective, and well sourced.

· Journalists follow recognized and accepted ethical standards.

· Journalists and editors do not practice self-censorship.

· Journalists cover key events and issues.

· Quality niche reporting and programming exists (investigative, economics/business, local, political).

Indicator 3: Multiple news sources provide citizens with reliable and objective news. 

Although the MSI considers six sub-indicators to support the above indicator, the following four are the relevant sub-indicators for this project:
· A plurality of affordable public and private news sources (e.g., print, broadcast, Internet) exists.
· Citizens’ access to domestic or international media is not restricted. 

· State or public media reflect the views of the entire political spectrum, are nonpartisan, and serve the public interest. 

· A broad spectrum of social interests are reflected and represented in the media, including minority-language information sources.

Indicator 4:  Supporting institutions function in the professional interests of independent media.

Although the MSI considers seven sub-indicators to support the above indicator, the following three are the relevant sub-indicators for this project:

· Trade associations represent the interests of private media owners and provide member services.

· Professional associations work to protect journalists’ rights.

· NGOs support free speech and independent media.
The minimum result expected for all indicators by the end of this project is a score of 3 or above, which represents “sustainable” media.    
In addition to MSI, the project is expected to develop its own indicator(s) for measuring public awareness on the state of press freedom in BiH, including the lack of objectivity and fairness in the public sphere.  
X. PERFORMANCE MONITORING AND EVALUATION PLAN INCLUDING LINKS TO AN APPROVED STRATEGIC PLAN AND/OR TO THE F FRAMEWORK AND WORKPLANS
Within 30 days of the award, the Recipient shall submit to USAID/BiH AOTR for approval a final draft work plan for the first year’s activities, schedules and targets.  This work plan shall include a description of the principal tasks and assistance activities to be undertaken by the Recipient over three years of the contract, a proposed schedule of such activities, a listing of principal counterparts for each proposed activity, and a description and estimate of amounts of short-term expertise, training and other support resources that would be required to provide the assistance proposed.  

The work plan shall also include a description of what each assistance activity or combination of activities is expected to accomplish and its baseline data and will indicate how and to what extent those accomplishments will contribute to the achievement of overall targets and benchmarks for the project.  The work plan will specifically include the list of selected media partners the project will work with.
As a part of the initial work plan, the Applicant shall provide a comprehensive Performance Monitoring and Evaluation Plan (PMEP) that allows for documenting implementation progress against specified performance indicators and related targets and benchmarks.  The purpose of the PMEP will be to serve as a tracking system to generate quantifiable and verifiable data on the impact of interventions and tie these to the overall goal of SIM. The PMEP will at a minimum include specific indicators listed in section IX above, or others.  In addition, the Foreign Assistance Standardized Program Structure Element Indicators will also be monitored within the PMEP framework.  The SIM project will operate within Program Area 2.4 – Civil Society, Program Elements 2.4.2 Media Freedom and Freedom of Information. 

Also, the standard indicators for these elements should be considered, as follows: 
GJD/Civil Society / Freedom House Freedom of the Press Score, and 
GJD 4.2 Media Freedom and Freedom of Information: 
a. Number of positive modifications to enabling legislation/regulations for media drafted with USG assistance
b. Number of non-state news outlets assisted by USG

c. Number of media Civil Society Organizations and/or support institutions assisted by USG
The Recipient may propose additional indicators for the PMEP, if appropriate.  The PMEP must be submitted for review and approval to USAID AOTR.  The Recipient will utilize performance indicators to measure the results for each project component and establish baseline measurements to assess the impact of proposed interventions as well as data sources and collection methods.  The work plan will be updated annually, or more frequently as conditions warrant, due no later than 30 days before the beginning of succeeding year. 

It is expected that the Applicant will be diligent and resourceful in adapting tactics to meet unexpected circumstances and take advantage when opportunities occur.  This need to react quickly and appropriately to changing circumstances is fully appreciated and for this reason changes to the work and staffing plans are not unexpected. 

XI. DELIVIERIES OF PERFORMANCE 

Reporting Requirements

1. Financial Reporting

The Recipient shall submit the original Form SF-425, ‘Federal Financial Report’ on a quarterly basis the Agreement Officer’s Technical Representative (AOTR) and one copy each to the Agreement Officer and the Payment Office.
Electronic copies of the SF-425 can be found at: http://www.whitehouse.gov/omb/grants/standard_forms/ff_report.pdf and

http://www.forms.gov/bgfPortal/docDetails.do?dId=15149.

Line item instructions for completing the SF-425 can be found at:

http://www.whitehouse.gov/omb/grants/standard_forms/ffr_instructions.pdf.
2.  Quarterly Program Performance Report

The Recipient shall submit Quarterly Program Performance Reports to USAID during the duration of the proposed Award.  The Applicant shall submit one copy of each Quarterly Program Performance Reports to the USAID AOTR.  These reports shall be submitted within 30 days following the end of the reporting period, and shall briefly present the following information contained in 22 CFR 226.51(d):
(a)        A comparison of actual accomplishments with the goals established for the period.  If the output of program can be readily quantified, such quantitative data should be related to cost data for computation of unit costs.

                        (b)        Reasons why established goals were not met, if applicable.

(c)
Other pertinent information including the status of finances and expenditures and, when appropriate, analysis and explanation of cost overruns or high unit costs.  

3. Final Report

The Recipient is required to submit a Final Report 30 days before the estimated completion date of the Award.  The Recipient shall submit one copy of a Final Program Performance Report to the USAID AOTR and one copy to the Agreement Officer.  In addition, one copy shall be submitted to:

USAID Development Experience Clearinghouse (DEC)

Online (preferred): 

http://dec.usaid.gov

Mailing address: 

Development Experience Clearinghouse 

M/CIO/KM

RRB M.01

U.S. Agency for International Development

Washington DC 20523

Contract Information 

Telephone (202) 712-0579 

E-mail: docsubmit@usaid.gov 
The Final Report shall contain the following information as described in 22 CFR 226.51(d), covering the full period of the Award:  an executive summary of the accomplishments and results achieved; an overall description of the activities and accomplishments; a summary of problems/obstacles encountered during implementation; an assessment of the performance in accomplishing the program’s objectives; significance of these activities; findings; comments and recommendations.
(END OF SECTION C)

SECTION D

CERTIFICATIONS, ASSURANCES, AND OTHER STATEMENTS OF RECIPIENT [1][2]

· Please complete the certifications and assurances on the following website: 

Certifications, Assurances, & Other Statements of Recipient:  http://www.usaid.gov/policy/ads/300/303sad.pdf
Certification Regarding Terrorist Financing Implementing E.O.  13224:

http://www.usaid.gov/business/business_opportunities/cib/pdf/aapd04_14.pdf 
Supporting USAID’s Disability Policy in Contracts, Grants, and Cooperative Agreements, AAPD 04-17:  http://www.usaid.gov/business/business_opportunities/cib/pdf/aapd04_17.pdf 

· OMB CIRCULAR A-133 OR SIMILAR AUDITS                                                                                                                                                                                 
If applicable, please provide the date of your most recent A-133 or similar audit, including findings and results of such audits.

Solicitation No. ________________________________________________________

 Application/Application No. _____________________________________________

 Date of Application/Application __________________________________________

 Name of Recipient _____________________________________________________

 Typed Name and Title __________________________________________________

 Signature _________________________________________ Date _______________

· KEY INDIVIDUAL CERTIFICATION NARCOTICS OFFENSES AND DRUG TRAFFICKING

 I hereby certify that within the last ten years:

   1. I have not been convicted of a violation of, or a conspiracy to violate, any law or regulation of the United States or any other country concerning narcotic or psychotropic drugs or other controlled substances.

   2. I am not and have not been an illicit trafficker in any such drug or controlled substance.

   3. I am not and have not been a knowing assistor, abettor, conspirator, or colluder with others in the illicit trafficking in any such drug or substance.

 Signature: _________________________________

 Date: _____________________________________

 Name: ____________________________________

 Title/Position: ______________________________

 Organization: _______________________________

 Address: ___________________________________

 Date of Birth: _______________________________

 NOTICE:

   1. You are required to sign this Certification under the provisions of 22 CFR Part 140, Prohibition on Assistance to Drug Traffickers. These regulations were issued by the Department of State and require that certain key individuals of organizations must sign this Certification.

   2. If you make a false Certification you are subject to U.S. criminal prosecution under 18 U.S.C. 1001.

· PARTICIPANT CERTIFICATION NARCOTICS OFFENSES AND DRUG TRAFFICKING

   1. I hereby certify that within the last ten years:

     a. I have not been convicted of a violation of, or a conspiracy to violate, any law or regulation of the United States or any other country concerning narcotic or psychotropic drugs or other controlled substances.

     b. I am not and have not been an illicit trafficker in any such drug or controlled substance.

     c. I am not or have not been a knowing assistor, abettor, conspirator, or colluder with others in the illicit trafficking in any such drug or substance.

   2. I understand that USAID may terminate my training if it is determined that I engaged in the above conduct during the last ten years or during my USAID training.

 Signature: _______________________________________________

 Print Name and Title: ______________________________________

 Date: ___________________________________________________

 Address: ________________________________________________

 Date of Birth: ____________________________________________

 NOTICE:

   1. You are required to sign this Certification under the provisions of 22 CFR Part 140,Prohibition on Assistance to Drug Traffickers. These regulations were issued by the Department of State and require that certain participants must sign this Certification.

   2. If you make a false Certification you are subject to U.S. criminal prosecution under 18 U.S.C. 1001.

      FORMATS\GRNTCERT: Rev. 06/16/97 (ADS 303.6, E303.5.6a) When these Certifications, Assurances, and Other Statements of Recipient are used for cooperative agreements, the term "Grant" means "Cooperative Agreement". The recipient must obtain from each identified subgrantee and (sub)contractor, and submit with its application/proposal, the Certification Regarding Debarment, Suspension, Ineligibility and Voluntary Exclusion -- Lower Tier Transactions, set forth in Attachment A hereto.  The recipient should reproduce additional copies as necessary. See ADS Chapter E303.5.6a, 22 CFR 208, Annex1, App A. For USAID, this clause is entitled "Debarment, Suspension, Ineligibility, and Voluntary Exclusion (March 1989)" and is set forth in the grant standard provision entitled "Debarment, Suspension, and Related Matters" if the recipient is a U.S. nongovernmental organization, or in the grant standard provision entitled "Debarment, Suspension, and Other Responsibility Matters" if the recipient is a non-U.S. nongovernmental organization.

· CERTIFICATION REGARDING MATERIAL SUPPORT AND RESOURCES

 As a condition of entering into the referenced agreement, _____________________ hereby certifies that it has not provided and will not provide material support or resources to any individual or entity that it knows, or has reason to know, is an individual or entity that advocates, plans, sponsors, engages in, or has engaged in terrorist activity, including but not limited to the individuals and entities listed in the Annex to Executive Order 13224 and other such individuals and entities that may be later designated by the United States under any of the following authorities: § 219 of the Immigration and Nationality Act, as amended (8 U.S.C. § 1189), the International Emergency Economic Powers Act (50 U.S.C. § 1701 et seq.), the National Emergencies Act (50 U.S.C. § 1601 et seq.), or § 212(a)(3)(B) of the Immigration and Nationality Act, as amended by the USA Patriot Act of 2001, Pub. L. 107-56 (October 26, 2001)(8 U.S.C. §1182). _______________________ further certifies that it will not provide material support or resources to any individual or entity that it knows, or has reason to know, is acting as an agent for any individual or entity that advocates, plans, sponsors, engages in, or has engaged in, terrorist activity, or that has been so designated, or will immediately cease such support if an entity is so designated after the date of the referenced agreement.

 For purposes of this certification, "material support and resources" includes currency or other financial securities, financial services, lodging, training, safe houses, false documentation or identification, communications equipment, facilities, weapons, lethal substances, explosives, personnel, transportation, and other physical assets, except medicine or religious materials.

 For purposes of this certification, "engage in terrorist activity" shall have the same meaning as in section 212(a)(3)(B)(iv) of the Immigration and Nationality Act, as amended (8 U.S.C. § 1182(a)(3)(B) (iv)).

 For purposes of this certification, "entity" means a partnership, association, corporation, or other organization, group, or subgroup.

 This certification is an express term and condition of the agreement and any violation of it shall be grounds for unilateral termination of the agreement by USAID prior to the end of its term.

 Signature:  ___________________________________________

 Print Name and Title:  __________________________________

 Date:  _______________________________________________

 Address:  ____________________________________________

 NOTICE:

 If you make a false Certification you are subject to U.S. criminal prosecution under 18 U.S.C. 1001.

· CERTIFICATION REGARDING USE OF FY2004-FY2008 HIV/AIDS FUNDS

PROHIBITION ON THE USE OF FEDERAL FUNDS TO PROMOTE, SUPPORT, OR ADVOCATE 

FOR THE LEGALIZATION OR PRACTICE OF PROSTITUTION -ASSISTANCE (JULY 2004)
   (a)  The U.S. Government is opposed to prostitution and related activities, which are inherently harmful and dehumanizing, and contribute to the phenomenon of trafficking in persons.  None of the funds made available under this agreement may be used to promote, support, or advocate the legalization or practice of prostitution. Nothing in the preceding sentence shall be construed to preclude assistance designed to ameliorate the suffering of, or health risks to, victims while they are being trafficked or after they are out of the situation that resulted from such victims being trafficked.

  (b) [This subsection (b) only applies to foreign non-governmental organizations and PIOs receiving U.S. Government funds to carry out programs that target victims of severe forms of trafficking as either prime awardees or subawardees.]

       (1) For programs that target victims of severe forms of trafficking, as a condition of entering into this agreement or subagreement, the recipient/subrecipient agrees that in its activities outside of the United States and its possessions it does not promote, support, or advocate the legalization or practice of prostitution.  The preceding sentence shall not apply to organizations that provide services to individuals solely after they are no longer engaged in activities that resulted from such victims being trafficked.

       (2)  The following definitions apply for purposes of this clause:

 FOREIGN NON-GOVERNMENTAL ORGANIZATION – The term “foreign non-governmental organization” means an entity that is not organized under the laws of any State of the United States, the District of Columbia or the Commonwealth of Puerto Rico.

 SEVERE FORMS OF TRAFFICKING IN PERSONS. - The term ‘‘severe forms of trafficking in persons’’ means— (A) sex trafficking in which a commercial sex act is induced by force, fraud, or coercion, or in which the person induced to perform such act has not attained 18 years of age; or

    (B) the recruitment, harboring, transportation, provision, or obtaining of a person for labor or services, through the use of force, fraud, or coercion for the purpose of subjection to involuntary servitude, peonage, debt bondage, or slavery.

  (c)  The recipient shall insert this provision in all sub-agreements under this award.

  (d)  This provision includes express terms and conditions of the agreement and any violation of it shall be grounds for unilateral termination, in whole or in part, of the agreement by USAID prior to the end of its term.”

 ORGANIZATIONS ELIGIBLE FOR ASSISTANCE (ASSISTANCE) (JUNE 2005)

An organization that is otherwise eligible to receive funds under this agreement to prevent, treat, or monitor HIV/AIDS shall not be required to endorse or utilize a multisectoral approach to combatting HIV/AIDS, or to endorse, utilize, or participate in a prevention method or treatment program to which the organization has a religious or moral objection.

CONDOMS (ASSISTANCE) (JUNE 2005) 

Information provided about the use of condoms as part of projects or activities that are funded under this agreement shall be medically accurate and shall include the public health benefits and failure rates of such use and shall be consistent with USAID’s fact sheet entitled, “USAID:  HIV/STI Prevention and Condoms.  This fact sheet may be accessed at:   http://www.usaid.gov/our_work/global_health/aids/TechAreas/prevention/condomfactsheet.html”  

PROHIBITION ON THE PROMOTION OR ADVOCACY OF THE LEGALIZATION OR PRACTICE OF PROSTITUTION OR SEX TRAFFICKING (ASSISTANCE) (JUNE 2005)
(a)  The U.S. Government is opposed to prostitution and related activities, which are inherently harmful and dehumanizing, and contribute to the phenomenon of trafficking in persons.  None of the funds made available under this agreement may be used to promote or advocate the legalization or practice of prostitution or sex trafficking.  Nothing in the preceding sentence shall be construed to preclude the provision to individuals of palliative care, treatment, or post-exposure pharmaceutical prophylaxis, and necessary pharmaceuticals and commodities, including test kits, condoms, and, when proven effective, microbicides.

(b)  Except as noted in the second sentence of this paragraph, as a condition of entering into this agreement or any subagreement, a non-governmental organization or public international organization recipient/subrecipient must have a policy explicitly opposing prostitution and sex trafficking.  The following organizations are exempt from this paragraph:  the Global Fund to Fight AIDS, Tuberculosis and Malaria; the World Health Organization; the International AIDS Vaccine Initiative; and any United Nations agency. 

(c)  The following definition applies for purposes of this provision:

Sex trafficking means the recruitment, harboring, transportation, provision, or obtaining of a person for the purpose of a commercial sex act.  22 U.S.C. 7102(9).

(d)  The recipient shall insert this provision, which is a standard provision, in all subagreements. 

(e)  This provision includes express terms and conditions of the agreement and any violation of it shall be grounds for unilateral termination of the agreement by USAID prior to the end of its term.

Certification 

 ________________________________[Recipient's name] certifies compliance as applicable with the standard provisions entitled “Condoms” and “Prohibition on the Promotion or Advocacy of the Legalization or Practice of Prostitution or Sex Trafficking” included in the referenced agreement.

 Signature:  ___________________________________________

 Print Name and Title:  __________________________________

 Date:  _______________________________________________
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ANNEX 2 – BRANDING STRATEGY AND MARKING PLAN

1.  BRANDING STRATEGY – ASSISTANCE (December 2005)
(a) Definitions

Branding Strategy means a strategy that is submitted at the specific request of a USAID Agreement Officer by an Apparently Successful Applicant after evaluation of an application for USAID funding, describing how the program, project, or activity is named and positioned, and how it is promoted and communicated to beneficiaries and host country citizens. It identifies all donors and explains how they will be acknowledged.

Apparently Successful Applicant(s) means the applicant(s) for USAID funding recommended for an award after evaluation, but who has not yet been awarded a grant, cooperative agreement or other assistance award by the Agreement Officer. The Agreement Officer will request that the Apparently Successful Applicants submit a Branding Strategy and Marking Plan. Apparently Successful Applicant status confers no right and constitutes no USAID commitment to an award.

USAID Identity (Identity) means the official marking for the Agency, comprised of the USAID logo and new brandmark, which clearly communicates that our assistance is from the American people. The USAID Identity is available on the USAID website and is provided without royalty, license, or other fee to recipients of USAID-funded grants or cooperative agreements or other assistance awards or subawards.

(b) Submission. The Apparently Successful Applicant, upon request of the Agreement Officer, will submit and negotiate a Branding Strategy. The Branding Strategy will be included in and made a part of the resulting grant or cooperative agreement. The Branding Strategy will be negotiated within the time that the Agreement Officer specifies. Failure to submit and negotiate a Branding Strategy will make the

applicant ineligible for award of a grant or cooperative agreement. The Apparently Successful Applicant must include all estimated costs associated with branding and marking USAID programs, such as plaques, stickers, banners, press events and materials, and the like.

(c) Submission Requirements

At a minimum, the Apparently Successful Applicant’s Branding Strategy will address

the following:

(1) Positioning

What is the intended name of this program, project, or activity?

Guidelines: USAID prefers to have the USAID Identity included as part of the program or project name, such as a "title sponsor," if possible and appropriate. It is acceptable to "co-brand" the title with USAID’s and the Apparently Successful Applicant’s identities. For example: "The USAID and [Apparently Successful Applicant] Health Center."

If it would be inappropriate or is not possible to "brand" the project this way, such as when rehabilitating a structure that already exists or if there are multiple donors, please explain and indicate how you intend to showcase USAID's involvement in publicizing the program or project. For example: School #123,

rehabilitated by USAID and [Apparently Successful Applicant]/ [other donors].

Note: the Agency prefers "made possible by (or with) the generous support of the American People" next to the USAID Identity in acknowledging our contribution, instead of the phrase "funded by." USAID prefers local language translations.

Will a program logo be developed and used consistently to identify this program? If yes, please attach a copy of the proposed program logo.

Note: USAID prefers to fund projects that do NOT have a separate logo or identity that competes with the USAID Identity.

(2) Program Communications and Publicity

Who are the primary and secondary audiences for this project or program?

Guidelines: Please include direct beneficiaries and any special target segments or influencers. For Example: Primary audience: schoolgirls age 8-12, Secondary audience: teachers and parents – specifically mothers.

What communications or program materials will be used to explain or market the

program to beneficiaries?

Guidelines: These include training materials, posters, pamphlets, Public Service Announcements, billboards, websites, and so forth.

What is the main program message(s)?

Guidelines: For example: "Be tested for HIV-AIDS" or "Have your child inoculated."

Please indicate if you also plan to incorporate USAID’s primary message – this aid is "from the American people" – into the narrative of program materials. This is optional; however, marking with the USAID Identity is required.

Will the recipient announce and promote publicly this program or project to host country citizens? If yes, what press and promotional activities are planned?

Guidelines: These may include media releases, press conferences, public events, and so forth. 

Note: incorporating the message, “USAID from the American People”, and the USAID Identity is required.

Please provide any additional ideas about how to increase awareness that the American people support this project or program.

Guidelines: One of our goals is to ensure that both beneficiaries and host-country citizens know that the aid the Agency is providing is "from the American people." Please provide any initial ideas on how to further this goal.

(3) Acknowledgements

Will there be any direct involvement from a host-country government ministry? If yes, please indicate which one or ones. Will the recipient acknowledge the ministry as an additional co-sponsor?

Note: it is perfectly acceptable and often encouraged for USAID to "co-brand" programs with government ministries.

Please indicate if there are any other groups whose logo or identity the recipient will use on program materials and related communications.

Guidelines: Please indicate if they are also a donor or why they will be visibly acknowledged, and if they will receive the same prominence as USAID.

(d) Award Criteria. The Agreement Officer will review the Branding Strategy for adequacy, ensuring that it contains the required information on naming and positioning the USAID-funded program, project, or activity, and promoting and communicating it to cooperating country beneficiaries and citizens. The Agreement Officer also will evaluate this information to ensure that it is consistent with the stated objectives of the award; with the Apparently Successful Applicant’s cost data submissions; with the Apparently Successful Applicant’s project, activity, or program performance plan; and with the regulatory requirements set out in 22 CFR 226.91. The Agreement Officer may obtain advice and recommendations from technical experts while performing the evaluation.

2.  MARKING PLAN – ASSISTANCE (December 2005)

(a) Definitions

Marking Plan means a plan that the Apparently Successful Applicant submits at the specific request of a USAID Agreement Officer after evaluation of an application for USAID funding, detailing the public communications, commodities, and program materials and other items that will visibly bear the USAID Identity. Recipients may request approval of Presumptive Exceptions to marking requirements in the

Marking Plan.

Apparently Successful Applicant(s) means the applicant(s) for USAID funding recommended for an award after evaluation, but who has not yet been awarded a grant, cooperative agreement or other assistance award by the Agreement Officer. The Agreement Officer will request that Apparently Successful Applicants submit a Branding Strategy and Marking Plan. Apparently Successful Applicant status confers no right and constitutes no USAID commitment to an award, which the Agreement Officer must still obligate.

USAID Identity (Identity) means the official marking for the Agency, comprised of the USAID logo and new brandmark, which clearly communicates that our assistance is from the American people. The USAID Identity is available on the USAID website and USAID provides it without royalty, license, or other fee to recipients of USAID funded grants, cooperative agreements, or other assistance awards or sub-awards.

A Presumptive Exception exempts the applicant from the general marking requirements for a particular USAID-funded public communication, commodity, program material or other deliverable, or a category of USAID-funded public communications, commodities, program materials or other deliverables that would otherwise be required to visibly bear the USAID Identity. The Presumptive Exceptions are:

Presumptive Exception (i). USAID marking requirements may not apply if they would compromise the intrinsic independence or neutrality of a program or materials where independence or neutrality is an inherent aspect of the program and materials, such as election monitoring or ballots, and voter information literature; political party support or public policy advocacy or reform; independent media, such as television and radio broadcasts, newspaper articles and editorials; and public service announcements or public opinion polls and surveys (22 C.F.R. 226.91(h)(1)).

Presumptive Exception (ii). USAID marking requirements may not apply if they would diminish the credibility of audits, reports, analyses, studies, or policy recommendations whose data or findings must be seen as independent (22 C.F.R. 226.91(h)(2)).

Presumptive Exception (iii). USAID marking requirements may not apply if they would undercut host-country government “ownership” of constitutions, laws, regulations, policies, studies, assessments, reports, publications, surveys or audits, public service announcements, or other communications better positioned as “by” or “from” a cooperating country ministry or government official (22 C.F.R. 226.91(h)(3)).

Presumptive Exception (iv). USAID marking requirements may not apply if they would impair the functionality of an item, such as sterilized equipment or spare parts (22 C.F.R. 226.91(h)(4)).

Presumptive Exception (v). USAID marking requirements may not apply if they would incur substantial costs or be impractical, such as items too small or otherwise unsuited for individual marking, such as food in bulk (22 C.F.R. 226.91(h)(5)).

Presumptive Exception (vi). USAID marking requirements may not apply if they would offend local cultural or social norms, or be considered inappropriate on such items as condoms, toilets, bed pans, or similar commodities (22 C.F.R. 226.91(h)(6)).

Presumptive Exception (vii). USAID marking requirements may not apply if they would conflict with international law (22 C.F.R. 226.91(h)(7)).

(b) Submission. The Apparently Successful Applicant, upon the request of the Agreement Officer, will submit and negotiate a Marking Plan that addresses the details of the public communications, commodities, program materials that will visibly bear the USAID Identity. The marking plan will be customized for the particular program, project, or activity under the resultant grant or cooperative agreement. The plan will be included in and made a part of the resulting grant or cooperative agreement. USAID and the Apparently Successful Applicant will negotiate the Marking Plan within the time specified by the Agreement Officer. Failure to submit and negotiate a Marking Plan will make the applicant ineligible for award of a grant or cooperative agreement. The applicant must include an estimate of all costs associated with branding and marking USAID programs, such as plaques, labels, banners, press events, promotional materials, and so forth in the budget portion of its application. These costs are subject to revision and negotiation with the Agreement Officer upon submission of the Marking Plan and will be incorporated into the Total Estimated Amount of the grant, cooperative agreement or other assistance instrument.

(c) Submission Requirements. The Marking Plan will include the following:

(1) A description of the public communications, commodities, and program materials that the recipient will be produced as a part of the grant or cooperative agreement and which will visibly bear the USAID Identity. These include:

(i) program, project, or activity sites funded by USAID, including visible infrastructure projects or other programs, projects, or activities that are physical in nature;

(ii) technical assistance, studies, reports, papers, publications, audio-visual productions, public service announcements, Web sites/Internet activities and other promotional, informational, media, or communications products funded by USAID;

(iii) events financed by USAID, such as training courses, conferences, seminars, exhibitions, fairs, workshops, press conferences, and other public activities; and

(iv) all commodities financed by USAID, including commodities or equipment provided under humanitarian assistance or disaster relief programs, and all other equipment, supplies and other materials funded by USAID, and their export packaging.

(2) A table specifying:

(i) the program deliverables that the recipient will mark with the USAID Identity,

(ii) the type of marking and what materials the applicant will be used to mark the program deliverables with the USAID Identity, and

(iii) when in the performance period the applicant will mark the program deliverables, and where the applicant will place the marking.

(3) A table specifying:

(i) what program deliverables will not be marked with the USAID Identity, and 

(ii) the rationale for not marking these program deliverables.

(d) Presumptive Exceptions.

(1) The Apparently Successful Applicant may request a Presumptive Exception as part of the overall Marking Plan submission. To request a Presumptive Exception, the Apparently Successful Applicant must identify which Presumptive Exception applies, and state why, in light of the Apparently Successful Applicant’s technical proposal and in the context of the program description or program statement in the USAID Request For Application or Annual Program Statement, marking requirements should not be required.

(2) Specific guidelines for addressing each Presumptive Exception are:

(i) For Presumptive Exception (i), identify the USAID Strategic Objective, Interim Result, or program goal furthered by an appearance of neutrality, or state why the program, project, activity, commodity, or communication is ‘intrinsically neutral.’ Identify, by category or deliverable item, examples of program materials funded under the award for which you are seeking exception 1.

(ii) For Presumptive Exception (ii), state what data, studies, or other deliverables will be produced under the USAID funded award, and explain why the data, studies, or deliverables must be seen as credible.

(iii) For Presumptive Exception (iii), identify the item or media product produced under the USAID funded award, and explain why each item or product, or category of item and product, is better positioned as an item or product produced by the cooperating country government.

(iv) For Presumptive Exception (iv), identify the item or commodity to be marked, or categories of items or commodities, and explain how marking would impair the item’s or commodity’s functionality.

(v) For Presumptive Exception (v), explain why marking would not be cost-beneficial or practical.

(vi) For Presumptive Exception (vi), identify the relevant cultural or social norm, and explain why marking would violate that norm or otherwise be inappropriate.

(vii) For Presumptive Exception (vii), identify the applicable international law violated by marking.

(3) The Agreement Officer will review the request for adequacy and reasonableness. In consultation with the Cognizant Technical Officer and other agency personnel as necessary, the Agreement Officer will approve or disapprove the requested Presumptive Exception. Approved exceptions will be made part of the approved Marking Plan, and will apply for the term of the award, unless provided otherwise.

(e) Award Criteria: The Agreement Officer will review the Marking Plan for adequacy and reasonableness, ensuring that it contains sufficient detail and information concerning public communications, commodities, and program materials that will visibly bear the USAID Identity. The Agreement Officer will evaluate the plan to ensure that it is consistent with the stated objectives of the award; with the applicant’s cost data submissions; with the applicant’s actual project, activity, or program performance plan; and with the regulatory requirements of 22 C.F.R.226.91. The Agreement Officer will approve or disapprove any requested Presumptive Exceptions (see paragraph (d)) on the basis of adequacy and reasonableness. The Agreement Officer may obtain advice and recommendations from technical experts while performing the evaluation.

3.  MARKING UNDER USAID-FUNDED ASSISTANCE INSTRUMENTS (December 2005)
(a) Definitions

Commodities mean any material, article, supply, goods or equipment, excluding recipient offices, vehicles, and non-deliverable items for recipient’s internal use, in administration of the USAID funded grant, cooperative agreement, or other agreement or subagreement.

Principal Officer means the most senior officer in a USAID Operating Unit in the field, e.g., USAID Mission Director or USAID Representative. For global programs managed from Washington but executed across many countries, such as disaster relief and assistance to internally displaced persons, humanitarian emergencies or immediate post conflict and political crisis response, the cognizant Principal Officer may be an Office Director, for example, the Directors of USAID/W/Office of Foreign Disaster Assistance and Office of Transition Initiatives. For non-presence countries, the cognizant Principal Officer is the Senior USAID officer in a regional USAID Operating Unit responsible for the non-presence country, or in the

absence of such a responsible operating unit, the Principal U.S Diplomatic Officer in the non-presence country exercising delegated authority from USAID. 

Programs mean an organized set of activities and allocation of resources directed toward a common purpose, objective, or goal undertaken or proposed by an organization to carry out the responsibilities assigned to it.

Projects include all the marginal costs of inputs (including the proposed investment) technically required to produce a discrete marketable output or a desired result (for example, services from a fully functional water/sewage treatment facility).

Public communications are documents and messages intended for distribution to audiences external to the recipient’s organization. They include, but are not limited to, correspondence, publications, studies, reports, audio visual productions, and other informational products; applications, forms, press and

promotional materials used in connection with USAID funded programs, projects or activities, including signage and plaques; Web sites/Internet activities; and events such as training courses, conferences, seminars, press conferences and so forth.

Sub-recipient means any person or government (including cooperating country government) department, agency, establishment, or for profit or nonprofit organization that receives a USAID sub-award, as defined in 22 C.F.R. 226.2.

Technical Assistance means the provision of funds, goods, services, or other foreign assistance, such as loan guarantees or food for work, to developing countries and other USAID recipients, and through such recipients to sub-recipients, in direct support of a development objective – as opposed to the internal management of the foreign assistance program.

USAID Identity (Identity) means the official marking for the United States Agency for International Development (USAID), comprised of the USAID logo or seal and new brandmark, with the tagline that clearly communicates that our assistance is “from the American people.” The USAID Identity is available on the USAID website at www.usaid.gov/branding and USAID provides it without royalty, license, or other fee to recipients of USAID-funded grants, or cooperative agreements, or other assistance awards.

(b) Marking of Program Deliverables

(1) All recipients must mark appropriately all overseas programs, projects, activities, public communications, and commodities partially or fully funded by a USAID grant or cooperative agreement or other assistance award or subaward with the USAID Identity, of a size and prominence equivalent to or greater than the recipient’s, other donor’s, or any other third party’s identity or logo.

(2) The Recipient will mark all program, project, or activity sites funded by USAID, including visible infrastructure projects (for example, roads, bridges, buildings) or other programs, projects, or activities that are physical in nature (for example, agriculture, forestry, water management) with the USAID Identity. The Recipient should erect temporary signs or plaques early in the construction or implementation phase. When construction or implementation is complete, the Recipient must install a permanent, durable sign, plaque or other marking.

(3) The Recipient will mark technical assistance, studies, reports, papers, publications, audio-visual productions, public service announcements, Web sites/Internet activities and other promotional, informational, media, or communications products funded by USAID with the USAID Identity.

(4) The Recipient will appropriately mark events financed by USAID, such as training courses, conferences, seminars, exhibitions, fairs, workshops, press conferences and other public activities, with the USAID Identity. Unless directly prohibited and as appropriate to the surroundings, recipients should display additional materials, such as signs and banners, with the USAID Identity. In circumstances in which the USAID Identity cannot be displayed visually, the recipient is encouraged otherwise to acknowledge USAID and the American people’s support.

(5) The Recipient will mark all commodities financed by USAID, including commodities or equipment provided under humanitarian assistance or disaster relief programs, and all other equipment, supplies, and other materials funded by USAID, and their export packaging with the USAID Identity.

(6) The Agreement Officer may require the USAID Identity to be larger and more prominent if it is the majority donor, or to require that a cooperating country government’s identity be larger and more prominent if circumstances warrant, and as appropriate depending on the audience, program goals, and materials produced.

(7) The Agreement Officer may require marking with the USAID Identity in the event that the recipient does not choose to mark with its own identity or logo.

(8) The Agreement Officer may require a pre-production review of USAID-funded public communications and program materials for compliance with the approved Marking Plan.

(9) Sub-recipients. To ensure that the marking requirements “flow down'' to sub-recipients of sub-awards, recipients of USAID funded grants and cooperative agreements or other assistance awards will include the USAID-approved marking provision in any USAID funded sub-award, as follows:

“As a condition of receipt of this sub-award, marking with the USAID Identity of size and prominence equivalent to or greater than the recipient’s, sub-recipient’s, other donor’s or third party’s is required. In the event the recipient chooses not to require marking with its own identity or logo by the sub-recipient, USAID may, at its discretion, require marking by the sub-recipient with the USAID Identity.”

(10) Any ‘public communications’, as defined in 22 C.F.R. 226.2, funded by USAID, in which the content has not been approved by USAID, must contain the following disclaimer:

“This study/report/audio/visual/other information/media product (specify) is made possible by the generous support of the American people through the United States Agency for International Development (USAID). The contents are the responsibility of [insert recipient name] and do not necessarily reflect the views of USAID or the United States Government.”

(11) The recipient will provide the Cognizant Technical Officer (CTO) or other USAID personnel designated in the grant or cooperative agreement with two copies of all program and communications materials produced under the award. In addition, the recipient will submit one electronic or one hard copy of all final documents to USAID’s Development Experience Clearinghouse.

(c) Implementation of marking requirements.

(1) When the grant or cooperative agreement contains an approved Marking Plan, the recipient will implement the requirements of this provision following the approved Marking Plan.

(2) When the grant or cooperative agreement does not contain an approved Marking Plan, the recipient will propose and submit a plan for implementing the requirements of this provision within [Agreement Officer fill-in] days after the effective date of this provision. The plan will include:

(i) A description of the program deliverables specified in paragraph (b) of this provision that the recipient will produce as a part of the grant or cooperative agreement and which will visibly bear the USAID Identity.

(ii) the type of marking and what materials the applicant uses to mark the program deliverables with the USAID Identity,

(iii) when in the performance period the applicant will mark the program deliverables, and where the applicant will place the marking,

(3) The recipient may request program deliverables not be marked with the USAID Identity by identifying the program deliverables and providing a rationale for not marking these program deliverables. Program deliverables may be exempted from USAID marking requirements when:

(i) USAID marking requirements would compromise the intrinsic independence or neutrality of a program or materials where independence or neutrality is an inherent aspect of the program and materials;

(ii) USAID marking requirements would diminish the credibility of audits, reports, analyses, studies, or policy recommendations whose data or findings must be seen as independent;

(iii) USAID marking requirements would undercut host-country government “ownership” of constitutions, laws, regulations, policies, studies, assessments, reports, publications, surveys or audits, public service announcements, or other communications better positioned as “by” or “from” a cooperating country ministry or government official;

(iv) USAID marking requirements would impair the functionality of an item;

(v) USAID marking requirements would incur substantial costs or be impractical;

(vi) USAID marking requirements would offend local cultural or social norms, or be considered inappropriate;

(vii) USAID marking requirements would conflict with international law.

(4) The proposed plan for implementing the requirements of this provision, including any proposed exemptions, will be negotiated within the time specified by the Agreement Officer after receipt of the proposed plan. Failure to negotiate an approved plan with the time specified by the Agreement Officer may be considered as noncompliance with the requirements is provision.

(d) Waivers.

(1) The recipient may request a waiver of the Marking Plan or of the marking requirements of this provision, in whole or in part, for each program, project, activity, public communication or commodity, or, in exceptional circumstances, for a region or country, when USAID required marking would pose compelling political, safety, or security concerns, or when marking would have an adverse impact in the

cooperating country. The recipient will submit the request through the Cognizant Technical Officer. The Principal Officer is responsible for approvals or disapprovals of waiver requests.

(2) The request will describe the compelling political, safety, security concerns, or adverse impact that require a waiver, detail the circumstances and rationale for the waiver, detail the specific requirements to be waived, the specific portion of the Marking Plan to be waived, or specific marking to be waived, and include a description of how program materials will be marked (if at all) if the USAID Identity is removed. The request should also provide a rationale for any use of recipient’s own identity/logo or that of a third party on materials that will be subject to the waiver.

(3) Approved waivers are not limited in duration but are subject to Principal Officer review at any time, due to changed circumstances.

(4) Approved waivers “flow down” to recipients of sub-awards unless specified otherwise. The waiver may also include the removal of USAID markings already affixed, if circumstances warrant.

(5) Determinations regarding waiver requests are subject to appeal to the Principal Officer’s cognizant Assistant Administrator. The recipient may appeal by submitting a written request to reconsider the Principal Officer’s waiver determination to the cognizant Assistant Administrator.

(e) Non-retroactivity. The requirements of this provision do apply to any materials, events, or commodities produced prior to January 2, 2006. The requirements of this provision do not apply to program, project, or activity sites funded by USAID, including visible infrastructure projects (for example, roads, bridges, buildings) or other programs, projects, or activities that are physical in

nature (for example, agriculture, forestry, water management) where the construction and implementation of these are complete prior to January 2, 2006 and the period of the grant does not extend past January 2, 2006.

ANNEX 3– MANDATORY AWARD REQUIREMENTS
1. 
APPLICABILITY OF 22 CFR PART 226 (May 2005)

(a) All provisions of 22 CFR Part 226 and all Standard Provisions attached to this agreement are applicable to the recipient and to subrecipients which meet the definition of "Recipient" in Part 226, unless a section

specifically excludes a subrecipient from coverage. The recipient shall assure that subrecipients have copies of all the attached standard provisions.

(b) For any subawards made with Non-US subrecipients the Recipient shall include the applicable "Standard Provisions for Non-US Nongovernmental Grantees." Recipients are required to ensure compliance with subrecipient monitoring procedures in accordance with OMB Circular A-133.

2.
IMPLEMENTATION OF E.O.13224 -- EXECUTIVE ORDER ON TERRORISM FINANCING (MAR 2002)

The Recipient/subrecipient(s) is reminded that U.S. Executive Orders and U.S. law prohibits transactions with, and the provision of resources and support to, individuals and organizations associated with terrorism. It is the legal responsibility of the recipient/subrecipient(s) to ensure compliance with these Executive Orders and laws. This provision must be included in all subawards issued under this agreement.

3.
FOREIGN GOVERNMENT DELEGATIONS TO INTERNATIONAL CONFERENCE (JAN 2002)

Funds in this [agreement, amendment] may not be used to finance the travel, per diem, hotel expenses, meals, conference fees or other conference costs for any member of a foreign government’s delegation to an international conference sponsored by a public international organization, except as provided in ADS Mandatory Reference “Guidance on Funding Foreign Government Delegations to International Conferences

[http://www.info.usaid.gov/pubs/ads/300/refindx3.htm] or as approved by the [AO/AOTR].

4.
USAID DISABILITY POLICY– ASSISTANCE (DEC 2004)

(a) The objectives of the USAID Disability Policy are (1) to enhance the attainment of United States foreign assistance program goals by promoting the participation and equalization of opportunities of individuals with disabilities in USAID policy, country and sector strategies, activity designs and implementation; (2) to increase awareness of issues of people with disabilities both within USAID programs and in host countries; (3) to

engage other U.S. government agencies, host country counterparts, governments, implementing organizations and other donors in fostering a climate of nondiscrimination against people with disabilities; and (4) to support international advocacy for people with disabilities. The full text of the policy paper can be found at the following website: http://www.usaid.gov/about/disability/DISABPOL.FIN.html.

(b) USAID therefore requires that the recipient not discriminate against people with disabilities in the implementation of USAID funded programs and that it make every effort to comply with the objectives of the USAID Disability Policy in performing the program under this grant or Cooperative Agreement. To that end and to the extent it can accomplish this goal within the scope of the program objectives, the recipient should

demonstrate a comprehensive and consistent approach for including men, women and children with disabilities.”

5.
DEBARMENT, SUSPENSION, AND OTHER RESPONSIBILITY MATTERS (JAN 2004)

(1) The recipient agrees to notify the Agreement Officer immediately upon learning that it or any of its principals:

(a) Are presently excluded or disqualified from covered transactions by any Federal department or agency;

(b) Have been convicted within the preceding three-years period preceding this proposal been convicted of or had a civil judgment rendered against them for commission of fraud or a criminal offense in connection with obtaining, attempting to obtain, or performing a public (Federal, State, or local) transaction or contract under a public transaction; violation of Federal or State antitrust statutes or commission of embezzlement, theft, forgery, bribery, falsification or destruction of records, making false statements, tax evasion, receiving stolen property, making false claims, or obstruction of justice; commission of any other offense indicating a lack of business integrity or business honesty that seriously and directly affects your present responsibility;

(c) Are presently indicted for or otherwise criminally or civilly charged by a governmental entity (Federal, State, or local) with commission of any of the offenses enumerated in paragraph (1)(b); and

(d) Have had one or more public transactions (Federal, State, or local) terminated for cause or default within the preceding three years.

(2) The recipient agrees that, unless authorized by the Agreement Officer, it will not knowingly enter into any subagreements or contracts under this grant with a person or entity that is included on the Excluded Parties List System (http://epls.arnet.gov). The recipient further agrees to include the following provision in any subagreements or contracts entered into under this award: DEBARMENT, SUSPENSION, INELIGIBILITY,

AND VOLUNTARY EXCLUSION (DECEMBER 2003) The recipient/contractor certifies that neither it nor its principals is presently excluded or disqualified from participation in this transaction by any Federal department or agency.

(3) The policies and procedures applicable to debarment, suspension, and ineligibility under USAID-financed transactions are set forth in 22 CFR Part 208.

6.
DRUG-FREE WORKPLACE (JAN 2004)

(1) The recipient agrees that it will publish a drug-free workplace statement and provide a copy to each employee who will be engaged in the performance of any Federal award. The statement must

(a) Tell the employees that the unlawful manufacture, distribution, dispensing, possession, or use of a controlled substance is prohibited in its workplace;

(b) Specify the actions the recipient will take against employees for violating that prohibition; and

(c) Let each employee know that, as a condition of employment under any award, he or she (1) Must abide by the terms of the statement, and (2) Must notify you in writing if he or she is convicted for a violation of a criminal drug statute occurring in the workplace, and must do so no more than five calendar days after the

conviction.

(2) The recipient agrees that it will establish an ongoing drug-free awareness program to inform employees about (a) The dangers of drug abuse in the workplace; (b) Your policy of maintaining a drug-free workplace;

(c) Any available drug counseling, rehabilitation and employee assistance programs; and

(d) The penalties that you may impose upon them for drug abuse violations occurring in the workplace.

(3) Without the Agreement Officer’s expressed written approval, the policy statement and program must be in place as soon as possible, no later than the 30 days after the effective date of this award, or the completion date of this award, whichever occurs first.

(4) The recipient agrees to immediately notify the Agreement Officer if an employee is convicted of a drug violation in the workplace. The notification must be in writing, identify the employee’s position title, the number of each award on which the employee worked. The notification must be sent to the Agreement Officer within ten calendar days after the recipient learns of the conviction.

(5) Within 30 calendar days of learning about an employee’s conviction, the recipient must either

(a) Take appropriate personnel action against the employee, up to and including termination, consistent with the requirements of the Rehabilitation Act of 1973 (29 USC 794), as amended, or

(b) Require the employee to participate satisfactorily in a drug abuse assistance or rehabilitation program approved for these purposes by a Federal, State or local health, law enforcement, or other appropriate agency.

(6) The policies and procedures applicable to violations of these requirements are set forth in 22 CFR Part 210.

7.
ORGANIZATIONS ELIGIBLE FOR ASSISTANCE (JUL 2004)

The U.S. Government is opposed to prostitution and related activities, which are inherently harmful and dehumanizing, and contribute to the phenomenon of trafficking in persons. None of the funds made available under this agreement may be used to promote, support or advocate the legalization or practice of prostitution. Nothing in the preceding sentence shall be construed to preclude assistance designed to ameliorate the suffering of, or health risks to, victims while they are being trafficked or after they are out of the situation that resulted from such victims being trafficked. Foreign organizations, whether prime or subrecipients, that receive U.S. Government funds to fight trafficking in persons cannot promote, support or advocate the legalization or practice of prostitution when they are engage on overseas activities. The preceding sentence shall not apply to organizations that provide services to individuals solely after they are no longer engaged in activities that

resulted from such victims being trafficked.

8.
HOMELAND SECURITY PRESIDENTIAL DIRECTIVE-12 (HSPD-12) (SEP 2006) - ASSISTANCE

In response to the general threat of unauthorized access to federal facilities and information systems, the President issued Homeland Security Presidential Directive-12. HSPD-12 requires all Federal agencies to use a common Personal Identity Verification (PIV) standard when identifying and issuing access rights to users of Federally-controlled facilities and/or Federal Information Systems. USAID is applying the requirements of

HSPD-12 to applicable assistance awards. USAID will begin issuing HSPD-12 “smart card” IDs to applicable recipients (and recipient employee), using a phased approach.
Effective October 27, 2006, USAID will begin issuing new “smart card” IDs to new recipients (and recipient employees) requiring routine access to USAID controlled facilities and/or access to USAID’s information systems. USAID will begin issuance of the new smart card IDs to existing recipients (and existing recipient employees) on October 27, 2007. (Exceptions would include those situations where an existing recipient

(or recipient employees) loses or damages his/her existing ID and would need a replacement ID prior to October 27, 2007. In those situations, the existing recipient (or recipient employee) would need to follow the PIV process described below and be issued one of the new smart cards.) Accordingly, before a recipient (including a recipient employee) may obtain a USAID ID (new or replacement) authorizing him/her routine access to USAID facilities, or logical access to USAID’s information systems, the individual must provide two forms of identity source documents in original form and a passport size photo. One identity source document must be a valid Federal or state government-issued picture ID. (Overseas foreign nationals must comply with the requirements of the Regional Security Office.) USAID/W recipients (and recipient employee) must contact the USAID Security Office to obtain the list of acceptable forms of documentation, and recipients working in overseas Missions must obtain the acceptable documentation list from the Regional Security Officer. Submission of these documents, and related background checks, are mandatory in order for the recipient (or employee) to receive a building access ID, and before access will be granted to any of USAID’s information systems. All recipients (or employees) must physically present these two source documents for identity proofing at their USAID/W or Mission Security Briefing. The recipient (or employee) must return any issued building

access ID and remote authentication token to USAID custody upon termination of the individual’s employment with the recipient or completion of the award, whichever occurs first.

The recipient must comply with all applicable HSPD-12 and PIV procedures, as described above, as well as any subsequent USAID or government-wide HSPD-12 and PIV procedures/policies, including any subsequent applicable USAID General Notice, Office of Security Directives and/or Automated Directives System (ADS) policy directives and required procedures. This includes HSPD-12 procedures established in USAID/Washington and those procedures established by the overseas Regional Security Office. In the event of inconsistencies between this clause and later issued Agency or government-wide HSPD-12 guidance, the most recent issued guidance should take precedence, unless otherwise instructed by the Agreement Officer.

The recipient is required to include this clause in any subawards (including subcontracts) that require the subawardee or subawardee’s employee to have routine physical access to USAID space or logical access to USAID’s Information Systems. .

9.
EQUAL PROTECTION OF THE LAWS FOR FAITH-BASED AND COMMUNITY ORGANIZATION (February 2004)

a. The recipient may not discriminate against any beneficiary or potential beneficiary under this award on the basis of religion or religious belief. Accordingly, in providing services supported in whole or in part by this agreement or in its outreach activities related to such services, the recipient may not discriminate against current or prospective program beneficiaries on the basis of religion, a religious belief, a refusal to hold a religious belief, or a refusal to actively participate in a religious practice; 

b. The Federal Government must implement Federal programs in accordance with the Establishment Clause and the Free Exercise Clause of the First Amendment to the Constitution. Therefore, if the recipient engages in inherently religious activities, such as worship, religious instruction, and proselytization, it must offer those services at a different time or location from any programs or services directly funded by this award, and participation by beneficiaries in any such inherently religious activities must be voluntary.

c. If the recipient makes subawards under this agreement, faith-based organizations should be eligible to participate on the same basis as other organizations, and should not be discriminated against on the basis of their religious character or affiliation.

10.
PROHIBITION ON THE USE OF FEDERAL FUNDS TO PROMOTE, SUPPORT, OR 
ADVOCATE FOR THE LEGALIZATION OR PRACTICE OF PROSTITUTION -                  ASSISTANCE (JULY 2004)

(a) The U.S. Government is opposed to prostitution and related activities, which are inherently harmful and dehumanizing, and contribute to the phenomenon of trafficking in persons. None of the funds made available under this agreement may be used to promote, support, or advocate the legalization or practice of prostitution. Nothing in the preceding sentence shall be construed to preclude assistance designed to ameliorate the suffering of, or health risks to, victims while they are being trafficked or after they are out of the situation that resulted

from such victims being trafficked.

(b) [This subsection (b) only applies to foreign non-governmental organizations and PIOs receiving U.S. Government funds to carry out programs that target victims of severe forms of trafficking as either prime awardees or subawardees.]

(1) For programs that target victims of severe forms of trafficking, as a condition of entering into this agreement or subagreement, the recipient/subrecipient agrees that in its activities outside of the United States and its possessions it does not promote, support, or advocate the legalization or practice of prostitution. The preceding sentence shall not apply to organizations that provide services to individuals solely after they are no longer engaged in activities that resulted from such victims being trafficked.

(2) The following definitions apply for purposes of this clause: 

FOREIGN NON-GOVERNMENTAL ORGANIZATION – The term “foreign non-governmental organization” means an entity that is not organized under the laws of any State of the United States, the District of Columbia or the Commonwealth of Puerto Rico.

SEVERE FORMS OF TRAFFICKING IN PERSONS. -- The term ‘‘severe forms of trafficking in persons’’ means—

(A) sex trafficking in which a commercial sex act is induced by force, fraud, or coercion, or in which the person induced to perform such act has not attained 18 years of age; or

(B) the recruitment, harboring, transportation, provision, or obtaining of a person for labor or services, through the use of force, fraud, or coercion for the purpose of subjection to involuntary servitude, peonage, debt

bondage, or slavery.

(c) The recipient shall insert this provision in all sub-agreements under this award.

(d) This provision includes express terms and conditions of the agreement and any violation of it shall be grounds for unilateral termination, in whole or in part, of the agreement by USAID prior to the end of its term.”

11.
STANDARD PROVISIONS FOR U.S. NON-GOVERNMENTAL ORGANIZATIONS

Interested applicants are encouraged to read and indicate their concurrence to standard provisions that can be viewed at USAID website: http://www.usaid.gov/policy/ads/300/303maa.pdf, 

(END OF SECTION E)
[END OF RFA 168-10-010]

Survey on Ensuring Equal Opportunity for Applicants





OMB No. 1890-0014 Exp. 1/31/2006





Purpose:





The Federal government is committed to ensuring that all qualified applicants, small or large, non-religious or faith-





based, have an equal opportunity to compete for Federal funding. In order for us to better understand the population of applicants





for Federal funds, we are asking nonprofit private organizations (not including private universities) to fill out this survey.





Upon receipt, the survey will be separated from the application. Information on the survey will not be considered in any





way in making funding decisions and will not be included in the Federal grants database. While your help in this data collection





process is greatly appreciated, completion of this survey is voluntary.





Instructions for Submitting the Survey:





If you are applying using a hard copy application, please place the completed survey in





an envelope labeled "Applicant Survey." Seal the envelope and include it along with your application package. If you are applying





electronically, please submit this survey along with your application.





Applicant's (Organization) Name: _______________________________________________________________________





Applicant's DUNS Number: ____________________________________________________________________________





Grant Name: _______________________________________________________________CFDA Number: ____________





1. Does the applicant have 501(c)(3) status?





2. How many full-time equivalent employees does





the applicant have? (Check only one box).





3. What is the size of the applicant's annual budget?





(Check only one box.)





4. Is the applicant a faith-based/religious





organization?





5. Is the applicant a non-religious community based





organization?





6. Is the applicant an intermediary that will manage





the grant on behalf of other organizations?





7. Has the applicant ever received a government





grant or contract (Federal, State, or local)?





8. Is the applicant a local affiliate of a national





organization?





Yes





3 or Fewer





4-5





6-12





Less than $150,000





$150,000 - $299,999





$300,000 - $499,999





$500,000 - $999,999





$1,000,000 - $4,999,999





$5,000,000 or more





No





15-50





51-100





over 100





Yes





Yes





Yes





Yes





Yes





No





No





No





No





No





Survey Instructions on Ensuring Equal Opportunity for Applicants





Provide the applicant's (organization)





name   and   DUNS   number  and  the





grant name and CFDA number.





1.  501(c)(3)   status  is   a  legal  designation





provided  on   application  to  the   Internal





Revenue         Service        by        eligible





organizations.    Some    grant    programs





may require nonprofit  applicants  to  have





501(c)(3) status. Other grant programs do





not.





2.  For  example,  two   part-time  employees





who  each  work  half-time  equal  one full-





time     equivalent     employee.      If    the





applicant  is a  local  affiliate of  a  national





organization,    the   responses  to   survey





questions 2  and  3 should  reflect the staff





and budget  size of the  local  affiliate.





3.  Annual   budget   means   the   amount of





money   our   organization   spends   each 





year on all of its activities.





4.  Self-identify.





5.  An     organization     is    considered     a





community-based     organization     if   its





headquarters/service  location  shares the 





same zip  code  as  the  clients you serve.





6.  An "intermediary" is  an  organization that





enables a group  of small organizations to





receive and  manage   government  funds 





by   administering    the    grant   on   their





behalf.





7.  Self-explanatory.





8.  Self-explanatory.





Paperwork Burden Statement





According to the  Paperwork Reduction Act of





1995, no persons are required to respond to a





collection    of     information     unless     such





collection   displays   a     valid   OMB   control





number. The  valid  OMB  control  number  for





this information  collection  is 1890-0014. The





time required  to   complete   this  information 





collection is  estimated  to   average   five  (5)





minutes  per  response,  including  the time to





review   instructions,   search    existing  data 





resources,   gather   the   data   needed,  and





complete    and     review     the    information





collection.





If   you    have    any   comments





concerning   the    accuracy   of   the  time





estimate(s) or suggestions  for  improving





this form, please write to:





U.S.  Department





of  Education, Washington, D.C. 20202-4651.





If   you   have    comments   or   concerns





regarding  the  status  of  your  individual





submission of this  form, write directly to:





Joyce I. Mays,  Application   Control  Center,





U.S.  Department  of  Education,   7th and D





Streets,     SW,      ROB-3,     Room     3671,





Washington, D.C. 20202-4725.





(END OF SECTION D)








� “New Media and International Media Development: A Resource Guide for Europe and Eurasia”, USAID, August 2008 available at:     http://www.usaid.gov/locations/europe_eurasia/dem_gov/docs/new_media_and_international_media_development.pdf
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Executive Summary

Does USAID’s democracy promotion program work? Although some prior studies
have examined specific projects in individual countries, no prior effort has studied the
question on a world-wide basis, and no prior study has encompassed the entire post Cold-
War period. Vanderbilt University and the University of Pittsburgh have undertaken this
research in a two-phased effort. In the first phase of that research, we found that the
answer to that question was “yes.” That is, on average, in the period 1990-2003,
USAID’s investments in democracy promotion produced significant increases in the
national level of democracy as measured by Freedom House and Polity IV indicators.
However, that study left many unanswered questions, and thus motivated this second
phase of the research.

The current report presents the results of the second phase of the project “Cross-
National Research on USAID’s Democracy and Governance Programs.” This analysis
complements and extends the study “Effects of U.S. Foreign Assistance on Democracy
Building: Results of a Cross-National Quantitative Study,” presented in January, 2006,
and a shortened version published in World Politics.” The present study expands the
initial effort in many ways, covering more years and including more variables. In
addition, the current study responds to numerous suggestions made by readers of the prior
report and published article, including those from academic and policy settings, as well as
to the comments made by the expert panel convened to review the results of this work
and to the comments made by the audience present in the public presentation of the study
at the Center for Strategic and International Affairs (CSIS) on December 7, 2007.

In the current effort, the data set is extended from 14 years to cover 15 years (1990-
2004) and 165 countries, yielding 2,416 observations (country-years). This expansion
proved to be particularly important because the prior data set ended in 2003, the year of
the U.S. invasion of Iraq, and thus did not capture the effect of the surge in democracy
spending in that country that occurred in 2004. The main measure of democracy used in
the study continues to be the widely used Freedom House index, complemented by the
Polity IV index. USAID DG (Democracy and Governance) assistance is measured as
“actual appropriated” funds (explained more fully in the text), now in constant 2000
dollars rather than 1995 dollars as in the prior report, both as an aggregated total for each
country, and also broken down into four main areas: 1) Elections and Political Process; 2)
Rule of Law, 3) Civil Society; and 4) Governance. A fifth category covering regional
and sub-regional programs was also included.

The revised study includes several new variables, including the percentage of
funds invested in particular sub-sectors, the volatility of USAID DG investment, and the
trend in USAID DG investment to determine if any of these variables influences the
impact of DG spending on democracy. In the revised study, the impact of political
culture is measured for the first time in order to determine if certain values can create a

! Steven E. Finkel, Anibal Pérez-Lifian and Mitchell A. Seligson, “The Effects of U.S. Foreign Assistance
on Democracy Building, 1990-2003”, World Politics, volume 59, (April, 2007) pp. 404-439.





more receptive environment for DG dollars. The study also includes other forms of
foreign assistance added as controls variables, including total investment in other (non-
DG) programs, non-USAID assistance (including funds from the National Endowment
for Democracy, NED), total U.S. development assistance not channeled through USAID
or NED, bilateral non-US foreign assistance and military assistance. Additionally, in
order to better study the problem of “endogeneity” we developed a new measure of the
degree to which a given country was a priority for the U.S. State Department. Finally,
the revised study includes additional improved control variables, such as a new measure
of democratic diffusion, and an expanded set of human rights measures.

Findings
Replication and Extensions

In the first part of this report we replicate the findings of the first phase using the
extended dataset and provide some extensions to the initial study. The main analytical
device of the study is to calculate the democracy trend for each of the countries in the
world that could have received U.S. DG assistance during the period 1990-2004. Those
trend lines become part of our “baseline model” to which we add the impact of many
variables, especially DG assistance, to determine if that assistance had an impact once all
other factors that we could reasonably expect to influence the process of democratization
have been taken into account. For this second phase of the research, we began with the
baseline model from the prior phase (i.e., a “hierarchical growth model” predicting the
country’s overall level and trends in democracy as measured by the Freedom House and
Polity IV indicators), which included a two-year rolling average of USAID DG and non-
DG appropriations and a series of other donor-related variables including funding from
other OECD donors and the National Endowment for Democracy.

What we find in this second phase is that the results of the analysis for 1990-2004
remain consistent with our previous results, namely, that DG assistance increases national
levels of democracy among recipient countries, but the impact is smaller than the one
documented during Phase 1 of the project. Further analysis indicates that this difference
is mostly explained by the unusually high level of USAID DG investment in Iraq in 2004
(the extreme levels of USAID DG assistance were not followed by an equivalent change
in democracy scores). We propose and test alternative ways of dealing with this issue,
each of which leads to the same conclusion, namely that once the “Iraq effect” is
controlled for, democracy assistances has a positive effect on democracy at the same
level as in the previous study. Specifically, the positive impact is such that $10 million of
USAID DG funding would produce an increase of more than one-quarter of a point (.29
units) on the 13-point Freedom House democracy index in a given year— or about a five-
fold increase in the amount of democratic change that the average country would be
expected to achieve, ceteris paribus, in any given year.

In the previous study, we devoted much attention to the potential problem of the
“endogeneity” of USAID DG assistance, that is, the possibilities that either unobserved
variables were causing both USAID DG allocations and democratic outcomes, thus
producing a spurious relationship between the two, or that USAID DG funding
allocations were the direct effect (and not the cause) of the democratic development that a
country had attained. The endogeneity of USAID DG assistance is perhaps the main





counter-hypothesis to the overall findings that we presented in the previous study, and the
issue has been raised in nearly every public presentation in academic and non-academic
settings that we have made on the project over the past several years. In addition, the
expert panel from the previous study urged us to redouble our efforts to make certain that
the results truly were robust in the face of this potential problem. In the revised study,
with more extensive testing, the effect of USAID DG remained consistent in models
addressing the problem of endogeneity in much more detail. These additional tests make
it far more likely that the findings reported in the initial report and in this follow-up
report are valid, and that USAID DG assistance does, indeed, produce a positive impact
on democracy in recipient countries.

The revised study also probed more deeply the over-time impact of USAID DG
assistance within the context of what are referred to as “lagged endogenous variable”
models. The main finding of this section is that democracy assistance may take some
time to “work.” The immediate impact of USAID DG assistance on Freedom House is
estimated to be .020, so that a one-million dollar rolling average investment changes
Freedom House scores by .020 units. If the million dollar investment was continued in
the next year, the two-term cumulative multiplier effect would be .033. Continuing these
calculations for a persistent one-million dollar rolling average investment over three,
four, and five years yields cumulative impacts of .041, .047, and .050 on the Freedom
House scale. In the revised study, then, it is found that the long-run effects of a
permanent one million dollar investment in USAID DG investment are quite a bit higher
than in the baseline model, and that a permanent fen million dollar investment is
predicted to have a cumulative (equilibrium) impact of over one-half of a point on the
Freedom House scale.

Under What Conditions Does Democracy Assistance Work Best?

The second part of this report analyzes the conditions under which USAID DG
assistance is more effective. We tested for differences in the impact of DG investment
across geographic regions. The results suggest that the effect of democracy assistance is
hard to distinguish across regions, although investment in Africa seems to be on average
more productive. Our limited findings in this area underscored the relevance of
collecting retrospective data on USAID DG investment for the 1980s, and the need to
preserve the updated data series in the future.

Is democracy assistance more effective in some social contexts than in others? The
answer is that the marginal effect of a million dollars invested in democracy assistance
seems to be greater in those countries that are in greater need of external assistance (i.e.,
countries that are poorer, socially divided, and suffer from lower levels of human capital).
Above a certain level of development (measured by the UNDP Human Development
Index) the effect of USAID DG is statistically indistinguishable from zero. Given the
estimates for this model, this threshold is approximately .71 (roughly the human
development levels achieved by Brazil or Tuvalu). This finding again suggests that
democracy assistance has a significant impact in those countries in greater socio-
economic need.





Democracy assistance also makes a stronger contribution under conditions of state
failure. Although this may be surprising, given the uncertain conditions that prevail in
failed states, related analyses tend to support this insight.

Democracy assistance is less effective in countries that receive a large percentage of
U.S. military assistance. This pattern, moreover, appears to explain fully the “Iraq
Effect” described above. Because Iraq represented a foreign policy priority mainly for
security reasons in 2004 (e.g., it received 23 percent of all security assistance in 2004,
vis-a-vis 0.6 percent for the average eligible country) and it was also the largest recipient
of democracy assistance (31 percent of all USAID DG funds spent in 2004), the overall
impact of USAID DG was depressed when compared to a model including data for 1990-
2003. In fact, once we allow the effect of USAID DG to be conditional on the U.S.
security priority variable, the impact of the Iraq effect loses its statistical significance,
indicating that it is in fact an extreme manifestation of a more general pattern by which
democracy assistance is less powerful when the overall policy towards the recipient
country is driven by security concerns.

Our analysis also found that democracy assistance is less effective when investment is
unstable, that is when funds are allocated to the recipient country in a volatile way. The
findings suggest that in about half of the recipient countries the level of uncertainty in
democracy investment may be high enough to compromise its impact.

Analysis of Democracy Sub-Sectors

The third part of the report explores the impact of sub-sectoral investment in the areas
of Elections, Rule of Law (and human rights in particular), Civil Society (and free media
in particular), and Governance on different dimensions of democracy. The results show
that, for the models estimated on identical or virtually identical sub- or sub-sub-sectoral
outcomes in the previous study—civil society, free media, and human rights—the addition
of the 2004 data (and the Iraq 2004 dummy variable) leads to findings that are very
similar to our original results. That is to say, USAID civil society and media assistance
have a significant positive impact directly on their respective sectors, and USAID human
rights assistance has a significant negative impact on the human rights outcome. Using
new outcome indicators, the current study finds that elections spending has significant
positive impact directly on the subsectoral outcome related to Elections, with some
additional impact of the governance spending. Governance spending, in addition,
impacts the Governance dimension, though the effect is relatively small in substantive
magnitude.

We collected additional data to extend our analysis of the Human Rights sub-sub-
sector. The purpose of the extended analysis was to explore the anomalous and troubling
negative impact of USAID DG Human Rights sub-sectoral assistance that had been found
in our first study. Our new data allowed us to investigate a number of alternative
hypotheses that might have accounted for this relationship. These hypotheses provided
new insights into institutional and behavioral influences on human rights abuse.
Unfortunately, they did not significantly ameliorate the negative impact of human rights
assistance on respect for human integrity.





The Role of Political Culture

The fourth part of the report analyzes the role of political culture in mediating the
impact of democracy assistance. The addition of political culture variables,
operationalized in terms of multivariate indicators of Institutional Trust, Personal
Satisfaction, and Social Engagement, finds that culture conditions the impact of USAID
DG. Specifically, culture exerts a positive facilitative effect for USAID DG assistance;
as a country’s political culture is more democratic, the impact of U.S. democracy
assistance has stronger effects on the country’s Freedom House score.

What appears to matter the most for facilitating USAID DG assistance is not the level
of institutional trust in a country, nor levels of optimism or life satisfaction, but rather the
degree to which the country’s citizens are trusting of one another, are psychologically
engaged with politics, and are less strongly nationalistic in their political orientations. At
these highest levels of Social Engagement, the impact of the USAID DG effect is three
times its level in the baseline model for all eligible countries. Two culture dimensions,
Personal Satisfaction and Social Engagement, have a significant impact on the slope of
countries’ democratic growth trajectories as well. That is, countries with higher levels on
these dimensions increase more rapidly on the Freedom House index, irrespective of the
impact of USAID DG assistance. In this regard, culture appears to play a generally
facilitative role in the development of democracy, as well as providing a more receptive
environment for USAID DG assistance in particular to succeed.

The data on political culture, however, were available for only about half of the
countries in the study, thus limiting the generalizability of this finding. Moreover, since
the availability of culture data limit the study to providing a single fixed value for each
country over the 15-year time period, it is not possible to determine in this study if early
investments of USAID DG assistance helped to improve the culture, which then made
democracy assistance more effective generally.

We conclude by noting that the evidence supporting a positive impact of USAID on
democracy is clear. This does not mean, of course, that in the future this will continue to
be the case. Shifts in where, when and how USAID spends its democracy assistance, and
shifting trends in democracy world-wide could make the assistance more or less effective
in the future. Yet, we feel that the 14 years of data we have analyzed here provide a
robust basis for drawing the conclusion that USAID DG assistance in the post-Cold War
period has worked.





Introduction

Under what conditions does democracy and governance (DG) assistance have its

greatest impact? Are some investment strategies more effective than others? This study
constitutes the second phase of the project “Cross-National Research on USAID’s
Democracy and Governance Programs,” and attempts to answer those questions . The
first phase of the study was conducted by our team between January and November of
2005 under a USAID-funded subgrant from the Association Liaison Office (ALO). The
initial study analyzed the impact of USAID’s democracy and governance programs using
a world-wide sample of 165 countries between 1990 and 2003 (Finkel, Pérez-Lifian, and
Seligson 2006; 2007). The results of the analysis at the time indicated that:

1.

USAID Democracy and Governance appropriations have a modest but significant
positive impact on democracy. This effect occurs over and above the expected
democratization trend in each country, and after controlling for a host of time-varying
and country-level economic, social and political attributes.

Using the Freedom House index as a measure of democracy, one million dollars
(measured in constant 1995 dollars, or the equivalent of 1.2 million dollars in 2004)
would produce an increase in democracy 50 percent greater than the improvement in
democracy otherwise expected by the average country in the sample during any given
year.

The study uncovered lagged effects of USAID DG appropriations, suggesting that
programs may take several years to generate full outcomes, and that the effects of
USAID DG assistance may be cumulative. (However, long-term effects were not
captured by the model. The estimation assumed that whenever USAID DG funds
were withdrawn, the country’s level of democracy would return to the expected
democratic trajectory within a year.)

The research also disaggregated USAID DG assistance into four main sub-sectors:
Elections and Political Processes, Rule of Law, Civil Society, and Governance.
Certain models disaggregated the investment portfolio even further, exploring the
impact of the sub-sub-sectors for Human Rights (part of Rule of Law) and Mass
Media (part of Civil Society). The analysis suggested that, just as USAID DG
assistance in general matters for overall levels of democratization, sub-sectoral and
sub-sub-sectoral appropriations tend to be effective on the dimensions of democracy
for which they are targeted. Only two exceptions seemed to defy this pattern:

a. In our tests, Governance appropriations appeared to have no impact, yet we
lacked appropriate measures of democratic performance in the governance area.

b. In contrast to the other sub-sectors, investment in human rights programs was
correlated with a decline in human rights in recipient countries. This result does
not seem to be just the result of human rights assistance flowing to problematic
countries. We explore some of the possible explanations for this finding below.

The presentation of the results at the Woodrow Wilson Center in October of 2005

elicited new questions from the Expert Panel, the audience, and the USAID team. The





second phase of the study is intended to address some of those issues. The main goals of
this study are:

e To update the data set in order to include new indicators and longer time-series.

e To address some remaining questions about the initial results, in particular
questions about endogeneity (to what extent can the positive effects be explained
by USAID DG funds flowing only to the promising cases?) and about the long-
term impact of USAID DG investment.

e To analyze the conditions under which democracy assistance has stronger effects,
in particular the impact of different social, economic, and political characteristics
of the recipient countries; as well as of different funding strategies adopted by
USAID.

e To incorporate political culture factors as control variables that might condition
the impact of assistance.

e To explore further the negative impact of US assistance on human rights observed
in the first study.

As in the first phase of the project, an expert panel was convened that helped guide
the research at critical junctures. The team consisted of: Professor Michael Coppedge,
Professor of Political Science, University of Notre Dame; Professor Mark Hallerberg,
Professor of Public Management and Political Economy, Hertie School of Governance
(Berlin); and Professor Pamela Paxton, Associate Professor of Sociology, Department of
Sociology, Ohio State University. Without their invaluable advice, this study would have
suffered many flaws. Any flaws in the study are, of course, the fault of the authors and
not the review panel or those at USAID.

Data and Measurement

The dataset for this project comprises 195 countries for the period 1990-2004. Thirty
countries have been excluded from the analysis because they are advanced industrial
democracies (and therefore de facto ineligible for foreign assistance), thus the effective
sample is constituted by 165 countries over a period of 15 years, yielding a total of 2,416
observations.” Appendix 1 presents the list of countries included in the study and the
total amount of USAID DG assistance that each country received over the period.
Technical issues about the definition of the population of independent states, as well as
the treatment of cases of secession and re-unification were addressed according to the
principles established during the first phase of the study (Finkel, Pérez-Lifian, and
Seligson 2006, 15-16).

2 All countries are observed between 1990 and 2004, with the exception of twenty-four countries that, as a
result of geopolitical shifts, enter the sample after 1990 (Armenia, Azerbaijan, Bosnia-Herzegovina,
Belarus, Estonia, Georgia, Croatia, Kazakhstan, Kyrgyzstan, Lithuania, Latvia, Moldova, Macedonia,
Slovenia, Tajikistan, Turkmenistan, Ukraine, and Uzbekistan in 1991; the Czech Republic, Eritrea, and
Slovakia in 1993; Palau and the West Bank in 1994, and East Timor in 2002), and Czechoslovakia that
exits the sample after 1992.





The dataset comprises two types of variables: time-varying factors (also referred in
this study as Level I variables), and country-level characteristics (Level 2 variables).
Variables in the first group (for instance, investment in democracy assistance and annual
GDP growth) display variation across countries as well as within countries over time,
while items in the second group (e.g., the size of the country) vary across countries but
basically remain stable over time. The main variables in the analysis (democracy and
USAID investment) are time-varying; Level 2 variables are treated as country
characteristics that not only play a role as controls, but also may mediate the impact of
Level 1 factors (including USAID investment) on democracy.

Democracy and Governance Programs

With the assistance of Andrew Green, the USAID team updated and revised the
database on USAID DG programs. The updated database contains 44,958 entries at the
activity level for all USAID sectors between 1990 and 2005. Each entry reports the
purpose of the activity, the total amount appropriated in current dollars, and the recipient
country.> Our analysis covers only until 2004 because information for other variables
was not available for 2005.* In addition to the new information for 2004 and 2005, the
revised database improved the coding of funds for Elections and Political Processes
channeled through centralized mechanisms (e.g., the Consortium for Elections and
Political Process Strengthening, CEPPS), and of funds for Civil Society related to labor
programs channeled through the American Center for International Labor Solidarity
(ACILS).

We aggregated the activity-level data to measure the size of USAID sectors and sub-
sectors in different countries and years. Because funds obligated during any given year
may be spent the following year, we computed two-year means (corresponding to the
current and past fiscal years) of the total amount obligated in each sector or sub-sector.
Our indicators thus reflect two-year running means of appropriations at the country-year
level, measured in millions of constant 2000 dollars.” The indicators (and the respective
variable names reported in the Codebook) are:

1. Total investment in Democracy and Governance (henceforth USAID DG) programs
(AID100). This sector comprises four sub-sectors, namely:

3 The amounts in the database generally reflect “actual appropriations” or the amount for which USAID is
allowed by Congress to incur obligations for specific purposes. In our previous work we referred to these
totals as “obligations” (Finkel et al. 2006; 2007). In this report we use the term “appropriations” as a better
short-hand for actual appropriations, but this change in terminology does not reflect a change in the
composition of the data.

* At the time we updated our dataset, information from Polity IV, the CIRI Human Rights Project, and the
World Bank’s Database on Political Institutions, among others, was not yet available for 2005. This lag
between the availability of one set of data (USAID appropriations) and the other measures is inevitable,
such that if we were to add 2006 appropriations data from USAID we would then need to wait until the
other measures would become available for that year.

> In Phase 1 of the project, we used 1995 dollars, but recent versions of the World Development Indicators
(World Bank 2006) have adopted 2000 as the base year for constant dollars. We followed this practice so
that all economic series would have a common metric.





1.1. Elections and Political Processes (AID110): Activities oriented towards
electoral assistance, support for the development of political parties, and
legislative representation.

1.2. Rule of Law Programs (AID120): Funding for human rights programs and for
legal and judicial development.

1.2.1. Human Rights Programs (AID121): This sub-sub-sector is already
captured by Rule of Law totals. When this variable is included in models
dealing specifically with human rights outcomes, a residual category for
Rule of Law programs (AID122) reflects only the remainder funding (mostly
oriented towards judicial development).

1.3. Civil Society Programs (AID130): Programs oriented towards the promotion of
independent mass media, civic education, and labor organization.

1.3.1. Free Media Programs (AID131): This sub-sub-sector is already captured
by Civil Society totals. When this variable is included in models dealing
specifically with free speech outcomes, the estimates for Civil Society
(AID132) reflect only the remainder funding.

1.4. Governance Programs (AID140): A very diverse category, this variable covers
transparency and anti-corruption projects, decentralization, local government,
and legislative assistance programs.

1.5. Regional and Sub-Regional Programs (RSAID100): This variable captures the
funds “available” to countries in a particular geographic area from programs
operating at the regional or sub-regional level. The amount was calculated by
dividing the total funding for those programs in any given year by the number of
countries in the region (or sub-region).

. A new group of variables was developed to describe USAID’s patterns of
investment in particular countries. Most of these variables were created as “Level
2” factors:

2.1. Percentage of funds invested in particular sub-sectors (P110, P120, P121,
P130, P131, P140). Those variables indicate the percentage of the total USAID
DG portfolio in a particular country that was obligated in each sub-sector in any
given year (based on the two-year running averages). For instance a value of 55
for AID110 indicates that fifty-five percent of the USAID DG funds invested in
the country over the last two years were allocated to Elections and Political
Processes.

2.2. Volatility in USAID DG Investment (L2.V100). This “Level 2” variable
captures the overall volatility of the democracy investment in each recipient
country during the period 1990-2004. Volatility is defined as the average
(positive or negative) deviation from the “expected” level of USAID DG
funding, based on past levels of funding and a time trend (for a similar
procedure, see Lensink and Morrissey 2000). The variable was estimated in
three steps:
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(1) Investment (AID100) was predicted for each individual country as:
AID100~=a+b; (YEARNUMt)+ bz(AID 1004 )+8t

where AID100; represents the size of the sector (or sub-sector) in the
country in year t, and YEARNUM is a time counter (1990=1, 1991=2,...).

(2) We computed the standard deviation of residuals & within in each country.

(3) Volatility was measured as the standard deviation of the residuals & divided
by the average AID100; for the country. This calibration of the measure
corrected for the correlation between the gross amount of USAID DG assistance
received by countries and the fluctuations in total spending observed in them.®

2.3.Trend in USAID DG Investment (L2.R100). This Level 2 variable captures the
presence of a sustained effort (or retrenchment) in the DG sector. The values
reflect the average yearly change in USAID DG investment in the country,
divided by the average level of investment during the period 1990-2004.

In addition to the USAID DG indicators, we collected information on other forms of
foreign aid as control variables:

3. Total investment in other (non-DG) USAID programs (AID000). This category
includes funding devoted to Agriculture and Economic Growth, Education,
Environment, Health, Humanitarian Assistance, Conflict Management and
Mitigation, and Human Rights programs not managed by the DG Office (e.g., human
trafficking programs). An additional variable (RSAID000) captured the funds
available to countries in a particular geographic area from non-DG programs
operating at the regional or sub-regional level. A third, Level 2 variable (L2.999A)
captured all U.S. development assistance invested in the country between 1946 and
1989 (measured in millions of constant 2000 dollars).

4. Non-USAID assistance:

4.1. Investment from the National Endowment for Democracy (AIDNED).

Information was collected from the annual report on U.S. Overseas Loans and
Grants, commonly known as the “Greenbook” (USAID 2006).

4.2. Total U.S. development assistance other than USAID or NED programs
(AID_2). This value was estimated as the difference between the total loans and
grants reported by the Greenbook as Economic Assistance, and the totals for the
AID and AIDNED variables. For simplicity, we refer to this variable as *here

4.3. Other Donor Assistance (DG and Non-DG: ODA100 and ODA000). Those
variables reflect official development assistance provided by countries other than
the United States to the particular recipient for democracy-related and non-

% In the volalitity, trend and portfolio analyses below (Section II), we exclude non-recipient countries from
consideration, as our goal is to assess the impact of different investment strategies among countries in
which the US actually invests. However, to verify the results of our analysis we run alternative models in
which non-recipient countries received a score of zero for variables in the L2.V and L2.R batteries. The
substantive findings discussed in Section II remained unchanged.
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democracy related programs (measured in millions of 2000 dollars, as a two-year
average). Data excludes multilateral cooperation. Information was compiled
from the OECD’s Creditor Reporting System (OECD 2006).

4.4. U.S. Military Assistance Priority (FPPO1). This item was measured as the
percentage of total U.S. military aid disbursed in any given year allocated to the
recipient country. This indicator seeks to capture to what extent the recipient
country constituted a geo-political strategic priority for the U.S. (USAID 2006).

Dependent Variables

In order to assess democratic outcomes, we employed two general measures of
democracy (the Freedom House and Polity indices) and five composite indices. In
general, because of its widespread universal use in democracy studies, we used Freedom
House as our baseline measure of democracy and employed alternative indices to verify
the robustness of our results. Put in other terms, if we began with any other measure,
many readers might question why we did not use Freedom House as our reference point,
even though indicator construction for national-level measures of democracy is still a
highly contested field in contemporary political science (Munck and Verkuilen 2002).
Using a checklist that is distributed to country experts, Freedom House rates the presence
of political rights and civil liberties in 192 countries every year. Scores for the two items
range from 1 to 7, with 7 being the lowest level of freedoms in each case (Freedom
House 2004a). Following the widespread practice in the field of democracy studies, we
inverted the scores so that the high numbers would reflect high levels of democracy,
rather than the counter-intuitive scoring method used by Freedom House in which low
numbers mean high democracy, and combined them into a single index of democracy,
ranging from 1 (autocratic) to 13 (democratic). The Polity IV score ranges between -10
(autocratic) and +10 (democratic); it reflects the competitiveness and openness of
executive recruitment, the competitiveness and regulation of political participation, and
the constraints on the chief executive. (For definitions of these components, see Marshall
and Jaggers 2002).

The five composite indices were designed to measure sub-sectoral outcomes,
dimensions of democracy that have been specifically targeted by the programs discussed
in the previous section of this report.” The indices were constructed using factor analysis
in order to combine related indicators originating from multiple sources. (Detailed
information on the factor analysis is available in Appendix 2). Factor scores were
calibrated to have a mean of 50 and a standard deviation of 10, and thus can be roughly
interpreted as scales ranging from 0 to 100.® For the second phase of the project, we have
adjusted the composition of some indices following the suggestions of the Expert Panel,

7 We remain agnostic on whether these measures reflect different dimensions or whether they capture
overlapping aspects of the democratization process. We selected component items intended to measure the
same (or closely related) theoretical constructs, to the extent that those constructs were relevant for USAID
funding priorities.

¥ Because in the composite scales a value of 50 represents the average case (country-year) in the sample,
and the standard deviation is set by construction to 10, actual values range from 24 to 78, and extreme
values (0 or 100) do not occur.
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and introduced a new index of good governance that captures administrative transparency
and efficiency. The five sub-sectoral composite indicators are

1. Free and Fair Elections (EL15): the first factor resulting from the analysis of
indicators of Electoral Competition (Vanhanen 2003); Electoral Competitiveness in
Legislative Elections (Keefer 2005, 14-15); Women’s Political Rights (Cingranelli
and Richards 2004), Competitiveness of Participation (Marshall, Jaggers, and Gurr
2005), and Democratic Accountability (ICRG 2006).’

2. Respect for Human Rights (RL15): the first factor resulting from the analysis of
Political Killings, Disappearances, Torture, Political Imprisonment (Cingranelli and
Richards 2004), and Political Terror (Gibney 2004).

3. Conditions for Civil Society (CS08): the first factor resulting from the analysis of
Restrictions on the Organization of Minorities (Minorities at Risk Project 2004),
Freedom of Assembly, Religious Freedom, Respect for Worker’s Rights, Freedom of
Movement, and Respect for Women’s Economic Rights (Cingranelli and Richards
2004).

4. Free Media (RL16): the first factor resulting from the analysis of Freedom of the
Press (Freedom House 2004b, three-point and 100-point scales); Freedom of Speech
(Cingranelli and Richards 2004), and Restrictions on Freedom of Expression
(Minorities at Risk 2004).

5. Good Governance (GV16): the first factor resulting from the analysis of subjective
measures of Perceptions of Corruption (Transparency International 2005); Conditions
for Investment; Administrative Corruption; and Bureaucratic Quality (Erb, Harvey,
and Viskanta 1996; ICRG 2001; ICRG 2006)."

Control Variables

The last set of variables comprises controls for social, economic, and political
conditions in the country. Some of the control variables are what we refer to as “Level 17
controls, which can vary over time for a given country. Others are what we call “Level

? Based on a network of country specialists, the International Country Risk Guide (2006) created a
subjective measure of democratic accountability ranging from zero to six, in which values between 0 and
2.5 correspond to autarchies; 3 to 4 to one-party states; 4.5 to “dominated” democracies; and 5 to 6 to
“alternating democracies.” The measure is highly subjective, yet correlates well with similar indicators.

' In Phase 1 of the project we used some of the World Bank’s Governance Matters indicators, but this
source provides no data prior to 1996 and only bi-annual data for 1996-2004. In contrast, the International
Country Risk Guide has developed a battery of subjective items that serve as components of its aggregate
country-risk score since 1984. ICRG collects information from a network of 75 to 125 country specialists
on a quarterly basis and “grades” countries based on this information. The Investment Profile, which ranges
from 0 to 12, measures the risk resulting from contract viability and expropriation, profits repatriation, and
delays in payments to foreign credits. The Corruption index is a subjective measure ranging from 0 (less
transparency) to 6 (more transparency), capturing “actual or potential corruption in the form of excessive
patronage, nepotism, job reservations, ‘favor-for-favors’, secret party funding, and suspiciously close ties
between politics and business.” Finally, the measure of Bureaucratic Quality, ranging between 0 and 4,
reflects subjective perceptions of whether bureaucracies are “autonomous from political pressure and have
an established mechanism for recruitment and training,” and to what extent “a change in government tends
to be traumatic in terms of policy formulation and day-to-day administrative functions” (ICRG 2006).
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2” controls, which are stable or very nearly stable characteristics of a country over the
1990-2004 time period covered by the study."’

The time-varying, Level 1 controls include:

1. Annual Growth in Per Capita GDP (PRFO01), based on GDP figures in constant
2000 dollars (World Bank 2006).

2. Index of Social and Political Conflict (POLO05). Banks’ index provides a weighted
average of eight forms of conflict (each form originally coded as a yearly event count
based on The New York Times): assassinations, general strikes, guerrilla warfare,

government crises, purges, riots, revolutions, and anti-government demonstrations
(Banks 2005).

3. State Failure Indicator (POL25). This dichotomous variable indicates the
occurrence of ethnic or revolutionary wars, genocide or politicide episodes, or violent
regime changes in any given year (Political Instability Task Force 2006).

4. Democratic Diffusion (DIF07). Based on our discussion of the subject with Mark
Billera of the USAID team, we created a new measure of democratic diffusion. The
diffusion score for any given country reflects the average Freedom House score for
all countries in the world (excluding the case in question) during the previous year,
with the values of the other nations’ FH scores weighted by the distance between their
capitals and the capital of the country in question (influences closer to the country are
weighted more heavily, based on the inverse of the distance).'?

5. We created a dummy variable that identifies the single observation corresponding to
Iraq in 2004 (Iraq in every other year, as well as every other country, are coded as
zero). The rationale for this ID variable is discussed in the following section.

6. We gathered and used measures of a number of independent variables to
operationalize a set of alternative hypotheses generated in our effort to explain the
anomalous negative relationship between respect for human rights and USAID sub-
sector assistance intended to promote respect for rights. These measures include
indicators of (1) press freedom, (2) international governmental and non-governmental
associations presence, (3) constitutional provisions designed to promote basic rights,
establish and protect judicial independence, and regulate states of emergency, (4) a
measure of actual judicial independence, and (5) perceived threats to leader

" The Level 2 variables are either attributes that did not change at all during the period under study (e.g.,
historical conditions that reflect the trajectory of the country prior to 1990), or because they reflect
conditions that change slowly over time and, in the absence of detailed time-series, were assumed,
reasonably we argue, to be considered “constants”.
12 The diffusion measure employed in Phase 1 of the project (Finkel et al. 2006) reflected the average
Freedom House score for all countries in the region (excluding the country in question) during the previous
year. The new measure includes all countries in the world, but weights their influence according to the
distance from the target country i. Let d; denote the distance between the capitals of countries i and j, the
formula to compute the spatial lags for country i a time ¢ is: R
DIF07,=Y —
j=1 d—.l

i
j=1

ij

X DGOZ‘/./,l
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continuation in power. They are described fully in the section analyzing respect for
human rights and in Appendix 7.

We also computed an additional Level 1 variable capturing the number of times that a
Secretary or Assistant Secretary of State was mentioned in relation to (i.e., in the same
sentence with) a particular country by the New York Times in any given year. This
variable (FPP04), conceived as a measure of the State Department’s priorities in any
given year, does not convey any sense of direction (i.e., DOS orientation toward the
countries may have been positive or negative, irrespective of the number of public
references). We discuss this item separately from the list of independent variables
because this factor was not employed in our models as a predictor of democracy, but as
an instrument for USAID DG; that is, a factor able to predict (at least in part) the
allocation of democracy funds in any given year, but not the level of democracy."> We
employ this instrument to create a proxy for democracy assistance in the models dealing
with endogeneity presented later in the report.

The Level 2 control variables are:

7. Prior Democracy (L2.03). This variable captures the number of years that the country
was rated as “Free” by Freedom House between 1972 and 1989. We employ this
variable as an indicator of the country’s democracy “stock”.

8. State Failure Indicator, 1960-89 (L2.12). This variable reflects the number of years
between 1960 and 1989 that the country suffered political anarchy or foreign
intervention according to the Polity database.

9. Average population, measured in thousands 1990-2004 (L2.20) (World Bank 2005).

10. Average Income per Capita, 2000-05 (L2.21). This variable captures the average per
capita income at purchasing power parity reported by the Central Intelligence Agency
between 2000 and 2005 (Central Intelligence Agency 2005). This indicator is highly
correlated with PPP values reported by the World Bank, but has better coverage (195
countries vs. 177 in WDI).

11. Income share of top 20 percent households, 1990-2004 (L2.22) (World Bank 2006).
12. Land area of the country, measured in square kilometers (L2.23).

13. Ethnolinguistic Fractionalization (L2.25). This measure is an average of the Annett
and the two Fearon indices of ethnolinguistic fractionalization, all measured using the
same formula (Annett 2001; Fearon 2003; Fearon and Laitin 2003)."* Values close to
zero indicate high homogeneity, and values close to one indicate extreme ethnic
fractionalization.

14. Human Development Index, circa 1990 (L2.28). To construct the Human
Development Index, UNDP collects information on life expectancy at birth, adult

" For all eligible country-years, the contemporaneous correlation of the DOS variable with DG assistance
is .30.

'* The formula for ethnolinguistic fractionalization is: 1 - Y., p;° , where p; denotes the population share
for each of the n ethnic groups in the country. Fearon estimated one index based on the figures of the A#/as
Narodov Mira and a second one using the CIA’s World Factbook.
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literacy, combined gross primary, secondary, and tertiary enrolment ratios, and real
GDP per capita (PPP$). The index is constructed in three steps: (1) adult literacy and
combined gross enrolments are combined into a single index of educational
attainment (with literacy representing two-thirds of the measure); (2) all indicators are
re-calibrated to vary between 0 and 1; and (3) the HDI is computed as simple average
of the life expectancy index, educational attainment index, and adjusted GDP index.
Higher values indicate better living conditions (UNDP 2006).

We also collected additional data on political culture using public opinion surveys.
Because the number of surveys is limited—in many cases it was hard to find more than
one survey per country—and because cultural traits are expected to be relatively stable
over time, we treated public opinion data as Level 2 (we averaged individual responses
within each country, created a country-level indicator). The main source for our culture
data was the World Values Survey (WVS). When WVS had conducted more than one
survey in a given country, we averaged the relevant variables across waves. For countries
not covered by WVS, we used other sources if an equivalent survey item was available.
As alternative sources we employed the AmericasBarometer carried out by the Latin
American Public Opinion Project (LAPOP), the Afrobarometer, and the Asian
Barometer. In all cases we re-scaled the items in a 0-100 scale to be consistent. The
large number of missing values (anywhere between 50 and 64 percent of the eligible
countries, depending on the item, lacked survey data) prevented any reliable imputation,
and forced us to work with a very limited sub-sample of countries. Because of this
reason, we do not include cultural variables in the baseline models, but treat them in a
separate section.

Based on an exploratory analysis of ten culture variables (see Appendix 3 for details),
we selected nine of them to create three composite scales. The indices are:

15. Institutional Trust (L2.C1). Average scores for Trust in the Government, trust in
the Justice System, and trust in Parliament. The survey questions read: “I am going
to name a number of organizations. For each one, could you tell me how much
confidence you have in them: Is it a great deal of confidence, quite a lot of
confidence, not very much confidence or none at all?”” Scores for the three variables
range from 0 (no institutional trust at all) to 100 (a great deal of institutional trust).

16. Personal Satisfaction (L2.C2). Average score of three items

e Satisfaction with democracy, measured as through the question: “On the whole
are you very satisfied, rather satisfied, not very satisfied or not at all satisfied with
the way democracy is developing in our country?” Scores range between 0 (not at
all satisfied) and 100 (very satisfied);

e Life satisfaction, measured through the question: “All things considered, how
satisfied are you with your life as a whole these days?” Scores range between 0
(dissatisfied) and 100 (very satisfied); and

e Happiness, measured through the question: “Taking all things together, would you
say you are: very happy, quite happy, not very happy, or not at all happy?”
Scores range between 0 (not at all happy) and 100 (very happy).
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17. Social Engagement (L2.C3), the average of

e Interpersonal trust, measured through the question: “Generally speaking, would
you say that most people can be trusted or that you need to be very careful in
dealing with people?” Scores range between 0 (need to be very careful) and 100
(most people can be trusted).

e Interest in politics, measured using the question: “How interested would you say
you are in politics?”” Scores range between 0 (not at all interested) and 100 (very
interested).

e National pride, based on the question: “How proud are you to be [Nationality]?”
The factor analysis reported in Appendix 3 suggested that this item was inversely
related to the underlying construct (social engagement), therefore we inverted the
scores to range between 0 (very proud) and 100 (not at all proud).

Table 1 presents the list of 64 variables included in different sections of this study.
Twenty-six Level 1 variables and six Level 2 variables have been incorporated as new
items in this phase of the project.

Several sources contained incomplete information, creating a problem with missing
values. Listwise deletion (i.e., dropping cases with missing information on any variable)
resulted in a poor solution because it reduced the geographic coverage of the analysis
significantly (see also King et al. 2001, 51-52). In order to minimize the number of
missing values, we imputed a few key variables. Whenever possible, we used alternative
sources of information to estimate the data. For instance, if GDP data from the World
Bank database (WDI) was not available for a particular observation, we estimated the
values using the Penn World Tables and the CIA Factbook (Heston, Summers, and Aten
2002). In other cases, although a second measure of the same concept was not readily
available, the high correlation among some variables in the dataset (e.g., between the
Freedom House and the Polity indices) facilitated the imputation process. Because
multiple imputation proved difficult in the context of our study, we adopted an
expectation-maximization (EM) procedure for the estimation of missing data (Allison
2001; McLachlan and Krishnan 1997)." Appendix 4 summarizes the variables that
required imputation, the percentage of missing values, and the variables employed to
obtain EM estimates.

" EM is a maximum-likelihood technique that employs information from other variables to estimate
missing data. “In simple cases, this involves running regressions to estimate 5, imputing the missing values
with a predicted value, reestimating P, and iterating until convergence” (King et al. 2001, 55). We
considered multiple imputation (i.e., creating multiple datasets with different estimates). However, practical
reasons (the need to impute at multiple stages of the analysis—measurement and causal modeling—and the
difficulty to implement multiple imputation with the software for some of the models we estimated) led us
to adopt a more parsimonious EM procedure (Allison 2001; King et al. 2001).
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Table 1. Variables Included in the Study

Level 1 (Time-varying covariates)

Qutcomes (Democracy)
Freedom House score, 1-13 scale

Polity score, —10-10

Index of Free and Fair Elections
Index of Human Rights

Index of Civil Society

Index of Free Press

Index of Good Governance*

Other Forms of Assistance
National Endowment for Democracy*

US Assistance other than USAID or NED

Other Donor Assistance on DG (bilateral)

Other Donor Assistance on Non-DG (bilateral)
US Military Aid Priority (% of annual worldwide)

USAID Activity
Total USAID DG Assistance

Total USAID Non-DG Aid

Elections and Political Processes
Rule of Law Programs

Human Rights Programs

Rule of Law (non-Human Rights)
Civil Society Programs

Free Media Programs

Civil Society (Non-Media)
Governance Programs

Regional Programs, DG

Regional Programs, non-DG
Percentage invested in Elections™
Percentage invested in Rule of Law*
Percentage invested in Human Rights*
Percentage invested in Civil Society™

Percentage invested in Media Programs™

Percentage invested in Governance*

Additional Control Variables

Annual Growth in Per Capita GDP
Democratic Diffusion*

Index of Social and Political Conflict

State Failure Indicator *

Iraq 2004 dummy*

Threat/Protest Index*

Civil War*

Five Freedoms Index*

Freedom to Strike*

Fair Procedure Index*

Formal Judicial Independence Index*

Courts have Exclusive Competence™

No Special, Military Courts*

State of Emergency Varimax scores Factor 1*
State of Emergency Varimax scores Factor 2*
Actual Judicial Independence*

Intnl. Intergovernmental Orgs Memberships*
Intnl. Nongovernmental orgs count logged*
Index of Freedom of Press*

Instruments for AID100
State Department Priorities [FPP04]*

Level 2 (Country-level characteristics)

USAID Activity
Total U.S. Aid 1946-89

Volatility in USAID DG, 1990-2004*
Trend in USAID DG, 1990-2004*

Additional Control Variables
Years Rated “Free” by FH 1972-89

State Failure Indicator, 1960-89
Average Income Per Capita, 2000-05
Average Population, 1990-2004
Income Share of top 20%, 1990-2004
Land Area of the Country
Ethnolinguistic Fractionalization
Human Development Index*
Institutional trust*

Personal satisfaction™

Social Engagement*

* New variables not included in Phase 1 of the project.

18






Part | — Replication and Extensions

The “Baseline” Model

We begin by replicating the “baseline model” from the previous phase of the project,
i.e., the hierarchical growth model predicting the country’s overall level and trends in
democracy as measured by the Freedom House (FH) and Polity IV indicators. In this
model, FH and Polity IV are predicted from a random country-specific linear time trend,
a series of country-level independent variables that determine the level and slope of the
time trend, the two-year rolling average of USAID DG and non-DG appropriations and a
series of other donor-related variables including funding from other OECD donors and
the National Endowment for Democracy. The multi-level or “hierarchical” model can be
expressed in two equations, one (at “Level 1) predicting intra-country growth in FH or
Polity scores over time, and the other (at “Level 2”) predicting the magnitude of the
Level 1 coefficients with time-invariant country level characteristics:

Level 1: Intra-country Growth
(D Vi=mo; + w1 T TuAIDy + TiiVie + €u

where a is a time-related variable, in this case the year of observation (1990, 1991,
1992...2004), &, is a random error term, and 7y; and 7z;; are regression coefficients that
represent the individual country’s (linear) growth trajectory. Specifically, 7 is the
“intercept” of the growth model, that is, individual county i’s “starting point” on, for
example, the Freedom House or Polity score at the first wave of data collection (1990),
and 7;; 1s the linear slope of the growth trajectory, such that the individual country
changes by 7;; units on the Freedom House or Polity score for every change in one unit of
a, in this case one year. Coefficient z,; captures the impact of foreign assistance on the
level of democracy, while AID;; indicates the amount invested in country i during year .
The vi; represent additional time-varying “covariates,” i.e., factors that have potentially
different values for a given country at each year, and which may influence the given
democratic outcome at a specific time. The 7;; then represent regression coefficients
linking the k" time-varying covariate to y;. All USAID-related variables, including U.S.
Democracy and Governance (DG) appropriations, non-DG appropriations, regional and
sub-regional DG and non-DG appropriations, and non-U.S. donor appropriations are
treated in this model as “time-varying covariates.” The set of time-varying covariates
also includes the time-specific control variables such as economic performance,
democratic diffusion, extent of political violence, state failure, and U.S. foreign policy
priorities. The full set of Level 1 variables in the “baseline model” may be found in
Table 1.

The second portion of the growth model attempts to explain why certain countries

have higher or lower 7 coefficients, i.e., why some countries begin the period at higher
or lower levels of democratization, why some countries change more rapidly than others,
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and why some countries may have higher or lower effects on democratic outcomes from
particular time-varying covariates. In equation form, we estimate:

Level 2: Inter-Country Differences
(2.0)  myi = Boo + BomXmi + 1oi
(2.1) 7w = B+ BipXmi + 1
(22) ;= Bz()

(23) Thi= BkO

where
Byo 1s the average (“fixed”) population intercept or starting point for the growth
trajectory;
Bom 1s the average (“fixed”) effect of some country characteristic X,, on the country’s
growth trajectory intercept;
By is the average (“fixed”) population slope for the democratization trend;
B 1s the average (“fixed”) effect of some country characteristic X,, on the country’s
growth trajectory slope;
By is the average (“fixed”) population effect for DG investment;
By is the average (“fixed”) population slope for the " time-varying covariate v;
roi 1s the deviation, or residual, of country i’s growth trajectory intercept from the
value predicted by the population average By, and all of the By,, X,,; and
r1i is the deviation, or residual, of country i’s growth trajectory slope from the
population average B;y and all of the B;,, X,n;

Equations (2.0) to (2.3) thus predict the magnitude of the Level 1 coefficients in
equation (1) with country-level characteristics, which include relatively stable factors
such as level of economic development, past political and democratic history, human
development and the like. A full set of the Level 2 variables included in the baseline
model can also be found in Table 1. Equations (2.0) and (2.1) express the growth curve
intercepts and slopes as random coefficients, predicted imperfectly from the stable
country-level characteristics with residual random variation captured in the
disturbances. Equations (2.2) and (2.3) predict the effects of the time-varying covariates
as fixed across countries; this is the normal specification for time-varying covariates in
the absence of strong expectations to the contrary. We relax this assumption in the last
section in the attempt to understand the factors that determine size of the z; coefficient
for USAID DG assistance, that is, the conditions under which USAID DG assistance has
larger or smaller effects.

The model of equations (1) and (2) can be seen as a hierarchical, or a multilevel
model because Level 1 (equation 1) represents intra-country differences in initial levels
of democratic outcomes and growth over time, and Level 2 (equation 2) models the level
and growth rates as functions of individual-level differences on important explanatory
variables. The model is also called a “mixed” model that contains both “fixed” and
“random” effects—in this case the B coefficients are fixed, either at the level of the
overall population of countries (Byg, B9, B29, and Byy) or as deviations from the
population averages that are determined by Level-2 explanatory variables (B, and B;,),
while the r;, 71j, and &,; terms are random disturbances. Because of the complex nature of
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the model’s error term (in this case ro; + r1; a;+¢s), the assumptions necessary for
ordinary least squares (OLS) estimation—errors that are independent, normally
distributed and with constant variance—are inherently inappropriate.'® In order to cope
with this problem, the model is estimated instead via iterative maximum likelihood
procedures, which are implemented in statistical software packages designed for
estimating hierarchical linear models. The baseline model includes both heteroskedastic
error variances, whereby the residual democracy score may vary more at some time
periods than others, as well as autocorrelated disturbances, which allow for the error
term &.;); to influence its successive value &4, as is commonly the case in longitudinal
data. The model thus captures the key features of intra-country longitudinal growth,
inter-country differences in the growth coefficients, as well as estimating the form of the
error term variances and covariances that is likely to obtain with over-time data on
democratic outcomes. '’

The results of the baseline model for the 1990-2004 time period are shown in Table
2. It can be seen that the USAID DG coefficient for both FH and Polity IV are
statistically significant, as they were in the previous grant’s analyses. However, it is also
the case that the magnitude of the USAID DG effect is considerably smaller in both
models than was reported earlier. The size of the coefficient in the Freedom House
model has fallen to .018, a 28% drop from its value of .025 in the previous study, and the
size of the DG coefficient in the Polity IV has fallen even more sharply to .023, a nearly
48% drop from its value of .044 in the previous study (see Finkel, Pérez-Linan, and
Seligson 2006, Table 4). We shall explore these differences in more detail below; for
now we simply note that the inclusion of the 2004 data does not change the core finding
that USAID DG assistance has significant impact on both Freedom House and Polity
democracy scores within the context of the baseline hierarchical growth model, though
the size of the effect is considerably attenuated from that reported earlier.

The other results from the baseline model largely corroborate the findings from the
previous study. Nearly all of the other donor variables (including the new NED variable)
show insignificant effects, aside from the anomalous negative effect from US
development assistance other than USAID or NED in the Freedom House model (but not
in the Polity IV model). Economic growth and social and political conflict have similar
effects in the FH model as before, and the new measures of democratic diffusion and
time-specific state failure show significant effects in the expected directions in both the
FH and Polity models.

' In this case the errors are dependent because ro; and ry; are common to each individual, and they have
unequal variances because ry; and rj; vary across individuals and r; a; varies across occasions of
measurement.

"7 We estimated the models using the MIXED module in SPSS 15.0 . We specified the error term structure
initially to be (ARH1) in order to model both the heteroskedastic and autocorrelated nature of the
disturbances. The Polity IV models in Table 2, though, attained the best fit through an autocorrelation-only
specification (i.e. without the heteroskedasticity option).
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Table 2. The Growth Model for Freedom House and Polity 1V Democracy Scores

Dependent Variable

Level 1

Democracy and Other Assistance

USAID DG
USAID Non-DG

National Endowment for Democracy
US Assistance other than USAID or NED

Regional-Subregional DG
Regional-Subregional Non-DG
Other Donor Assistance on DG

Other Donor Assistance on Non-DG
Economic and Political Factors
Annual Growth in GDP per Capita

US Military Assistance Priority
Democratic Diffusion
Social and Political Conflict
State Failure Indicator
Level 2
Effect on (Level-1) Intercept
Average Intercept
Prior Democracy
State Failure, Pre-1990
Income Per Capita
Population
Income Inequality
Ethnic Fractionalization
Pre-1990 USAID
Size in Square Km
Human Development Index
Effect on (Level-1) Trend

Average Slope for Growth Curve

Prior Democracy

State Failure Indicator
Income per Capita
Population

Income Inequality

Ethnic Fractionalization
Size in Square Km
Pre-1990 USAID

Human Development Index

Model Statistics and Variance Parameters

Random Variance (Intercept)
Random Variance (Slope)
Autocorrelation. (rho)
Model Deviance/AIC

0.018**
0.001*
0.132
-0.001**
-0.010
-0.010
8.1E-005
-4E-006

0.009**
-0.049**
0.185**
-0.001**
-0.696**

6.738**
0.280**
-0.499
-0.027
-3E-006
0.075**
-0.987
5.6E-005
-5E-005
6.938**

0.054**
-0.005
0.000
0.002
1.4E-007
-0.000
0.127**
-2E-005*
-7TE-007
0.061

5.807**
0.013**
0.801**
6539.983

2(a) — Freedom House

Coefficient  S. Error

0.005
0.001
0.168
0.000
0.123
0.013
0.001
9.1E-005

0.002
0.018
0.088
0.000
0.076

0.245
0.051
0.751
0.069
2.5E-006
0.033
1.086
4.7E-005
0.0001
2.526

0.016
0.003
0.045
0.004
1.5E-007
0.002
0.064
9.5E-006
2.7E-006
0.150

0.906
0.003
0.020
6575.983

2(b) - Polity IV
Coefficient

0.023*
0.001
-0.172
-0.001
-0.020
0.018
0.001
-0.000

-0.003
-0.052
1.151**
-0.001
-1.941**

1.512**
0.480**
-1.082
-0.159
-2E-006
0.070
-0.806
0.000**
-8E-005
14.186**

0.063*
-0.009
-0.009

0.004
-2E-007
0.003
0.179
1.3E-005
-4E-006
-0.391

9.981**
0.022
0.895**
9986.495

S. Error

0.012
0.001
0.327
0.001
0.268
0.022
0.001
0.000

0.005
0.043
0.155
0.001
0.173

0.421
0.086
1.477
0.117
4.2E-006
0.056
1.849
0.000
0.0003
4316

0.033
0.006
0.110
0.009
3.0E-007
0.004
0.135
2.0E-005
5.7E-006
0.313

3.445
0.015
0.026
9994.495

Note: **significant at p<.05; *significant at p<.10 (two tailed). Indented variable labels indicate interactive

effects.
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The average country begins the period slightly above the midpoint of the FH and
Polity scales, with starting points being higher for countries with stronger democratic
traditions, for countries with higher levels of human development, and (in the Polity IV
model) for countries that were recipients of USAID assistance before 1989. The Level 2
results predicting the size of country growth trajectories are also largely the same as
reported earlier. The average country changes by .054 units on the FH scale and .063 on
the Polity index over time, approximately the same average change as was reported in the
previous study. As in the previous study, we find that almost none of the country level
variables significantly predict the size of the country’s growth trajectory slope. The only
Level 2 variables to have significant impact on the growth trajectory slope in the
Freedom House model are ethnic fractionalization and size, with larger, more
heterogeneous countries increasing at a faster pace. Thus, this analysis leaves us with
much the same picture we had before, with USAID DG assistance as a significant
predictor of growth in democracy, as measured by both Freedom House and Polity IV,

The “Iraq Effect” and Other Influential Cases

The main difference between the 2004 results and those reported in the previous
grant’s analyses is the attenuation of the USAID DG assistance variable. While the
inclusion of new data, of course, will always lead to at least some minor changes in
statistical results, the magnitude of the differences in the estimated effect (a 30-50%
drop) for the variable that is of primary importance to this study, in our view, warranted
further investigation. The most likely reason for such a dramatic change is the presence
in 2004 of one or more cases with a large amount of “leverage” on the regression results,
that is, cases that have such large (small) amounts of USAID DG assistance coupled with
such small (large) levels of democracy that their inclusion reduces the magnitude of the
estimated coefficients across the entire sample. We explored this possibility by
estimating models that exclude one case at a time so that we can see how the exclusion of
the case(s) changes the magnitude of the estimated coefficients. Specifically, we
estimated a variant of the Freedom House and Polity IV baseline model 2,416 times, each
time excluding one country-year from consideration and registering the value of the
USAID DG coefficient.'® Table 3 shows the results of this estimation and the cases that
exert that most leverage on the coefficient, that is, the cases whose exclusion changed the
coefficient the most.

'8 We used the “jackknife” routine in STATA for this purpose. The baseline model in this case was
estimated with the XTREGAR module, and was equivalent to the baseline hierarchical growth model
without a random coefficient for “year” and without the heteroskedastic option for the error term.
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Table 3. The Iraq Effect:
Cases with Unusual Leverage on the USAID DG Coefficient

3(a) - Freedom House 3(b) — Polity

country-year Coefficient z-score Coefficient  z-score
Average coefficient 0.018 Average coefficient 0.036

(standard deviation) (0.0002) (standard deviation) (0.0005)

Irag 2004 0.026 42.077 Irag 2004 0.056 42.062
Iraq 2003 0.019 7.861 Serbia and Montenegro 2000 0.042 13.083
Colombia 2000 0.019 6.703  Iraq 2003 0.040 8.684
Haiti 1993 0.019 5.749 Haiti 1993 0.039 6.905
West Bank and Gaza 1994 0.019 5.246 Haiti 1994 0.039 5.920
Haiti 1994 0.019 4.718 West Bank and Gaza 1994 0.038 4.205
Panama 1992 0.019 4.532  Colombia 2000 0.038 3.934
Egypt 1998 0.019 4.417 Russian Federation 2000 0.037 3.512

Note: “z-score” refers to the number of standard deviations away from the average coefficient of .018
(Freedom House) or .036 (Polity IV) that the USAID DG coefficient represents in a model without
including the given country-year in the estimation.

The first row of the table shows that the average of the 2,416 estimated coefficients
for the USAID DG effect on Freedom House ratings is .018, with a standard deviation of
.0002, and the average coefficient for the USAID DG effect on Polity IV ratings is .036,
with a standard deviation of .0005. Below these figures are the cases in each estimation
that have the most leverage, as indicated by the size of the estimated coefficient
excluding that case, and its “z-score,” or how many standard deviations the coefficient
that results from excluding the case is from the average value. It can be seen that one
case, Iraq in 2004, is exerting an extraordinary amount of downward leverage on the
USAID DG coefficient—excluding this case would produce an estimated coefficient of
.026 on Freedom House, and .056 on Polity, with both values being approximately the
same magnitude as that estimated from the 1990-2003 data. That is, the exclusion of Iraq
2004 from the analysis would completely “restore” the size of the USAID DG coefficient
to the value found in the previous study. This is an astonishing effect for one case out of
2,416, as confirmed by the huge z-score of 42.1 for the Iraq 2004 case in both the
Freedom House and Polity IV models. No other case comes close to exerting this kind of
leverage. The next highest z-scores for Freedom House belong to Iraq in 2003 (z of 7.9)
and Colombia in 2000 (z of 6.7), with a resulting USAID DG coefficient of .019 if either
of those cases were to be excluded. The next highest z-score for Polity IV belongs to
Serbia-Montenegro in 2000 (z of 13.1 and a coefficient of .042 through exclusion,
followed by Iraq in 2003 (z of 8.7 and a coefficient of .040 through exclusion). Many of
the other cases with the highest leverage are the same for the two models, and in all other
cases the magnitude of the changes in the USAID DG coefficient are modest by
excluding any given country year from consideration.

Why is this effect occurring? It is clearly the result of an extremely large amount of
USAID DG assistance to Iraq in 2004 ($261 million in 2000 dollars), coupled with the
very low Freedom House and Polity IV democracy ratings (3 and -5). The amount of
USAID DG assistance to Iraq itself in 2004 is far more than the amount given to any
other country at any time in the data set, with the next highest value being 86.5 million to
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Serbia-Montenegro in 2003 and 2004, and the average value for recipient countries being
just under $5 million (in standard 2000 dollars) in any given year. In other words, Iraq
received 52 times the average amount of democracy assistance in 2004.

Because of the unusual leverage that Iraq 2004 is exerting on the USAID DG
coefficient in our models, we decided to undertake two “corrective” procedures. One is to
include an indicator (“dummy”) variable for Iraq 2004 in subsequent models as an
additional “control variable” predicting Freedom House and Polity IV scores. This
strategy assumes that there is something so fundamentally different about the particular
case that it should not be included within the general causal framework that holds for the
other 2,415 country-year cases. We believe that this is a reasonable approach, given that
the distribution of USAID democracy foreign assistance in Iraq that year occurred in a
completely non-standard context, namely that of regime change brought on by largely
U.S. military force.'” Re-estimating the hierarchical growth baseline model with an
IRAQ 2004 dummy variable included yields significant USAID DG coefficients of .029
for Freedom House and .044 for Polity IV, both values being somewhat higher than their
magnitude in the original research based on data through 2003 (see Table 4).° Further,
the IRAQ 2004 dummy variable itself shows significant coefficients of -4.5 for Freedom
House and -10.3 for Polity IV, indicating that, controlling for all other variables in the
model, Iraq in 2004 is predicted to be substantially lower on both of the overall
democratic indices than other cases in the analysis. In fact, the magnitude of the unique
negative effect for Iraq 2004 is over one-third of the total scale distance for Freedom
House and nearly one half of the total scale distance for Polity I'V.

The second strategy for handling the Iraq 2004 case is to attempt to explain the
reasons for its leverage in subsequent analyses, specifically in our models that assess
when and where USAID DG has more or less impact. It may be the case, for example,
that USAID DG has weaker impacts in other settings where democracy is low, in other
settings with high ethnic fractionalization, or in other settings with high US military
assistance as well. As we pursue these models, we can then assess whether the IRAQ
2004 dummy variable is still significant, or whether this case can be subsumed under the
more general causal process. We shall present evidence regarding these possibilities in
the analyses we present in Part Il below. For now, though, we shall include the dummy
Variablf1 for IRAQ 2004 from the analyses in the rest of this document unless otherwise
noted.

" For instance, funding amounts for democracy assistance programs in Iraq are inflated by extraordinarily
high security costs (plus higher salaries, extra home leaves, etc.). As a result, spending $1 million in Iraq
may not have the same impact as spending $1 million in a different setting.

%% Note that some Level 2 predictors with no significant effect in Table 2 also have insignificant effects in
Table 4. The elimination of four predictors (state failure for 1960-89, population, income per capita, and
US assistance for 1946-89) does not alter the results of the baseline model. In Parts II, III, and IV we
eliminate those predictors from the model in order to simplify the baseline equation.

2! Another possibility would be to transform the AID variables into logarithmic form, so that the $261
million dollars for Iraq 2004 would not be nearly as distinct from the assistance received by other countries.
The natural logarithm of $261 is 5.56, which is not so much greater a value than 4.44, the log of the DG
assistance to Serbia in 2003 and 2004 ($85 million). We rejected this strategy because of its fundamental
incompatibility with all of the analyses that we have done in the project to this point. See Finkel et al.
(2006, 59-62) for a discussion of alternative possibilities for scaling and standardizing the AID variables.
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Table 4. New Baseline Model with Control for Iraq 2004

Dependent variable:

Coefficient
Level 1
Democracy and Other Assistance
USAID DG 0.029**
USAID Non-DG 0.000
National Endowment for Democracy 0.071
US Assistance other than USAID or NED -0.000
Regional-Subregional DG -0.018
Regional-Subregional Non-DG -0.010
Other Donor Assistance on DG 4.5E-005
Other Donor Assistance on Non-DG -6E-007
Economic and Political Factors
Annual Growth in GDP per Capita 0.009**
US Military Assistance Priority -0.029
Democratic Diffusion 0.181**
Social and Political Conflict -0.001**
State Failure Indicator -0.740**
Iraq 2004 -4.509**
Level 2
Effect on (Level-1) Intercept
Average Intercept 6.776**
Prior Democracy 0.281**
State Failure, Pre-1990 -0.537
Income Per Capita -0.030
Population -3E-006
Income Inequality 0.073**
Ethnic Fractionalization -0.914
Pre-1990 USAID 5.2E-005
Size in Square Km -4E-005
Human Development Index 7.064**
Effect on (Level-1) Trend
Average Slope for Growth Curve 0.050**
Prior Democracy -0.005
State Failure Indicator -0.000
Income per Capita 0.003
Population 1.7E-007
Income Inequality 0.000
Ethnic Fractionalization 0.117*
Size in Square Km -2E-005**
Pre-1990 USAID -9E-007
Human Development Index 0.035
Model Statistics and Variance Parameters
Random Variance (Intercept) 5.874**
Random Variance (Slope) 0.013**
Autocorrelation (rho) 0.795**
Model Deviance/AIC 6519.931

2(a) — Freedom House

S. Error

0.006
0.001
0.168
0.000
0.122
0.013
0.001
9.0E-005

0.002
0.018
0.088
0.000
0.076
1.046

0.244
0.051
0.749
0.068
2.5E-006
0.033
1.085
4.7E-005
0.0002
2.521

0.016
0.003
0.045
0.004
1.4E-007
0.002
0.064
9.5E-006
2.7E-006
0.149

0.905
0.003
0.021
6555.931

2(b) — Polity IV

Coefficient S. Error
0.044** 0.014
0.000 0.001
-0.279 0.328
0.001 0.001
-0.051 0.268
0.017 0.022
0.001 0.001
-0.000 0.000
-0.004 0.005
-0.025 0.044
1.156** 0.154
-0.001 0.001
-1.994** 0.173
-10.309** 3.057
1.583** 0.421
0.477** 0.086
-1.092 1.475
-0.159 0.117
-2E-006  4.2E-006
0.068 0.056
-0.732 1.849
0.0002**  8.1E-005
-7E-005 0.0003
14.252** 4314
0.056* 0.033
-0.009 0.006
-0.011 0.109
0.005 0.008
-2E-007  3.0E-007
0.003 0.004
0.165 0.135
0.000 0.000
-4E-006  5.7E-006
-0.430 0.312
10.269%** 3.379
0.022 0.014
0.893** 0.026
9971.079  9979.079

Note: **significant at p<.05; *significant at p<.10 (two tailed)
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Extensions: Long-Run Effects of USAID DG Assistance

One limitation of the baseline model is that, in its current form, USAID DG
assistance is assumed to exert only a temporary impact on a country’s level of
democracy. That is, USAID DG assistance is modeled as a time-varying covariate in the
hierarchical growth model, so that its effect operates on Freedom House or Polity IV
ratings at a given point in time, and the effects are assumed by dint of the choice of our
statistical model to die out immediately thereafter. Such a formulation fails to capture the
potential and quite realistic assumption of a longer-run impact of USAID DG
investments, in that USAID DG programs may take several years or more to “work;”
moreover, a permanent increase in USAID DG assistance over time may cumulate in
ways that are not well-described by the single, time-specific USAID DG coefficient in
the current baseline model. We have therefore devoted considerable attention in our
current work to estimating models that can provide a more meaningful sense of the longer
term effects of USAID DG assistance on democratic outcomes.

In the previous study, we made some progress on assessing longer-term effects by
adding a lagged value of USAID DG assistance to the model, so that we predict Freedom
House or Polity IV scores with the current two-year average of USAID DG (DGy;) and
the previous year’s value as well (DG ;..;). The previous findings (Table 6, p. 61 in
Finkel et al. 2006) were that both coefficients had statistically significant values of .017.
Re-estimating this model with the full 1990-2004 data sets yields an insignificant lagged
USAID DG value unless the IRAQ 2004 dummy variable is included, in which case the
coefficient for current democracy assistance is .026 (p<.001) and lagged democracy
assistance is .012 (p<.07). In the context of this kind of statistical model, known as a
“finite distributed lag” model because of the limited number of lags specified, the
coefficients may be interpreted as follows:

1) The effect of a million dollar increase in the current two-year rolling average of
USAID DG on current Freedom House ratings is .026 (the coefficient for USAID
DG;);

2) The effect of each million dollar increase in the current two-year rolling average
of democracy assistance on Freedom House ratings one year in the future is .012
(the coefficient for USAID DGy,.);

3) The effect of a femporary million dollar increase in the two-year rolling average
of USAID DG assistance is therefore .026 in the first year, .012 in the second
year, and then O for all subsequent years;

4) The effect of a permanent million dollar increase in the two-year rolling average
of USAID DG assistance is therefore .038 units on the Freedom House scale, as
the effect in years 2 and higher will be .026 from the current year’s assistance
added to the .012 from the previous year’s value.

These results are suggestive of a process whereby USAID DG assistance takes some
time to “work,” and whereby sustained increases in funding may therefore cumulate to
some degree over time as well. However, the basic structure of a finite distributed lag
model prevents us from saying anything more in this regard. Longer-lag lengths are
possible to include, but we lose one year’s worth of data for each lag value of democracy
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assistance that is added to the model. And more generally, the specification of the model
ensures that the effect of any given year’s assistance is a transient one, whether it is over
one or two time periods. This is not a completely implausible specification but certainly
a restricted one.

A more general dynamic panel model that allows for longer-term lag effects takes the
following form:

() yu=a+ By, +Bx, + X, + Bz, tu, +k €,

where
v, 1s the lagged value of the Freedom House scale, or what is called the “lagged

endogenous variable,”
x,and x, , are the current and lagged values of USAID DG assistance,

z,, are all other time-varying covariates and Level 2 time-invariant independent

variables in the model,
u, 1s a country-specific effect that subsumes all unmeasured, stable country factors,

(and which, when added to the overall population intercept « , may viewed as
equivalent to the intercept of the country’s growth trajectory in the baseline model),
k, is a time-specific effect, such that events in any given year affect all countries’

democracy ratings in that year, independent of all other variables in the model,
g, 1s the error term for a given country’s Freedom House score in a given year ¢, and

B, through 3, are regression coefficients to be estimated.

This model is referred in the econometric literature as an “Autoregressive Distributed
Lag” (ADL) model, and is one of the standard models used in the field to estimate both
short and long-run dynamic processes. Here we report the results of this model,
estimated in the statistical package STATA 9.2. (see Table 5). The estimation of the
model proceeds first by differencing all variables to eliminate the confounding effects of
the u; term. It then applies relatively complex “instrumental” variable methods to
estimate the effects of the lagged endogenous variable, which, by construction, is
correlated with the error term of equation (3), even after the differencing process.?

*? The model is estimated via STATA’s XTABOND routine, which applies the Generalized Method of
Moments estimator developed by Arellano and Bond (1991). See Wavro (2002) for a good introduction to
these methods for political scientists.
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Table 5. Dynamic Models with Lagged Freedom House Democracy,
Generalized Method of Moments Estimation

5(a) USAID DG and 5(b) USAID DG
USAID DG Lagged
Coefficient St. Error  Coefficient St. Error

Democracy and Other Assistance

USAID DG 0.018* 0.010 0.020** 0.089
USAID DG Lagged 0.005 0.011 - -
USAID Non-DG -0.000 0.001 -0.000 0.001
National Endowment for Democracy 0.386* 0.226 0.388* 0.224
US Assistance other than USAID or NED 0.000 0.000 0.000 0.000
Regional-Subregional DG -0.087 0.140 -0.088 0.141
Regional-Subregional Non-DG -0.009 0.021 -0.010 0.021
Other Donor Assistance on DG -0.000 0.001 -0.000 0.001
Other Donor Assistance on Non DG -0.000 0.021 -0.000 0.000
Economic and Political Factors

Annual Growth in GDP per Capita 0.011* 0.006 0.011* 0.006
US Military Assistance Priority -0.013 0.016 -0.015 0.016
Democratic Diffusion 0.018 0.168 0.018 0.169
Social and Political Conflict -0.001 0.001 -0.001 0.001
State Failure Indicator -0.760** 0.197 -0.762** 0.198
Freedom House Lagged 0.644** 0.063 0.648** 0.061
Iraq 2004 -5.331** 1.297 -5.165** 1.249
N 2086 2086
Arellano-Bond z-test for second order 1.13 1.13
autocorrelation p=0.2572 p=0.2579

Note: **significant at p<.05; *significant at p<.10 (two tailed). Dependent variable is Freedom House.

The results in column 5(a) show that when lagged USAID DG assistance is
included, it does not achieve statistical significance. Dropping the lagged value of
USAID DG assistance yields the preferred model of column 5(b), with a significant
coefficient for contemporaneous USAID DG of .020, controlling for the lagged
differenced endogenous variable (with a significant effect of .648) and all other variables
in the model. The model is satisfactory in other respects, with only a few meaningful
substantive differences from the baseline model: the effects of democratic diffusion and
social and political conflict are now insignificant, and the effect of National Endowment
for Democracy (NED) assistance is now signiﬁcant.23 We note also that the model
satisfies the two statistical conditions for the applicability of the Arellano-Bond method:
the instrument set used for proxying the lagged differenced endogenous variable truly is

3 The insignificant results for democratic diffusion and political conflict are not unsurprising because these
variables are relatively stable over time, and, especially in the case of diffusion, the variables come close to
being washed out altogether in the differencing process of the model. The results for the National
Endowment for Democracy variable are more striking, but, as will be shown in the next section, they do not
hold up once controls for the possible “endogeneity” of the funding process are introduced.
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exogenous to the process (i.e., unrelated to the differenced error term), and there is no
second-order autocorrelation in the differenced error terms.>*

The USAID DG coefficients of the model may be expressed in terms of their short
and longer-term impacts.” In the notation of equation (3), the immediate impact of
USAID DG assistance on Freedom House is 3, , or in this case .020, so that a one-million

dollar rolling average investment changes Freedom House scores in the same time period
by .020 units. If the million dollar investment was continued in the next time period, the
two-term cumulative multiplier effect would be S, *(1+ f,), where S, again is the

coefficient for the lagged differenced endogenous variable. In this case the two-term
cumulative effect would be .020*(1+.648) or .033. Continuing these calculations for a
persistent one-million dollar rolling average investment over three, four, and five time
periods yields cumulative impacts of .041 after three periods, .047 after four periods, and
.050 after five periods.”® The “long-run multiplier effect,” representing the total effect of
USAID DG on FH at some equilibrium point as time approaches infinity, is 5, /(1- j,), or

in this case .056. Thus, we see that in this specification, the long-run effects of a
permanent one million dollar investment in USAID DG investment are quite a bit higher
than in the baseline model, and that a permanent ten million dollar increase is predicted to
have a cumulative (equilibrium) impact of over one-half of a point on the Freedom House
scale.”” This is stronger evidence than has been reported thus far in the project that
USAID DG investment has not only immediate impact on levels of democracy in
recipient countries, but also has impacts that cumulate to some degree over time and,
under certain reasonable statistical assumptions, endure after funding has been
withdrawn.

* The first condition is satisfied through the “Sargan test,” with a chi-square value of 98.28 with 90 df
(p=-26), and the second condition is satisfied through the Arellano-Bond test for second order
autocorrelation, with a z of 1.49, p=.14.

** De Boef and Keele (2005) and Kaplan (2002) have good expositions of how these effects are calculated
from the estimated coefficients in dynamic time series or panel models.

*® The general formula for cumulative impacts is 3, (1+ 5, + §,°+ f,*+.... #,>"), with each additional /3,

term representing the incremental effect for the given extra time period. See Kaplan 2002, p. 88.
?7 The presence of the lagged endogenous variable in this model means that the effects of even temporary
increases in AID DG funding will not immediately dissipate by next year, as is assumed in the baseline

model. The effects of a temporary one million dollars investment at time ¢ equals /3, the first year, £, f,

the second year, ﬂ2 ﬂ1 ? the third year, and so on. Thus, given the coefficient of .648 for the lagged

endogenous variable, a one-million dollar investment maintains 65% of its initial impact in the following
year, 42% of its initial impact two years hence, and dissipates to zero a full ten years after the initial
investment.
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Extensions: The Endogeneity of USAID DG Assistance

In the previous study, we devoted much attention to the potential problem of the
“endogeneity” of USAID DG assistance, that is, the possibilities that either unobserved
variables were causing both USAID DG allocations and democratic outcomes, thus
producing a spurious relationship between the two, or that USAID DG funding
allocations were the direct effect (and not the cause) of the democratic development that a
country had attained. The endogeneity of USAID DG assistance is perhaps the main
counter-hypothesis to the overall findings that we presented in the previous study, and the
issue has been raised in nearly every public presentation in academic and non-academic
settings that we have made on the project over the past several years. In addition, the
expert panel from the previous study urged us to redouble our efforts to make certain that
the results truly were robust in the face of this potential problem.

One possible source of the endogeneity of USAID DG assistance is from its
association with unobserved variables that (by definition) we were unable to include in
the analyses and which are also related to democratic outcomes. For example, countries
with better organized political parties may have a greater likelihood of attracting USAID
DG funding, and better organized parties may also produce pressure for greater political
rights and hence higher levels of overall democracy. As another example, following
(Paxton and Morishima 2005), countries that are more peripheral than others in the global
economic system may have a lower likelihood of receiving USAID DG funding
compared to more integrated countries, and peripheral/integrated status may then lead to
different levels of democracy. In both of these cases, the variable in question is not
included in the observed data set, and thus they both represent unmeasured potential
influences on the receipt of democracy assistance and the level of a country’s democratic
attainment.

An even more serious possibility, though, is that even after taking into account stable
unobserved factors in the fixed effects or first differences models, there is still
endogeneity in the process, such that levels of democracy cause USAID DG
appropriations and not the reverse. Indeed, it appears to be part of the “conventional
wisdom” regarding USAID DG assistance in the scholarly community, as evidenced by
the claim of Knack (2004, 259) that “AlID currently has an explicit policy of directing
more aid to countries that appear to be making greater progress towards
democratization.”*® As part of our endogeneity discussion in the previous study (pp. 62-
67), we provided ample anecdotal evidence that USAID does not necessarily fund those
countries “trending democratic,” so we will not repeat those arguments here. For the
skeptics, though, the issue must be settled by estimating statistical models that control for
this possibility.

To recap the statistical issues involved: if there are effects from democracy “causing”
USAID expenditures, the consequence is that the assistance variable at a given time point
will be correlated with the idiosyncratic error term of the Freedom House equation,
leading to the inability to estimate the effect of USAID DG assistance on democracy

* We note, however, that no direct evidence was presented by Knack in making this claim.
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without bias. The standard approach to this problem is to utilize instrumental variables or
Two-Stage Least Squares (2SLS) regression. In the first stage, a proxy variable is
estimated by regressing USAID DG appropriations on all exogenous variables as well as
on several predictors (“instrumental variables”) which are assumed to a) have no direct
effect on the Freedom House scores in that year, and b) have some significant influence
on the USAID DG variable. The predicted value of democracy assistance at time ¢ from
this equation is the best estimate of USAID DG levels, purged of their contemporaneous
relationship with the Freedom House time ¢ error term. In the second stage, the USAID
DG proxy variable is used to estimate the effects of USAID DG assistance on Freedom
House scores without bias.

In the previous study, we included as instruments in the first stage regression
predicting democracy assistance at time ¢ the twice-lagged level of assistance (i.e. USAID
DG;.;) and the country’s inflation and unemployment rates. This specification is
plausible, yet there were several limitations to the analyses we conducted there. First, we
provided no empirical verification that the set of variables indeed satisfied the exogeneity
restrictions necessary for inclusion in the analysis, that is, that they were unrelated to the
Freedom House error term at time 7. Second, we provided no empirical verification that
the instrument set was strongly related to time ¢t USAID DG assistance, so that they
would serve as good proxies for the USAID DG endogenous variable. And third, we had
no “built-in” exogenous variables in the study in the sense that none were designed
explicitly to serve as instruments for USAID DG assistance; our set of instruments was
arrived at by panel analysis convention (in the case of the twice-lagged variable) or
through examining the pattern of results in exploratory models. These limitations have
all been overcome in our current analyses, and we present the results of three endogeneity
models for the effect of USAID DG assistance on Freedom House ratings in Table 6
below. These models, as will be discussed, have the added statistical advantage of
controlling for the other source of endogeneity bias discussed above, the potential
confounding effects from unobserved stable variables.
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Table 6. The Effect of USAID DG Assistance: Endogeneity Models

6(a) 6(b) 6(c)

Coefficient St. Error Coefficient St. Error Coefficient St. Error

Democracy and Other Assistance

USAID DG 0.022** 0.008 0.020** 0.009 0.019**
USAID Non-DG 0.001 0.001 0.000 0.001 0.000
National Endowment for Democracy 0.079 0.175 0.325 0.243 -0.066
US Assistance not USAID or NED -0.000 0.001 -0.000 0.001 -0.000
Regional-Subregional DG -0.130 0.146 -0.061 0.136 0.020
Regional-Subregional Non-DG -0.022* 0.012 -0.008 0.021 -0.002
Other Donor Assistance DG 0.000 0.001 -0.000 0.001 -0.001
Other Donor Assistance Non DG -0.000 0.000 -0.000 0.000 -0.000
Economic and Political Factors

Annual Growth in GDP per Capita 0.008** 0.003 0.009 0.006 0.010*
Military Assistance Priority -0.011 0.024 -0.009 0.015 -0.018
Democratic Diffusion 0.163 0.117 -0.028 0.150 0.048
Social and Political Conflict -0.001* 0.000 -0.001 0.001 -0.001
State Failure Indicator -0.856** 0.091 -0.818** 0.193 -0.745**
Freedom House Lagged -- -- 0.679** 0.058 0.656**
Irag 2004 -4.311** 1.632 -3.591** 1.612 -3.930**
Constant 0.313** 0.092 0.000 0.016 -0.003
N 2251 2086 2086
R-squared (uncentered) 0.0826 - -
Sargan Test of Exogeneity of 0.379 (3) 207.06(184) 381.77(364)
Instruments [x* (df)] p=0.94 p=0.12 p=0.25
Arellano-Bond z-test for second 1.44 1.07
order autocorrelation P=0.15 p=0.29

0.008
0.001
0.218
0.001
0.138
0.178
0.001
0.000

0.006
0.017
0.164
0.001
0.177

0.046
1.481
0.013

Note: **significant at p<.05; *significant at p<.10 (two tailed). Dependent variable is Freedom House.

The model in Table 6a begins with all variables being expressed in first differences.
This serves to eliminate stable unobserved country-level factors from possibly
confounding the causal estimates. We then treat the USAID DG assistance variable as
endogenous. The proxy variable was constructed using all exogenous time-varying
covariates, along with differenced values of inflation and our measure of State
Department priorities (the number of times that a Secretary or Assistant Secretary of
State was mentioned in relation to a particular country by the New York Times). As noted
earlier, we created the latter variable in the hopes that it might serve as a suitable
instrumental variable, in that more State Department mentions for a given country would
potentially be correlated with additional USAID DG assistance, but not necessarily
correlated with democratic outcomes in that period. (This assumption was confirmed in
the statistical tests that we will discuss). Following Lewbel (1997), we also augment this
instrument set with the second and third moments of the USAID DG variable (for a
recent application of this procedure, see Rudra (2005)). This is done explicitly to
increase the explanatory power of the instrument set in the first stage, as the problem of
“weak instruments” hampers the efficient estimation of the effects of the endogenous
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variables. The results of this estimation show a significant democracy assistance effect of
.022. In addition, the model as a whole satisfies the assumptions of the instrumental
variable procedures: the Sargan test of the model’s overidentifying restrictions supports
the exogeneity assumptions regarding the instruments ( y2 of .379 with 3 df, p=.94);*’ the
hypothesis that the instruments are irrelevant in the first-stage equation can be decidedly
rejected (LR value of 1794.1 with 4 df, p<.0001); and the State Department foreign
policy priority instrument predicts USAID DG assistance in the first stage in ways that
make theoretical sense, as more State Department mentions lead to significantly more
USAID DG assistance in the country’s next obligation cycle.

In Table 6b, we show the results from estimating of an extended Arellano-Bond
dynamic panel model that includes the lagged endogenous Freedom House variable. This
is then the “endogenous USAID DG assistance” version of the model in Table 5b. Recall
that the Arellano-Bond Generalized method of moments (GMM) estimator makes use of
the panel structure of the data to include additional instruments in the form of more
distant lags of the model’s variables. Specifically, for the endogenous variables (in this
case both lagged Freedom House scores and USAID DG assistance), twice-lagged
variables and, where possible, all lags further back in time are used in the instrument set,
along with other instruments that may be specified. In this case, we augment the
“internal” lag-based instruments with the inflation rate, the State Department variable,
and the two higher-order moments of the assistance variable. The results again confirm
the significance of the USAID DG assistance effect. The value of the USAID DG
variable is .020 more than twice its standard error and nearly identical to its value in
Table 5b. The model again passes all relevant statistical tests, as the Sargan test supports
the exogeneity of the instruments (¥2 of 207.06 with 184 df, p=.12), and the test for
second-order autocorrelation is negative (z=1.44 p=.15).

In Table 6¢, we show the results of an extended endogeneity model that treats all
democracy assistance --- from USAID, from the National Endowment for Democracy,
and from other OECD donors --- as potentially endogenous. Again, the effect from
USAID DG assistance remains significant with a value of .019, while the effects from
NED and other donors are not statistically distinguishable from zero. The model passes
the relevant Sargan (¥2 of 381.77 with 364 df, p=.25) and second-order autocorrelation
tests as well (z=1.07, p=.29).

All of this evidence shows that the USAID DG assistance effect initially
demonstrated in the earlier hierarchical growth and dynamic panel models is robust; it
remains after assuming that assistance is endogenously related to Freedom House scores,
and it remains in endogeneity models that include the endogenous lagged dependent
variable as well. We are confident that the new methods employed here provide a
sounder statistical basis on which to make these claims.™

%% The Sargan test essentially tests whether the correlation between the second stage regression’s residuals
and the set of instrumental variables is indeed 0, as required by the IV procedure. See Baltagi (2005: 141).
3% As noted, the models in Table 6 also provide evidence that USAID DG assistance has statistically
significant effects on Freedom House scores, controlling for the potentially confounding effects of stable
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Part Il — Under what Conditions Does Democracy Assistance
Work Best?

In this section we present the findings regarding the conditional effects of democracy
funding. The fundamental question is: Under what conditions does USAID DG
assistance have a greater or smaller impact? We began our exploration of this problem
by modeling USAID DG impact as a function of initial country characteristics
(geographic location and general democratic conditions), and of USAID investment
strategies (the trend and volatility in democracy investment).

The analysis conducted in the following sections builds on the “baseline model”
presented in Part I. In the baseline model, represented by equation (1), the level of
democracy in any given country-year is estimated as a function of a country-specific
intercept (7y;), a country-specific democratization trend (r;;), the impact of USAID DG
assistance (72;), and the impact of additional & covariates (7;):

(1) Vi=1oi T 104+ 72AIDG; + TV T &4

Throughout Phase 1 of the project, as well as in the previous sections of this report,
we have assumed that the effect of USAID DG assistance is the same for all recipient
countries. Thus, Equation (2.2) presents the coefficient for USAID DG as equivalent to
the “average” effect for the whole sample (B2).

(22) V(% Bzo .

However, it is likely that particular conditions (whether characteristics of a recipient
nation or features of the USAID strategy towards the country) enhance or hinder the
effects of USAID DG investment. For instance, countries with highly repressive regimes
may be less permeable to democracy assistance. Alternatively, democracy funding may
have greater impact in countries in which USAID has a sustained and consistent, as
opposed to a more sporadic, presence. If this is the case, the impact of USAID DG
assistance will vary from country to country as a function of country-level characteristics,
just as the democratization trend (7»; ) is expected to vary from case to case. Equation
(2.2b) reflects this extension of the baseline model, in which the impact of USAID DG
assistance for country i () is modeled not just as a function of the “average” effect
(B20), but also of m country characteristics (X, Xa,..., Xm):31

unobserved (country-level) factors. In other models that control exclusively for this possibility (i.e.,
without also dealing with the reverse causality issue) USAID DG also shows significant effects, with
values of .031 in a traditional “fixed effects” model, and .021 in a “first differences” model, respectively.
These results are also shown in Appendix 5.

31 It would also be possible to include a random error term in equation (2.2b), such that the size of the DG
assistance coefficient would depend on the included Xs, with some degree of predictive error. These
models — with three random effects on the country level intercept, the slope of its democratic time
trajectory, and the AID DG coefficient -- proved too complex to obtain reliable estimates.
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(2.2b) 72 = B2+ BowXmi -

In the following sections we explore different types of “Xs”--regional characteristics,
domestic socio-economic conditions, local political conditions, international influences,
and investment patterns. Another way to understand equation (2.2b) is to consider B>, as
the coefficient for an interaction between the Level 1 predictor USAID DG assistance
and the Level 2 variable X,,. By substitution of (2.2b) into (1), the mixed model becomes

(1b)  yu=mp;i + wriau+ BooAIDy; + B2y XmiAIDyi + miivie + €4

In this model, B>y represents the impact of $1 million of USAID DG when the
mediating variable X,, is zero (which in our sample usually indicates the value for the
“average country,” as we have “centered” most independent variables at their means). In
turn, B, represents the change in baseline coefficient B>, for every one-unit change in the
mediating variable X,,. Thus, when the mediating variable is different from zero, the
overall impact of democracy assistance is conditional on the level of X, and the overall
coefficient of interest can be estimated as B20+Bng,m-.32 Following this logic we also
explore the role of time-varying factors, such as economic performance or political and
social conflict, that may mediate the effect of democracy investment using interaction
terms between USAID DG and particular Level 1 independent variables.

Because this strategy requires the introduction of multiple interaction terms in some
models, and in order to simplify the specification of our basic equation, in the rest of the
report we employ a “trimmed” baseline model that eliminates all independent variables
with insignificant coefficients in Table 4a. The elimination of four Level 2 predictors
(the state failure measure for 1960-89, population, income per capita, and total US
assistance between 1946 and 1989) does not alter the results of the baseline model and
simplifies the specification considerably.”

Regional Effects

We first analyzed regional patterns.** Is USAID DG investment more effective in
some regions than others? Some caveats are in order when we analyze this question.
First, differences across regions may relate to the period covered by the study (for
instance, democratization was steadily increasing in Eastern Europe during the 1990s,
while most regime changes had taken place in Latin America during the 1980s). Second,
regional locations are likely to “proxy” for other characteristics (culture, initial regime
conditions, etc.). Thus, interpretation of regional patterns should be made with care.

32 This also means that the standard error for the AID coefficient is conditional on the values of X,
complicating the interpretation of significance levels, but we address this problem below.

33 1t should be noted that the “trimmed” baseline model does include the Level 1 (time-specific) state
failure variable, as well as the UNDP Human Development Index, which is a partial reflection of a
country’s GDP per capita.

** We defined regions following standard USAID criteria. See Appendix 1 for a list of countries by region.
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In order to capture regional effects, we introduced regional dummy variables in
equations (2.0) for the initial level of democracy, (2.1) for the linear time trend, and
(2.2b) for the impact of USAID DG. The baseline category comprises countries in
Europe and Oceania,> and five dichotomous variables were included to indicate that
countries were located in Africa, Asia, Latin America, Eurasia, or the Middle East. The
resulting Level-2 equation for the USAID DG effect is presented as (2.2¢) below:

(2.2¢c) my = B + Byi(Africa) + By)(Asia) + Bjj;(Latin America) + By Eurasia) +
B,s(Middle East)

where B>y now represents the USAID DG coefficient for the average country in
Europe and Oceania, B;; indicates the difference of the USAID DG coefficient for the
average African country compared to the one for the reference category (B.y), and the
remaining coefficients indicate the distance between the effect for other regions and the
one for the reference category.

Table 7 summarizes the results for the regional models using Freedom House as the
dependent variable, and with unconditional effects not related to regions being omitted to
save space. The baseline coefficient for USAID DG (i.e., in Europe and Oceania) is
significant. The effect of democracy assistance in Asia, Latin America, Eurasia, and the
Middle East does not differ significantly from its impact on countries in the baseline
group but the impact of USAID DG assistance in Africa is significantly greater. An
investment of 10 million dollars is expected to increase the Freedom House democracy
score by 0.29 points in Europe, while the same ten millions are expected to increase
democracy by 0.82 points in Africa. This pattern may be explained by some of the
general conditions prevailing in Africa. We explore some of those conditions below.

Figure 1 illustrates the effects of USAID DG by region. The dotted lines represent
the 95 percent confidence intervals based on the conditional standard errors for each
region (we present confidence intervals as a continuous band for graphical purposes).
The impact of USAID democracy assistance is positive and significant (and virtually
indistinguishable from the baseline effect) for Asia and the Middle East. The effect is not
significant for Latin America and Eurasia, but it is also indistinguishable from the
baseline effect. Given the historical limitations in the data discussed above (e.g., the
democratization process occurred in Latin America mostly during the 1980s), it is hard to
reach clear conclusions regarding Latin America and Eurasia. This fact underscores the
need to collect retrospective data on USAID DG investment for the 1980s, and the need
to produce comparable time series in the future.

** We lumped together Europe and Oceania because Pacific Islands are not recipients of DG funds (only
Papua New Guinea received $0.2 million during the period under study) and thus it made little sense to
treat Oceania as a region with a distinctive DG effect.
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Table 7. Summary Table of Regional Differences in USAID DG Effects,
Levels of Democracy, and Time Trends

Coefficient  Std. Error
Democracy assistance

Baseline coefficient for USAID DG 0.029** 0.012
Africa 0.052** 0.023
Asia 0.009 0.016
Latin America -0.030 0.020
Eurasia -0.018 0.021
Middle East -0.009 0.014

Latent democratization trend

Baseline Slope for Growth Curve 0.073* 0.038
Africa 0.084 0.058
Asia -0.027 0.051
Latin America -0.015 0.046
FEurasia -0.254** 0.064
Middle East -0.074 0.050

Initial level of democracy (Intercept)

Baseline Intercept 8.640** 0.589
Africa -2.212** 0.962
Asia -2.941** 0.833
Latin America -1.133 0.755
Eurasia -1.768* 1.036
Middle East -4.388** 0.834

Note: Dependent variable is Freedom House. Baseline coefficients correspond to the
average country in Europe and Oceania. Coefficients for regions indicate the
distance between the coefficient for the typical country in the region and the Average
coefficient. ** Significant at p<.05; * Significant at p<.10

Besides the effects of the democracy assistance, Table 7 highlights the considerable
differences in the initial levels of democracy across regions. While the typical country in
Europe and Oceania entered the sample with 8.6 points in the Freedom House scale
(similar to the average Latin American country), the average country in other regions
entered the sample at 6.9 in Eurasia, at 6.4 in Africa, at 5.7 in Asia, and at 4.3 in the
Middle East. The typical country in the sample displayed an upward growth curve (an
increase of roughly 0.07 Freedom House points per year) except in the case of Eurasia
(with an average decline of -0.18 points per year).
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Figure 1. Impact of USAID DG, Conditional on Region
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Note: Entries indicate the conditional impact of $1 million for USAID DG; dotted lines indicate 95%
confidence interval (estimates from Table 7).

Socio-Economic Conditions

Is democracy assistance more effective in some social contexts than in others? In this
section we explore the role of domestic structural conditions as mediating variables in the
process of democracy assistance. In this regard, two hypotheses come to mind. The first
one is that democracy assistance has greater impact in countries that are better able to
employ the resources—countries that are wealthier, better educated, socially cohesive,
and with greater levels of human capital. The second, and opposite one, is that USAID
DG will have greater impact in countries with a stronger need for development assistance
—countries that are poorer, socially divided, and suffer from lower levels of human
capital. We test those hypotheses by treating structural conditions in Table 4 as
mediating factors. One Level 1 variable (annual per capita GDP growth) and four Level
2 predictors (ethnoliguistic fractionalization, income inequality, the size of the country,
and the Human Development Index) have been analyzed in interaction with USAID DG.

The results presented in Table 8 tend to support the second hypothesis over the first
one. The marginal effect of a million dollars invested in democracy assistance seems to
be greater in those countries that are in greater need of external assistance. In this model,
the mediating effects of economic growth, income inequality, and country size are
insignificant (the coefficients for the interaction terms are virtually zero and have p-
values ranging from .76 to .98). However, USAID DG assistance makes a greater
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contribution in countries that are ethnically divided. For the average country, an
investment of one million dollars is expected to improve Freedom House scores by .027
points. In a country one standard deviation above the mean in terms of ethnic
fractionalization, the same investment is expected to produce an improvement of .046
points. Figure 2 shows the size of the USAID DG coefficient at different levels of ethnic
fractionalization.

The coefficient for the interaction between USAID DG and the Human Development
Index is of borderline significance (p=.108) and it has a negative sign (indicating that aid
matters less in countries that are wealthier, more educated, and with higher levels of life
expectancy). This pattern deserves closer examination. Because the effect of democracy
assistance in Table 8 is conditional on human development, the standard error for the
overall USAID DG coefficient (i.e., the estimate of uncertainty for coefficient z,; in
equation 1) is not the standard error for USAID DG alone (i.e., for coefficient B in
equation 2.2b), but a conditional standard error, determined by the level of human
development in each case.’® Thus, the confidence interval around the expected impact of
USAID DG will vary according to the HDI index in each case. This will be the case in
all of the conditional effects models we examine in this section.

In order to illustrate these patterns, Figure 2 depicts the size of the (conditional)
coefficient for USAID DG and the 95 percent confidence interval around this estimate at
different levels of human development. For the average country in the sample, with an
HDI of .619, the expected impact of one million in USAID DG investment is .027 (the
baseline coefficient in Table 8). For the country with the largest observed HDI in the
sample (Israel, with .857) the expected impact of one million dollars would be barely
.001 Freedom House points (indeed, Israel has not been a recipient of democracy funds).
The size of the confidence interval the figure indicates that, above a certain HDI
threshold, the effect of USAID DG is statistically indistinguishable from zero. Given the
estimates for this model, this threshold is approximately .71 (roughly the human
development levels achieved by Brazil or Tuvalu).

This finding again suggests that democracy assistance has a significant impact in
those countries in greater socio-economic need. Indeed, in a model including interactions
of USAID DG with both regional and socio-economic variables, all regional interactions
became insignificant. This result (the table is not shown to save space) indicates that the
greater impact of democracy assistance in Africa (reported in Table 7) may be explained
by the prevailing socio-economic conditions in the region.

%% Following the notation for equation 2.2b, the conditional standard error can be computed as
[var(Bao)+X*var(Bam)+2Xcov(Bay Bay)]” (see Brambor, Clark, and Golder 2006).
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Table 8. The Conditional Effects of USAID DG Assistance:
Interactions with Socioeconomic Conditions

Level 1
USAID Democracy assistance
Baseline coefficient for USAID DG

Annual Growth in GDP per Capita

Ethnic Fractionalization

Income Inequality

Size in Square Km

Human Development Index
Other Assistance
USAID Non-DG
National Endowment for Democracy
US Assistance other than USAID or NED
Regional-Subregional DG
Regional-Subregional Non-DG
Other Donor Assistance on DG
Other Donor Assistance on Non-DG
Economic and Political Factors
Annual Growth in GDP per Capita
US Military Assistance Priority
Democratic Diffusion
Social and Political Conflict
State Failure Indicator
Iraq 2004
Level 2
Effect on (Level-1) Intercept
Average Intercept

Prior Democracy

Income Inequality

Ethnic Fractionalization

Size in Square Km

Human Development Index
Effect on (Level-1) Time Trend
Average Slope for Growth Curve

Prior Democracy

Income Inequality

Ethnic Fractionalization

Size in Square Km

Human Development Index

Model Statistics and Variance Parameters

Random Variance (Intercept)
Random Variance (Slope)
Autocorrelation (vho)

Model Deviance/AIC

Coefficient

0.027**
-0.0001
0.078**
-2E-005
-3E-008
-0.107%

0.000
0.075
-3E-006
0.019
-0.008
-2E-005
-1E-005

0.009**
-0.023
0.182**
-0.001**
-0.718**
-3.969**

6.783**
0.284**
0.073**

-0.827
-0.0001
6.209**

0.048**
-0.004
-0.0002
0.107*
-1E-005*
0.107

5.908**
0.012%**
0.791%*
6456.902

S. Error

0.006
0.000
0.021
0.001
1.4E-006
0.066

0.001
0.171
0.0004
0.123
0.013
0.001
9.0E-005

0.003
0.018
0.086
0.000
0.077
1.100

0.243
0.049
0.032
1.079
0.000
1.839

0.016
0.003
0.002
0.063
7.9E-006
0.108

0.881
.003
0.021
6492.902

Note: **significant at p<.05; *significant at p<.10 (two tailed) tsignificant at p .108.

Dependent variable is Freedom House.
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Figure 2. Impact of USAID DG, Conditional on Ethnic Fractionalization and HDI
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Note: Lines indicate the size of the USAID DG coefficient (vertical axis) at different levels of the
intervening variables (horizontal axes). Dotted lines indicate 95% confidence intervals (estimates from
Table 8).

Domestic Political Conditions

Can a similar argument be made with regard to local political conditions? Is
democracy assistance more effective in some political contexts than others? In Table 9,
we analyze the conditional effect of USAID DG according to two time-varying covariates
(Banks’ index of social and political conflict and the indicator for whether or not the
country experienced State Failure that year), and one country-level predictor (the prior
“stock” of democracy, or the number of years the country was rated “free” between 1972
and 1989). The state failure dummy captures extreme forms of political instability
(ethnic wars, revolutionary wars, genocide, abrupt regime breakdowns) in any given year.
The baseline coefficient for USAID DG in this model is marginally significant at the .1
level. None of the interaction terms are significant, indicating that the effect of USAID
DG is not significantly different from the baseline coefficient when the mediating
variables increase by one unit. However, the direction of the coefficients hints at larger
USAID DG effects under worse political conditions (state failure, less democratic
experience), and the estimate for the interaction between state failure and USAID DG is
close to the .1 level (p=.129). For these reasons, we analyzed the conditional effects in
more detail.
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Table 9. The Conditional Effects of USAID DG Assistance:
Interactions with Domestic Political Conditions

Coefficient S. Error
Level 1
USAID Democracy assistance
Baseline Coefficient for USAID DG 0.015* 0.009
Social and Political Conflict 4.4E-005 4.3E-005
State Failure Indicator 0.013t 0.009
Prior Democracy -0.002 0.002
Other Assistance
USAID Non-DG 0.000 0.001
National Endowment for Democracy 0.022 0.169
US Assistance other than USAID or NED -0.000 0.000
Regional-Subregional DG -0.011 0.122
Regional-Subregional Non-DG -0.008 0.013
Other Donor Assistance on DG 8.2E-005 0.001
Other Donor Assistance on Non-DG -7E-006 0.000
Economic and Political Factors
Annual Growth in GDP per Capita 0.009** 0.002
US Military Assistance Priority -0.025 0.018
Democratic Diffusion 0.179** 0.086
Social and Political Conflict -0.001** 0.000
State Failure Indicator -0.757** 0.077
Iraq 2004 -6.616** 1.872
Level 2
Effect on (Level-1) Intercept
Average Intercept 6.752** 0.243
Prior Democracy 0.283** 0.049
Income Inequality 0.073** 0.032
Ethnic Fractionalization -0.932 1.079
Size in Square Km -0.000 0.000
Human Development Index 6.451** 1.839
Effect on (Level-1) Trend
Average Slope for Growth Curve 0.052** 0.016
Prior Democracy -0.004 0.003
Income Inequality -0.0002 0.002
Ethnic Fractionalization 0.124* 0.064
Size in Square Km -1E-005 7.9E-006
Human Development Index 0.101 0.109
Model Statistics and Variance Parameters
Random Variance (Intercept) 5.783%%* 0.877
Random Variance (Slope) 0.012%** 0.003
Autocorrelation (rho) 0.798** 0.020
Model Deviance/AIC 6442.90 6478.90

Note: **significant at p<.05; *significant at p<.10 (two tailed) { significant at p .129. Dependent
variable is Freedom House.





Figure 3 depicts the conditional coefficients for USAID DG at different levels of
State Failure and Prior Democracy. In Table 9, the baseline coefficient for USAID DG
is marginally significant at the .1 level for non-failed states (variable POL25=0) and for
countries with an average democratic experience (rated “free” for about 3 years between
1972 and 1989, in the sample of eligible countries). When we observe extreme political
instability, the USAID DG coefficient grows from .015 to .028, and it becomes
statistically significant at the .05 level. Given the size of the confidence interval
(depicted in the graph), this difference of .013 Freedom House points is not enough to
establish that the effect of democracy assistance is substantively different under
conditions of state failure (thus, the interaction term in Table 9 is insignificant), but this
difference is enough to reduce the statistical uncertainty for the estimate. In other words,
we can be more confident that democracy assistance makes a contribution (whatever its
size) under conditions of state failure. Although this may be surprising, given the
uncertain conditions that prevail in failed states, the analysis of prior democracy tends to
support this insight. The effects of USAID DG are more consistent (and thus significant
at the .05 level) for countries with no prior democratic experience than for those with
longer democratic traditions. As in the previous section, the analysis of conditional
coefficients suggest that countries with a greater “need” for democracy assistance are the
ones in which such investment is more effective.

Figure 3. Coefficient for USAID DG,
Conditional on State Failure and Prior Democracy
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Notes: Dotted lines indicate 95% confidence intervals (estimates from Table 9).
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Given the results in Table 9, we also explored the role of prior democracy by looking
at the Freedom House trichotomous classification (Free, Partially Free, and Not Free)
during the year prior to the year under study. We created two dummy variables (one for
Free and another for Not Free observations) and computed interactions between those
variables and USAID DG. The reference category in this model corresponded to
Partially Free cases. The results (not reported here to save space), indicated that
investment in Partially Free countries makes a significant contribution to
democratization, and that the effect of investment in Free or Not-Free countries does not
differ from this estimated baseline impact. Thus the immediately prior level of
democracy does not condition the effect of USAID DG assistance; what appear to matter
are extreme conditions of state failure, and the lack of historical experience of the country
with democratic government.

International Factors

In Table 10, we explore the role of two time-varying covariates, democratic diffusion
and U.S. foreign security priorities, as international or “external” factors mediating the
impact of democracy assistance. As described above, Democratic Diffusion is measured
for each country using a weighted average of democracy in the world during the previous
year, excluding the country in question, and weighting every other country’s democracy
score according to the distance from the country’s capital city. Priority given by U.S.
foreign policy to security concerns for each country is measured using the percentage of
total U.S. security assistance (military and anti-narcotics aid) received by a particular
country in any given year. Both interactions in Table 10 are significant and negatively
signed. The democratic diffusion interaction indicates that, when a country’s external
environment is already more democratic, USAID DG is less effective. This finding
supports other results presented above indicating that democracy assistance makes a
greater contribution in more difficult contexts, but we note that it should be interpreted
cautiously, as the coefficient for diffusion is not significant in the full multivariate model
that we present below.

The coefficient for the interaction between U.S. Military Assistance Priority and
democracy assistance is also negative, suggesting that democracy programs are less
effective when the U.S. provides larger amounts of military assistance. This effect,
moreover, appears to explain fully the “Iraq Effect” that we detected earlier in Table 3.
Because Iraq represented a foreign policy priority mainly for security reasons in 2004
(e.g., it received 23 percent of all security assistance in 2004, vis-a-vis 0.6 percent for the
average eligible country) and it was also the largest recipient of democracy assistance (31
percent of all USAID DG funds spent in 2004), the overall impact of USAID DG was
depressed when compared to a model including data for 1990-2003.
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Table 10. The Conditional Effects of USAID DG Assistance:
Interactions with External Factors

Coefficient S. Error
Level 1
USAID Democracy assistance
Baseline coefficient for USAID DG 0.036** 0.006
US Military Assistance Priority -0.001** 0.000
Democratic Diffusion -0.010* 0.005
Other Assistance
USAID Non-DG 0.000 0.001
National Endowment for Democracy 0.016 0.169
US Assistance other than USAID or NED -0.001 0.000
Regional-Subregional DG -0.013 0.122
Regional-Subregional Non-DG -0.009 0.013
Other Donor Assistance on DG 0.000 0.000
Other Donor Assistance on Non-DG 1.1E-007 9.0E-005
Economic and Political Factors
Annual Growth in GDP per Capita 0.009** 0.002
US Military Assistance Priority -0.015 0.018
Democratic Diffusion 0.180** 0.086
Social and Political Conflict -0.001** 0.000
State Failure Indicator -0.731** 0.077
Iraq 2004 0.164 2.548
Level 2
Effect on (Level-1) Intercept
Average Intercept 6.788** 0.242
Prior Democracy 0.285** 0.048
Income Inequality 0.073** 0.031
Ethnic Fractionalization -0.979 1.074
Size in Square Km -0.000 0.000
Human Development Index 6.347** 1.831
Effect on (Level-1) Trend
Average Slope for Growth Curve 0.050** 0.016
Prior Democracy -0.004 0.003
Income Inequality -0.000 0.002
Ethnic Fractionalization 0.125* 0.064
Size in Square Km -1E-005 8.0E-006
Human Development Index 0.111 0.110
Model Statistics and Variance Parameters
Random Variance (Intercept) 5.731** 0.874
Random Variance (Slope) 0.013** 0.003
Autocorrelation (vho) 0.797** 0.020
Model Deviance/AIC 6427.196 6463.196

Note: **significant at p<.05; *significant at p<.10 (two tailed). Dependent variable is
Freedom House.





In fact, once we allow the effect of USAID DG to be conditional on the U.S. Military
Assistance Priority variable, the Iraq 2004 dummy loses its statistical significance,
indicating that the “Iraq effect” is in fact an extreme manifestation of a more general
pattern by which democracy assistance is less powerful when the overall policy towards
the recipient country is driven by security concerns (Bueno de Mesquita and Downs
2006). We note that none of the other interaction models presented thus far have the
same impact on the Iraq coefficient; that is, the Iraq 2004 variable is still significant after
including all other interactions except the military assistance variable.

It is worth noting that the U.S. Military Assistance Priority variable does not
distinguish between different forms of military assistance (e.g., training vs. equipment).
It also does not measure U.S. military intervention per se, but rather reflects overall U.S.
security or geo-strategic concerns in the bilateral relation with a given country. The
evidence suggests that, to the extent that USAID democracy assistance is provided in
settings where U.S. geo-strategic concerns constitute a priority for bilateral relations, the
effectiveness of democracy programs will decline.

In order to verify the previous findings, we estimated a model including all interactive
terms that were significant in Tables 8, 9, and 10 (plus the few terms that approached the
.1 level of significance in those models). This time we excluded the Iraq 2004 dummy,
because this case is subsumed into the more general pattern captured by the security
priority variable. The results, presented in Table 11, are consistent with the overall
findings described above. The impact of USAID DG is greater when countries:

are ethnically divided,

have lower levels of human development,

face major instances of political instability, and

are not recipients of large amounts of U.S. military assistance.

The interaction with the diffusion variable, as noted above, is now insignificant in the
full model, (p=.704), indicating that we cannot reject the hypothesis that USAID DG
works equally, regardless of the democratic nature of the country’s neighborhood.”’

Figure 4 plots these conditional coefficients for the four significant interaction
effects. The conditional effect of foreign security assistance (depicted in the lower-right)
is noteworthy. Because 95 percent of the countries in the sample individually receive
less that 1 percent of the security assistance disbursed in any year, any small deviation
from the variable’s mean (0.6 percent) tends to reflect a U.S. security priority and
therefore affects the significance of the USAID DG coefficient. The graph indicates that
USAID DG is insignificant (at the .05 level) for every recipient of more than 1.1 percent
of the total security assistance in any year. This group of countries, however, represents
only 4.3 percent of the cases in our sample. It includes countries such as Afghanistan,
Colombia, Egypt, Iraq, Jordan, Turkey, and Pakistan.

37 The results here confirm the earlier finding that diffusion has a positive impact on FH scores; the analysis
here says only that the effect of DG assistance does not depend on the recipient country’s neighborhood.
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Table 11. The Conditional Effects of USAID DG Assistance:
Multivariate Final Model

Coefficient  S. Error

Level 1

USAID Democracy Assistance

Baseline coefficient for USAID DG 0.018** 0.009
Ethnic Fractionalization 0.067** 0.022
Human Development Index -0.124** 0.060
State Failure Indicator 0.024** 0.010
Military Assistance -0.001** 0.000
Democratic Diffusion 0.002 0.007

Other Assistance

USAID Non-DG -7E-005 0.001

National Endowment for Democracy 0.035 0.170

US Assistance other than USAID or NED -0.000 0.000

Regional-Subregional DG 0.017 0.122

Regional-Subregional Non-DG -0.007 0.013

Other Donor Assistance on DG 3.5E-007 0.001

Other Donor Assistance on Non-DG 9.3E-007 9.0E-005

Economic and Political Factors

Annual Growth in GDP per Capita 0.009** 0.002

US Military Assistance Priority -0.014 0.018

Democratic Diffusion 0.187** 0.086

Social and Political Conflict -0.001** 0.000

State Failure Indicator -0.734** 0.077

Level 2

Effect on (Level-1) Intercept

Average Intercept 6.780** 0.243
Prior Democracy 0.285** 0.049
Income Inequality 0.071** 0.032
Ethnic Fractionalization -0.872 1.082
Size in Square Km -0.000 0.000
Human Development Index 6.083** 1.841

Effect on (Level-1) Trend

Average Slope for Growth Curve 0.049** 0.016
Prior Democracy -0.005 0.003
Income Inequality -0.000 0.002
Ethnic Fractionalization 0.110* 0.063
Size in Square Km -1E-005* 7.9E-006
Human Development Index 0.114 0.108

Model Statistics and Variance Parameters

Random Variance (Intercept) 5.917** 0.883

Random Variance (Slope) 0.012%** 0.003

Autocorrelation (rho) 0.792%* 0.021

Model Deviance/AIC 6432.312 6468.312

Note: **significant at p<.05; *significant at p<.10 (two tailed). Dependent variable is Freedom
House.





Figure 4. Conditional Coefficient for USAID DG
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Failure). Dotted lines indicate 95% confidence intervals (based on Table 11).

Investment Strategies

It is reasonable to assume that USAID’s investment strategy towards each country
may also shape the impact of democracy assistance. Levels of commitment, consistency
in investment patterns, the composition of the USAID DG portfolio, and other aspects of
USAID work may vary across recipient countries, with different implications for
democracy assistance. This is one of the areas in which the growth curve models may
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prove more useful, yet it is also one in which prior knowledge to guide our hypotheses is
less well developed.

In order to assess the impact of volatility on USAID DG effects, we introduced Level
2 volatility and trend variables as mediators for the impact of democracy assistance. As
explained in the first section of the report, the volatility variable captures the degree of
fluctuation in USAID investment over the period 1990-2004. This variable reflects the
extent to which yearly funding has departed from the level that would be expected given
the observed time trend and the level of funding during the previous year. The trend
variable, in turn, reflects the evolution of investment over time (positive values indicate a
pattern of growing investment). Our expectations are, following Lensink and
Morrissey’s (2000) work on foreign assistance, that more overall volatility in investment
will decrease the impact of investment at any given point in time, and the countries with
consistently increasing USAID DG allocations will show stronger effects from that
investment than countries with consistently decreasing investment.

Table 12 presents the results of two models using Freedom House as the dependent
variable. For the purpose of this analysis, we have worked with the sub-sample of
recipient countries (N=1,805) rather than the sample of eligible countries (N=2,416).
That is, we have treated the values for the volatility and trend variables as missing for
countries that never received USAID DG assistance.’® Model 12a reproduces the baseline
specification presented in Table 4 (including the Iraq dummy, but dropping the four
predictors with insignificant coefficients in Table 4). Model 12b reflects the revised
specification with multiple interaction terms (and eliminating the Iraq dummy) just
presented in Table 11.

In both models, the coefficient for the baseline USAID DG effect (i.e., when
assistance is at its overall average value) is similar in magnitude and significant at the .05
level. In Model 12a, the interaction with the trend variable is significant at the .1 level,
suggesting that democracy assistance has a greater impact when investment in the
recipient country expands over time. This effect, however, is insignificant in Model 12b,
once we control for other mediating factors (p=.984). The mediating effect of volatility is
negative in both models, but it fails to achieve conventional levels of significance.
However, the effect is close to the .1 level (p=.118) in Model 12a; because of this reason
we analyzed the behavior of the conditional coefficient more carefully.

¥ We estimated alternative models including non-recipient countries assuming values of zero in the
volatility and trend variables, and the results were consistent. Restricting an analysis of funding strategies
to countries that actually received funds, in our view, makes greater theoretical sense.
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Table 12. The Conditional Effect of USAID DG Assistance:

Interactions with Aid Volatility and Trend

Level 1
USAID Democracy Assistance
Baseline coefficient for USAID DG
Trend in DG Aid, 1990-2004
Volatility in DG Aid, 1990-2004
Ethnic Fractionalization
Human Development Index
State Failure Indicator
Military Assistance
Democratic Diffusion
Other Assistance
USAID Non-DG
National Endowment for Democracy
US Assistance other than USAID or NED
Regional-Subregional DG
Regional-Subregional Non-DG
Other Donor Assistance on DG
Other Donor Assistance on Non DG
Economic and Political Factors
Annual Growth in GDP per Capita
US Military Assistance Priority
Democratic Diffusion
Social and Political Conflict
State Failure Indicator
Iraq 2004
Level 2
Effect on (Level-1) Intercept
Average Intercept
Prior Democracy
Income Inequality
Ethnic Fractionalization
Size in Square Km
Human Development Index
Trend in DG Aid, 1990-2004
Volatility in DG Aid, 1990-2004
Effect on (Level-1) Trend
Average Slope for Growth Curve
Prior Democracy
Income Inequality
Ethnic Fractionalization
Size in Square Km
Human Development Index
Trend in DG Aid, 1990-2004
Volatility in DG Aid, 1990-2004

Model Statistics and Variance Parameters

Random Variance (Intercept)
Random Variance (Slope)
Autocorrelation (rho)

Model Deviance/AIC

12(a) - With Iraq

0.042**
0.043*
-0.047

0.001
0.071
-0.000
0.035
-0.011
-0.000
-1E-005

0.009**
-0.029
0.196**
-0.000
-0.758**
-4.867**

7.629**
0.172**
0.071**
0.573
-8E-005
6.121*%*
-3.813**
-1.104**

0.057*
-0.006
-0.001

0.123
-1E-005
0.032
-0.082
-0.007

3.622%*
0.016**
0.819**

5004.710

0.001
0.180
0.000
0.143
0.014
0.001
9.5E-005

0.003
0.023
0.099
0.000
0.086
1.311

0.407
0.059
0.032
1.180
0.000
1.931
1.203
0.424

0.031
0.004
0.002
0.085
9.2E-006
0.139
0.088
0.030

0.957
0.004
0.023
5040.710

12(b) — Without Iraq &

Multivariate

0.040**
0.001
-0.042
0.054**
-0.133**
0.030**
-0.001**
-0.002

0.000
-0.006
-0.000

0.041
-0.009
-0.000

4.5E-006

0.008**
-0.020
0.215**
-0.000
-0.771**

7.613**
0.169**
0.068**
0.595
-8E-005
5.679**
-3.766**
-1.035**

0.058*
-0.006
-0.001
0.113
-1E-005
0.057
-0.088
-0.011

3.817**
0.015%*
0.816**
5028.031

0.018
0.026
0.033
0.024
0.065
0.011
0.000
0.007

0.001
0.183
0.000
0.143
0.014
0.001
9.5E-005

0.003
0.025
0.099
0.000
0.087

0.410
0.060
0.033
1.192
0.000
1.946
1.212
0.428

0.030
0.004
0.002
0.084
9.1E-006
0.138
0.087
0.029

0.958
0.004
0.023
5064.031

Note: **significant at p<.05; *significant at p<.10 (two tailed). Dependent variable is Freedom House.
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Figure 5 presents the coefficients for USAID DG conditional on the volatility of the
investment. In Model 12a, the coefficient for USAID DG becomes insignificant above a
level of volatility equivalent to 0.51. In Model 12b the outcome is similar: the coefficient
for democracy assistance fails to meet the .05 level of significance above 0.43 points of
volatility. To provide a substantive interpretation of this result, consider that a value of
1.0 in the volatility scale would roughly indicate that the average yearly fluctuation in
USAID DG (above and beyond any changes explained by an ongoing investment trend in
the country) is as large as the average level of investment during the period. For instance,
if the average democracy assistance per year is $10 million, a volatility score of 1.0
would indicate that the expected fluctuation from year to year, once we control for any
regular trend, would be $10 million. A volatility score of 0.5 would indicate an expected
fluctuation of $5 million per year (i.e., average investment could be cut by half, or
increased by 50 percent next year). About 52 percent of the recipient countries in the
sample registered levels of USAID DG volatility above 0.5 points. This means that in
about half of the recipient countries the level of volatility in democracy investment may
be high enough to compromise its impact.

Figure 5. Coefficient for USAID DG, Conditional on Volatility of the Investment
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Notes: Lines indicate the size of the USAID DG coefficient (the vertical axis) at different levels of
volatility (the horizontal axis). Dotted lines indicate 95% confidence intervals.

The remaining interaction terms in Model 12b are consistent with the other findings
in Table 11. The results presented throughout this section of the report indicate that
USAID DG investment is more reliable when countries “need” it more (when they are
less developed, ethnically divided, or undergoing major forms of political instability),
when U.S. military assistance is low, and when assistance is deployed consistently and
without major fluctuations.
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Part Ill — Analysis of Sub-Sectors

In this part of the report we analyze the contribution of particular sub-sectors of
USAID DG assistance (Elections, Civil Society, and Governance) and sub-sub-sectors
(Human Rights, Free Media) to specific aspects of democracy. As explained in the
introduction of the report, we have created composite measures to capture aspects of
democratic performance targeted by USAID programs: the presence of free and fair
elections, respect for human rights, conditions for the emergence of a vibrant civil
society, independent media outlets, and efficient and transparent governance.

There were several criticisms of our previous work on this subject by the expert
panel, notably the inclusion of one of the two overall Freedom House democracy
dimensions in our measure of Free Elections, and the lack of a good overall measure of
governance. As noted earlier, we have undertaken a considerable review of the sub-and
sub-subsectoral outcomes and changed the measures in several instances.’

We show the results of the baseline hierarchical growth models for each sub- and sub-
subsectoral outcome in Table 13 below. The models, akin to the one presented in Table
4a, include the Iraq 2004 dummy variable, but do not include lagged USAID DG
variables. The results show that, for the models estimated on identical or virtually
identical sub- or sub-sub-sectoral outcomes in the previous study—civil society, free
media, and human rights—the addition of the 2004 data (and the Iraq 2004 dummy
variable) leads to findings that are very similar to our original results. As in the previous
study, Elections spending has a significant impact (.092) on the sub-sectoral outcome
related to Elections, with some additional impact of the governance spending (.060). In
the civil society model, civil society assistance has a significant effect of similar
magnitude (.292) as in the previous study, with governance outlays also showing a
significant impact of .098. The free media model shows a strong impact of USAID DG
media outlays (.573), with an additional impact (.151) of non-media Civil Society
spending. And the Human Rights model shows a similar pattern as in the previous study,
with Human Rights spending having a strong negative impact (-.664) and elections
spending having a relatively weaker positive impact (.152). We analyze the negative
coefficient for the human rights sub-subsector in the following section.

% In the revised index of Free and Fair Elections, we have eliminated the Freedom House measure of
political rights (to avoid overlaps with the general measure of democracy), and incorporated the World
Bank’s indicator of Electoral Competitiveness in Legislative Elections (from the Database on Political
Institutions) and ICRG’s index of Democratic Accountability. In the revised Civil Society index, we
eliminated Green’s Index of Civil Society to reduce the amount of imputation (the Green index only covers
Eastern Europe and the former Soviet Union).
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Table 13. Summary of Effects from Sub-Sector and Sub-Sub-Sector Analyses

Sub-Sector and Sub-Sub-Sector 13.1 13.2 133 13.4 135
Democracy Assistance

Elections  Human Rights  Civil Society Free Media Governance
Elections 0.092%* 0.152* n.s. 0.185%* n.s.
Rule of Law (all sub-sub-sectors) n.s. -- n.s. n.s. n.s.
-Human Rights -- -0.664** -- -- --
-Non Human Rights -- n.s. -- -- --
Civil Society (all sub-sub-sectors) n.s. n.s. 0.292%* -- n.s
-Media -- - -- 0.573**
-Non-Media -- - -- 0.151**
Governance 0.060** n.s. 0.098* n.s. 0.070**

Note: Entries are coefficients for sub-sectoral and sub-sub-sectoral USAID DG variables in models using
specific democracy dimensions as the dependent variables. General specification is otherwise equivalent to

trimmed baseline model described in the text. Full results shown in Appendix 6.
** Significant at p<.05; * Significant at p<.10 (two-tailed); n.s. Not significant at the .10 level.

For the new outcome indicator, the results are also positive. Governance spending is
the only type of assistance that impacts the new Governance dimension, though the effect

is relatively small in substantive magnitude. The size of the coefficient indicates that
increasing USAID governance funding by $10 million in a given year would raise the

governance score by about 7/10 of a point on the 100-point scale of efficient governance

and transparency.

Are sub-sectoral outcomes driven by the absolute level of investment in an area, or
the relative priority placed on some issues versus others? Our next set of models

by

addresses this question (Table 14). We include in the sub-sectoral models a new Level 1
variable: the percentage of the total USAID DG portfolio invested in the particular sub-

sector in any given year. This variable is intended to capture whether the effect of sub-

sectoral funds results from the total level of funding, reflected by the USAID variables,

or

by the prioritization of any particular sub-sector, reflected by the portfolio indicators. In
other terms, is it more effective to invest more in a particular sub-sector, or to expand the
relative weight of the sub-sector in the overall portfolio? The results presented in Table

14, indicate that, while the level of sub-sectoral investment affects particular dimensions

of democracy (consistent with the patterns shown in Table 13), the relative emphasis
given to particular sub-sectors does not have a direct impact on democratic outcomes.
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Table 14. Sub-Sectoral Effects According to Patterns of Investment

Sub-Sector Democracy Assistance 14.1 14.2 14.3 14.4 145
Elections Human Rights  Civil Society  Free Media Governance
Elections
Elections n.s. 0.155* n.s. 0.186** n.s.
Percentage invested in Elections ns. - - - -
Rule of Law
Rule of Law (all sub-sub-sectors) n.s. - .S. S.
-Human Rights - -0.747** --- ---
-Non Human Rights - n.s. --- --- -
-Percentage invested in Human Rights - n.s. - -—- -
Civil Society
Civil Society (all sub-sub-sectors) n.s. n.s. 0.296** - n.s.
Percentage invested in Civil Society - - n.s. -
-Media - --- --- 0.559** ---
-Non Media -—- --- --- 0.152** ---
-Percentage invested in Free Media - - - n.s. -
Governance
Governance n.s. n.s. 0.157** n.s. 0.081**
Percentage invested in Governance --- -—- -—- -—- n.s.

** Significant at p<.05; * Significant at p<.10 (two-tailed); n.s. Not significant at the .10 level.

Understanding the Impact of Human Rights Assistance

As we have noted in this and previous reports, the most unanticipated result in the
extensive analyses of the initial study of the effects of U.S. foreign assistance on
democracy building in the period 1990-2003 is the negative impact of receiving rule of
law funding directed at the improvement of human rights on the performance of nations
in protecting or abusing the personal integrity rights of their populations. The finding
persists through the models reported above.

Our plan for investigating this anomalous and troubling finding called for an
investigation of alternative hypotheses that might demonstrate the spuriousness of the
anomalous relationship between democracy assistance in the human rights area and
human integrity abuse:

reexamining the "reverse causality" explanation

reexamining the "measurement error" explanation

investigating the effects of potential omitted independent variables
exploring theory and analysis that might explain a "genuine relationship"

el S

We examined each of these alternative hypotheses carefully. A full report on our
investigations is given in Appendix 7. The full statistical model for that investigation is
given in Table A7.1 in that appendix. To avoid distraction from the principal thrust of
our work in this report, we only summarize our procedures, analyses, and conclusions
here.
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To test the reverse causality explanation -- that the relationship between
development assistance devoted to improving human rights and respect for human
integrity occurs because assistance is directed to countries with problematic records on
respect for personal integrity precisely because of their suspect records, we estimated
endogeneity models similar to those in Table 6 above. We found little change in the
estimated negative impact of USAID DG human rights assistance on our measure of
countries’ respect for human integrity. However, the models do not pass the relevant
tests for the exogeneity of the instrument set, and, thus, we can't be certain that we have
good instruments to serve as proxies for the HR AID allocation. So the possibility of
endogeneity in the process remains, even though all of our efforts to control for this have
yielded essentially similar results as presented previously

The measurement or reporting error explanation contends that "more democracy
assistance in the human rights area leads to higher levels of revealed human rights
abuses, but not necessarily higher levels of actual abuse." If this explanation were true, it
could mean that Rule of Law - Human Rights and other USAID DG assistance were
achieving an important goal, increasing sensitivity to and reporting of human rights
abuses. In the short run, such success would manifest itself in apparent -- but not real --
increase in abuses. We used existing data on press freedom and found interpolated
annual data on the within country presence of international governmental and
nongovernmental associations (IGOs/NGOs) to serve as proxies for increased reporting
of human rights abuses.

The omitted variables explanation suggests that the anomalous relationship between
human rights assistance and human integrity abuse occurs because our models omit
variables that are key to interpreting or ameliorating the relationship. After reviewing the
human rights literature, we posited indicators of constitutional structure, including both
formal and actual judicial independence, as omitted variables that were worthy of
exploration. We generated cross-national time series data on these omitted variables and
tested their effects in the model that is developed in Appendix 7.

The genuine relationship explanation posits that leaders who find themselves under
pressure to improve their human rights performance actually respond by becoming more
repressive because they feel their grip on power to be threatened. Our analysis plan
confronted this explanation more directly by including into our full statistical models of
human integrity performance empirical indicators of events or circumstances that would
be perceived as threatening by potentially repressive leaders. Specifically, we collected
and analyzed comprehensive data on four threat indicators: Organized Nonviolent
Protest, Organized Nonviolent Rebellion, Organized Violent Rebellion, and Civil War.
Our analysis explores whether these indicators—taken individually or collectively—
serving as proxies for leaders’ perceptions that cause them to abuse rights more as they
perceive themselves to be more threatened.

In discussing these four interpretations of the negative relationship between human
rights assistance and human rights protection, it is important to remember that they are
not mutually exclusive. Indeed, all four could be partial explanations for the relationship.
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The statistical model for our investigations is presented in Table A7.1 in Appendix 7.
It shows some encouraging and interesting results.

e Freedom of Press contributes to respect for human rights, an encouraging
finding, but not one that supports the reporting error hypothesis.

e Increases in IGO/NGO strength does appear to be associated with increased
human rights abuse, thus providing some support for the reporting error
hypothesis.

e None of the formal measures of constitutional provisions intended to
protect/promote human rights or judicial independence showed any
relationship to respect for human rights, but

e Actual judicial independence was strongly associated with greater respect for
human rights — a most encouraging finding.

e Increased activity that would appear threatening to political leaders were
strongly negatively associated with respect for human rights, thus supporting
the proposition that at least some human rights abuse may be the result of
perceptions of threat by political leaders.

Unfortunately for our analytical purposes, the negative relationship between Rule of
Law - Human Rights assistance and respect for human rights persisted, despite our best
efforts to eradicate it by testing alternative hypotheses asserting that it may be due to
reverse causation, measurement or reporting error, the influence of important omitted
variables, or the real reaction of leaders to perceived threat resulting from increased
protest or rebellion activities. Our effort to untangle the web of relationships that may
underlie this distressing and presumptively anomalous relationships and to model them
statistically has been largely unsuccessful in its basic purpose.
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Part IV — Political Culture

One of the weaknesses of the first phase of the project was that we did not attempt to
include controls for political culture in the analysis, nor investigate whether culture had a
conditioning effect on USAID DG assistance similar to the effects we have shown for
ethnic fractionalization, human development, and other variables in Section III above.
This absence was not for lack of interest in this subject, since all three of the authors of
the first study have written extensively on political attitudes and their relationship to
democratic development. Rather, the team recognized early on that there was no easy
way to tap into political culture variables for the whole list of “potential recipient”
countries.

We spent considerable effort in searching for usable and reliable cross-national public
opinion data on culture-related variables. After reviewing both the literature on political
culture and the major surveys that have been conducted outside of ineligible countries,
we drew up a list of variables for which we could find the largest amount of relevant data.
These variables include: (1) Interpersonal trust; (2) Support for democracy as a form of
government; (3) Institutional trust (government, parliament, justice system); (4)
Satisfaction with democracy; (5) Happiness; (6) Life satisfaction; (7) Interest in politics;
and (8) Nationalism. We then searched all data available from the most prominent cross-
national data bases, including the World Values Survey (all four rounds), the
AfroBarometer (the first two rounds and the third, as available), the Asian Barometer,
and the AmericasBarometer (and other data bases from LAPOP, the Latin American
Public Opinion Project at Vanderbilt Univesity). *°

This search indicated that, of the 165 eligible countries included in our study, public
opinion data on the above items exists for approximately 60 to 80 countries (depending
on the specific measure). That is, there are missing values for 50 to 64 percent of the
countries in our study. Table 16 below reports the number of countries in each region for
which there is available data on every specific item.

The large amount of missing data made it impossible to include political culture as a
general control variable in earlier parts of the study, as we would have had to “impute”
values for far too many countries than we believed was defensible. We thus decided to
restrict the culture analyses to those countries where reasonable estimates of political
culture could be constructed, and to present the findings in a separate section to
demarcate these more restricted analyses from the other portions of the report.

* In the exploratory phase, we also analyzed the data available through the New Democracies Barometer,
the International Social Survey Program (rounds 1995-2004), the EuroBarometer, the European Values
Survey, and the Korea Barometer.
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Table 16. Number of Countries for Which There is Public Opinion Data, by Region

g Z y

Region (Total number E g 5 = g o g 2
of countries in the = ) A = 4 2 5 S
region) § g .§ & S 2 7 % QF: g

E 5 E g g & 5 2 3
Africa (of 48) 11 5 16 16 16 16 5 5 16 10
Asia (of 25) 13 10 12 12 12 9 11 11 13 11
Eurasia (of 12) 8 8 8 8 8 7 8 8 8 8
Europe (of 18) 17 17 17 17 15 17 17 17 17 17
Latin America (of 31) 10 20 19 21 20 21 10 20 21 19
Middle East (of 19) 8 6 5 5 6 8 8 8
Oceania (of 12) 0 0 0 0 0 0 0 0 0
TOTAL 67 66 77 79 77 71 59 69 83 73

Further, the paucity of culture data over time for the same country on the same
indicators means that we cannot treat culture as a “Level 1 time-varying factor. That is,
culture here is treated as a set of stable country characteristics, with individual items
being measured by aggregating as many responses to survey questions on a given
dimension as was possible to obtain during the time period covered by the study (1990-
2004). This strategy means that we cannot examine how a country’s overall democratic
political culture may have changed over time, nor how such changes may have been
linked to USAID DG assistance. Still, most analysts of political culture treat the concept

as a relatively enduring country-level characteristic, and we follow this approach, to some

degree for theoretical reasons, and to some degree due to data necessity.

Our strategy was to construct a small number of Level 2 culture variables that would

provide information about different aspects of key aspects of political culture on as many

countries as possible. We then included these Level 2 variables in statistical models for
these countries in exactly the same way as we have treated other country-level
characteristics in the analyses thus far: as possible predictors of a country’s level and
trajectory on Freedom House scores, and as possible conditioning factors that influence
the size of the USAID DG coefficients. Our working hypothesis is that countries with
cultures that promote trust and social engagement are ones in which democracy
assistance will have a stronger impact. Conversely, in countries with less trusting and
engaged political cultures, the impact of democracy assistance will be attenuated.

We proceeded by first attempting to determine whether there were distinct
dimensions of political culture for this set of variables that could be identified via factor
analysis. These analyses would then allow us to create scales from the multiple items
that would load on the given factors; these scales would provide more reliable
information about the dimensions of culture than would any single indicator, and would
also allow us to reduce the number of variables in our analysis to a more manageable
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level. The results of the factor analyses for all 10 items are shown in Appendix 3, and
indicate that three distinct dimensions emerged:

e An Institutional Trust dimension, comprising “Trust in Government,” “Trust in
Parliament,” and “Trust in the Judicial System”;

e A Personal Satisfaction dimension, comprising “Satisfaction with Democracy,”
“Life Satisfaction,” and “Personal Happiness”; and

e A Social Engagement dimension, comprising “Social Trust,” “Political Interest”
and reversed levels of “National Pride” (i.e. less nationalist orientations).

We then constructed scales for each of these dimensions by taking, for each country,
the within dimension average of the non-missing indicators. That is, if a country had no
missing data on the three Satisfaction indicators, the overall dimension score would be
the average of the three individual scores. If the country had missing data on
“Satisfaction with Democracy” only, then its score on the Satisfaction dimension would
be the average of its score on the other two items, Life Satisfaction and Personal
Happiness. If the country had missing data on two of the three indicators, the overall
score for the dimension would be its score on the third indicator. The country was treated
as completely missing for the Satisfaction analysis only if it was missing on all three of
the dimension’s indicators. This strategy, again, was applied to maximize the number of
valid cases for the analyses. It was successful in this regard, as there are 79 valid
countries for the Institutional Trust analysis, and 82 valid countries for the analyses of the
effects of Satisfaction and Social Engagement dimensions.

In Tables 17, 18 and 19, we show the results of three analyses that explored the role
of each culture dimension as a factor mediating the impact of U.S. democracy assistance,
and as factors in their own right influencing the level and trajectory of Freedom House
scores over time. The models are from the trimmed baseline model from Section II of
this report for all eligible countries that also have valid scores on the given culture
dimension. In terms of the mediation effect of political culture on the size of the USAID
DG assistance coefficient, the results are similar across all three analyses. In all of the
models, the effect of USAID DG assistance is negative for the countries lowest on
political culture (i.e. when the culture dimension and the interaction term are zero), and
the effect increases as the country exhibits higher and higher values on the given culture
dimension. This indicates that culture exerts a positive facilitative etfect for USAID DG
assistance; as a country’s political culture is more democratic, the impact of U.S.
democracy assistance has stronger effects on the country’s Freedom House score. While
this pattern is common to all three culture dimensions, the interaction effect is statistically
significant only for the Social Engagement dimension (Table 19). What appears to
matter the most for facilitating USAID DG assistance is not the level of institutional trust
in a country, nor levels of optimism or life satisfaction, but rather the degree to which the
country’s citizens are trusting of one another, are psychologically engaged with politics,
and are less strongly nationalistic in their political orientations.
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Table 17. The Conditional Effects of USAID DG Assistance:
Interactions with Institutional Trust

Coefficient S. Error
Level 1
USAID Democracy Assistance
Baseline coefficient for USAID DG -0.010 0.034
Institutional Trust 0.001 0.001
Other Assistance
USAID Non-DG 0.001 0.001
National Endowment for Democracy -0.034 0.197
US Assistance other than USAID or NED -0.001 0.000
Regional-Subregional DG 0.113 0.160
Regional-Subregional Non-DG -0.018 0.017
Other Donor Assistance on DG 0.000 0.001
Other Donor Assistance on Non-DG -9E-005 0.0001
Economic and Political Factors
Annual Growth in GDP per Capita 0.003 0.004
US Military Assistance Priority -0.046* 0.024
Democratic Diffusion -0.070 0.156
Social and Political Conflict -0.000 0.000
State Failure Indicator -0.300** 0.119
Iraq 2004 -2.613** 1.203
Level 2
Effect on (Level-1) Intercept
Average Intercept 8.879** 1.557
Prior Democracy 0.162** 0.060
Human Development Index 7.369** 2.514
Institutional Trust -0.040 0.031
Effect on (Level-1) Trend
Average Slope for Growth Curve 0.029 0.121
Prior Democracy -0.006 0.005
Human Development Index 0.032 0.191
Institutional Trust 0.002 0.002
Model Statistics and Variance Parameters
Random Variance (Intercept) 3.684** 1.010
Random Variance (Slope) 0.023** 0.006
Autocorrelation (vho) 0.809** 0.024
Model Deviance/AIC 3208.142 3244.142

Note: **significant at p<.05; *significant at p<.10 (two tailed). Dependent variable is
Freedom House.





Table 18. The Conditional Effects of USAID DG Assistance:

Interactions with Personal Satisfaction

Coefficient
Level 1
USAID Democracy Assistance
Baseline coefficient for USAID DG -0.006
Overall Satisfaction 0.001
Other Assistance
USAID Non-DG 0.001
National Endowment for Democracy 0.012
US Assistance other than USAID or NED -0.001
Regional-Subregional DG 0.114
Regional-Subregional Non-DG -0.020
Other Donor Assistance on DG 0.000
Other Donor Assistance on Non-DG -7E-05
Economic and Political Factors
Annual Growth in GDP per Capita 0.003
US Military Assistance Priority -0.030*
Democratic Diffusion -0.029
Social and Political Conflict -0.000
State Failure Indicator -0.299**
Iraq 2004 -3.247**
Level 2
Effect on (Level-1) Intercept
Average Intercept 10.690**
Prior Democracy 0.231**
Human Development Index 7.419**
Overall Satisfaction -0.068**
Effect on (Level-1) Trend
Average Slope for Growth Curve -0.197
Prior Democracy -0.009**
Human Development Index 0.024
Overall Satisfaction 0.005**
Model Statistics and Variance Parameters
Random Variance (Intercept) 4.409**
Random Variance (Slope) 0.022%%*
Autocorrelation (rho) 0.802%%*
Model Deviance/AIC 3299.400

S. Error

0.037
0.001

0.001
0.195
0.000
0.155
0.017
0.001
9.84E-05

0.004
0.018
0.148
0.000
0.116
1.096

1.913
0.062
2.360
0.033

0.139
0.004
0.169
0.002

1.081
0.006
0.025
3335.400

Note: **significant at p<.05; *significant at p<.10 (two tailed). Dependent variable is

Freedom House.
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Table 19. The Conditional Effects of USAID DG Assistance:
Interactions with Social Engagement

Coefficient S. Error
Level 1
USAID Democracy Assistance
Baseline coefficient for USAID DG -0.045 0.034
Social Engagement 0.002** 0.001
Other Assistance
USAID Non-DG 0.001 0.001
National Endowment for Democracy -0.007 0.193
US Assistance other than USAID or NED -0.001* 0.000
Regional-Subregional DG 0.061 0.156
Regional-Subregional Non-DG -0.015 0.016
Other Donor Assistance on DG 4.02E-05 0.000536
Other Donor Assistance on Non-DG -8E-05 9.85E-05
Economic and Political Factors
Annual Growth in GDP per Capita 0.002 0.004
US Military Assistance Priority -0.024 0.017
Democratic Diffusion 0.009 0.149
Social and Political Conflict -0.000 0.000
State Failure Indicator -0.311** 0.116
Iraq 2004 -3.908** 1.116
Level 2
Effect on (Level-1) Intercept
Average Intercept 7.587** 0.940
Prior Democracy 0.174** 0.060
Human Development Index 71.779** 2.369
Social Engagement -0.022 0.028
Effect on (Level-1) Trend
Average Slope for Growth Curve -0.035 0.067
Prior Democracy -0.003 0.004
Human Development Index -0.017 0.165
Social Engagement 0.004** 0.002
Model Statistics and Variance Parameters
Random Variance (Intercept) 4.547** 1.101
Random Variance (Slope) 0.021%* 0.005
Autocorrelation (rho) 0.804** 0.024
Model Deviance/AIC 3296.598 3332.598

Note: **significant at p<.05; *significant at p<.10 (two tailed). Dependent variable is
Freedom House.





We show these patterns in graph form in Figure 6. It can be seen in all three graphs
that the effect of USAID DG assistance has a steadily increasing influence on democracy
from the lowest to highest levels of political culture. The slope of this line is steepest,
however, for the Social Engagement dimension, reflecting the stronger effect of this
interaction term. For example, when Social Engagement is at its lowest level (14.11 for
El Salvador), the impact of USAID DG is predicted to be -.014, which is statistically
indistinguishable from zero. The effect of USAID DG begins to be positive at the Social
Engagement value of 20.5 (roughly at the level of Guyana and Brazil), and begins to be
both positive and statistically significant at the level of 27.2 (roughly at the level of
Nigeria and Albania). This is also approximately the median level on this dimension for
all 82 valid countries, so in this model USAID DG is exerting a potentially statistically
significant impact for about half of the countries in the analysis. The highest observed
levels of Social Engagement among eligible countries are for Thailand, Cape Verde and
Kenya, all with values over 60 and a concomitant USAID DG effect of approximately
.09, nearly three times its level in the baseline model for all eligible countries reported in
Table 4a previously.

The evidence, of course, is tentative due to the missing data, but the results are
suggestive that culture, especially in the form of social trust and engagement, can be a
potentially important mediator of the impact of foreign democracy assistance. We also
note that two culture dimensions, Personal Satisfaction and Social Engagement, have a
significant impact on the slope of countries’ democratic growth trajectories as well. That
is, countries with higher levels on these dimensions increase more rapidly on the
Freedom House index during the 1990-2004 period, irrespective of the impact of
democracy assistance. In this regard, culture appears to play a generally facilitative role
in the development of democracy, as well as providing a more receptive environment for
USAID DG assistance in particular to succeed.
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Figure 6. Coefficient for USAID DG, Conditional on Cultural Characteristics
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Conclusions

The United States Agency for International Development’s Strategic and Operational
Research Agenda (SORA) project took a bold risk when it commissioned the research on
which this paper and its companion piece are based. With a total of $8.5 billion spent
between 1990 and 2005, there was always the risk that the study would have shown that
the funds on average had no positive impact, regardless of evidence about the success of
individual projects in particular countries in particular years. The results could also have
found a systematic negative effect, such that U.S. efforts to promote democracy actually
slowed progress toward democracy in some countries and/or “caused” reversals in others.
Certainly the limited research that existed prior to our effort suggested exactly those
kinds of no-impact, negative impact, giving support to those who have been critical of
U.S. foreign assistance in general, or democracy assistance in particular.

The findings from the first report suggested that U.S. democracy assistance in the
period 1990-2003 had a positive impact on national levels of democracy, even after
controlling for all other plausible impacts. It also found that in several subsectors of
democracy (e.g., elections, civil rights), funding targeted in those subsectors produced
results in precisely those areas, though the findings were ambivalent regarding other sub
or sub-subsectors (governance) and negative in another (human rights)

The current research project extended the first by covering the period up through 2004.
The revised study includes several new variables, including the percentage of funds
invested in particular sub-sectors, the volatility of USAID DG investment, and the trend
in such investment. The study also includes other forms of foreign assistance added as
controls variables, including total investment in other (non-DG) programs, non-USAID
assistance (including funds from the National Endowment for Democracy, NED), total
U.S. development assistance not channeled through USAID or NED, bilateral non-US
foreign assistance and military assistance. This new effort found results that were very
similar to those reported in the first study, once the huge impact of spending in Iraq in
2004 was controlled. Thus, with a larger data base covering a longer time frame, we find
that when USAID provides funds to promote democracy, on average, the effort achieves
the same degree of impact as we showed previously. Specifically, the positive impact is
such that $10 million of USAID DG funding would produce an increase of more than
one-quarter of a point (.29 units) on the 13-point Freedom House democracy index in a
given year -- or about a five-fold increase in the amount of democratic change that the
average country would be expected to achieve, ceferis paribus, in any given year.

The extended analysis also showed that the impact of USAID democracy assistance
cumulates over time and, under certain reasonable statistical assumptions, it may endure
after funding has been withdrawn. The new study worked even harder to uncover
possible “endogeneity effects,” such that it is not that U.S. aid fosters democracy, but that
growth in democracy spurs more aid. In fact, in applying what we believe to be the most
thorough, reasonable and plausible statistical tests to study this possible flaw in our
analysis, we find no evidence to support it.
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The revised study looked at regional effects, suggesting that the contribution of
democracy assistance is statistically similar across regions, with the exception of Africa,
where USAID DG investment has had a larger impact. Certain limitations in the data for
regional analysis underscored the need to collect data on democracy assistance for the
1980s and the importance of compiling comparable time series into the future.

In addition, it looked at the impact of country context on democracy assistance, and
concluded that countries that needed the assistance the most had the greatest impact from
it. That is, countries with lower levels of human development, greater levels of ethnic
fractionalization, and experiencing contemporaneous failure of state institutions, appear
to benefit the most in terms of overall democratization from a given amount of USAID
DG assistance.

Democracy assistance, however, is less effective when the U.S. provides larger
amounts of military assistance. Our model suggests that, as countries receive larger
amounts of US military aid, the impact of USAID democracy assistance matters less and
less, and among the few countries that receive larger than 1.1% of US military outlays,
the effect of USAID DG assistance is statistically indistinguishable from zero. This
pattern warrants further investigation, as countries with larger military investments from
the United States sometimes receive significant amounts of USAID DG assistance as
well. Thus, substantial amounts of USAID DG outlays appear to be targeted toward
countries where their effects are more limited.

This process, moreover, appears to explain fully the “Iraq 2004 Effect,” whereby the
attenuated effect of USAID DG assistance that we originally found in the 1990-2004
analysis was caused solely by the addition of Iraq in 2004 to the data set. Because Iraq
represented a foreign policy priority mainly for security reasons in 2004 (e.g., it received
23 percent of all security assistance in 2004, vis-a-vis 0.6 percent for the average eligible
country) and it was also the largest recipient of democracy assistance (31 percent of all
funds spent in 2004), the overall impact of USAID DG was depressed when compared to
a model including data for 1990-2003.

We investigated the impact of different funding strategies by USAID in terms of the
consistency or volatility of democracy investment over time, and in terms of a general
positive or negative linear trend in such investment during the 1990-2004 time period.
We found limited evidence for an effect of investment trend, but suggestive evidence that
volatility in investment does have a negative impact on overall democracy. That is, a
given amount of USAID DG investment showed more impact on Freedom House scores
when the overall investment pattern was consistent over time than when investment
changed considerably from one year to the next. This suggests that investment decisions
need to be considered over the relatively long-term so as to avoid the negative impact of
large-scale year-to-year changes in the outlays for a given country.

We also added variables to measure the underlying political culture of recipient
countries. Although we are missing data on about half of our sample, we found that
culture exerts a positive facilitative effect for USAID DG assistance; as a country’s
political culture is more democratic, the impact of U.S. democracy assistance has
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stronger effects on the country’s Freedom House score. What appears to matter the most
for facilitating democracy assistance is not the level of institutional trust in a country, nor
levels of optimism or life satisfaction, but rather the degree to which the country’s
citizens are trusting of one another, are psychologically engaged with politics, and are
less strongly nationalistic in their political orientations.

The new study was unable to explain or “wash out” the only important negative effect
of aid on democracy, namely, the impact in the human rights area. We continue to find
that spending in this area worsens human rights. We remain concerned about difficulties
in measuring human rights abuses, given the extreme sensitivity in this area. Yet, we
take note of the fact that human rights spending has been limited in terms of dollars spent
(the average investment per year in human rights programs among the USAID DG
recipient countries was $130,000), and has also been restricted to 72 of the 165 countries
in our study. This counter-intuitive finding remains an unanswered puzzle for us, having
resisted all our efforts to explain it.

We conclude by noting that the evidence supporting a positive impact of USAID on
democracy is clear. This does not mean, of course, that in the future this will continue to
be the case. Shifts in where, when and how USAID spends its democracy assistance, and
shifting trends in democracy world-wide could make the assistance more or less effective
in the future. Yet, we feel that the 14 years of data we have analyzed here provide a
robust basis for drawing the conclusion that USAID DG assistance in the post-Cold War
period has worked.
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Appendices

Appendix 1 — Countries Included in the Study

1.1. Countries that Received USAID DG Assistance during 1990-2004

Africa: Angola ($43.1 million in 10 years), Benin ($19.4 million in 10 years), Botswana
($0.1 million in 3 years), Burkina Faso ($0.5 million in 4 years), Burundi ($26.2 million
in 11 years), Cameroon ($0.1 million in 2 years), Cape Verde ($0.03 million in 1 year),
Central African Republic ($0.2 million in 2 years), Congo, DR (Zaire) ($35.2 million in
10 years), Congo, Republic of ($1.0 million in 2 years), Djibouti ($0.4 million in 1 year),
Eritrea ($4.7 million in 9 years), Ethiopia ($41.3 million in 13 years), Gambia ($7.8
million in 6 years), Ghana ($25.2 million in 11 years), Guinea-Bissau ($7.7 million in 6
years), Guinea ($20.2 million in 12 years), Ivory Coast ($4.9 million in 10 years), Kenya
($36.1 million in 10 years), Lesotho ($0.7 million in 4 years), Liberia ($45.6 million in 11
years), Madagascar ($13.5 million in 12 years), Malawi ($23.0 million in 12 years), Mali
($27.4 million in 12 years), Mauritania ($0.2 million in 2 years), Mozambique ($55.6
million in 14 years), Namibia ($11.8 million in 13 years), Niger ($1.7 million in 4 years),
Nigeria ($81.6 million in 12 years), Rwanda ($42.6 million in 11 years), Sao Tome and
Principe ($0.3 million in 1 year), Senegal ($21.8 million in 13 years), Sierra Leone ($31.0
million in 10 years), Somalia ($15.6 million in 8 years), South Africa ($273.9 million in
15 years), Sudan ($31.8 million in 4 years), Swaziland ($0.4 million in 2 years), Tanzania
($21.5 million in 12 years), Togo ($0.9 million in 4 years), Uganda ($16.8 million in 11
years), Zambia ($25.8 million in 13 years), Zimbabwe ($30.4 million in 10 years).

Asia: Afghanistan ($214.9 million in 7 years), Bangladesh ($40.1 million in 15 years),
Cambodia ($97.6 million in 14 years), China ($12.9 million in 3 years), East Timor
($44.8 million in 4 years), India ($20.1 million in 8 years), Indonesia ($224.2 million in
15 years), Korea, Republic of ($0.8 million in 2 years), Malaysia ($0.3 million in 1 year),
Mongolia ($28.0 million in 9 years), Myanmar (Burma) ($27.5 million in 7 years), Nepal
($23.3 million in 13 years), Pakistan ($21.5 million in 8 years), Philippines ($56.9 million
in 15 years), Sri Lanka ($20.8 million in 15 years), Thailand ($4.6 million in 8 years),
Vietnam ($0.2 million in 1 year).

Eurasia: Armenia ($91.6 million in 13 years), Azerbaijan ($70.4 million in 13 years),
Belarus ($31.8 million in 13 years), Georgia ($92.8 million in 13 years), Kazakhstan
($98.9 million in 13 years), Kyrgyzstan ($70.4 million in 13 years), Moldova ($25.5
million in 13 years), Russian Federation ($346.7 million in 13 years), Tajikistan ($31.3
million in 13 years), Turkmenistan ($11.6 million in 13 years), Ukraine ($238.3 million
in 13 years), Uzbekistan ($46.2 million in 13 years).

Europe: Albania ($95.7 million in 14 years), Bosnia-Herzegovina ($164.0 million in 12
years), Bulgaria ($113.2 million in 15 years), Croatia ($85.7 million in 13 years), Czech
Republic ($2.9 million in 4 years), Czechoslovakia ($4.8 million in 3 years), Estonia
($3.2 million in 5 years), Hungary ($20.8 million in 9 years), Latvia ($6.2 million in 7
years), Lithuania ($9.7 million in 9 years), Macedonia ($73.8 million in 13 years), Poland
($79.3 million in 10 years), Romania ($78.8 million in 15 years), Serbia and Montenegro
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($372.5 million in 11 years), Slovakia ($28.2 million in 9 years), Slovenia ($0.9 million
in 4 years).

Latin America and the Caribbean: Belize ($1.5 million in 4 years), Bolivia ($78.6
million in 15 years), Brazil ($6.5 million in 9 years), Chile ($4.5 million in 6 years),
Colombia ($101.8 million in 11 years), Costa Rica ($10.5 million in 7 years), Cuba
($29.0 million in 5 years), Dominican Republic ($55.3 million in 14 years), Ecuador
($57.1 million in 15 years), El Salvador ($188.2 million in 15 years), Guatemala ($76.0
million in 15 years), Guyana ($18.2 million in 14 years), Haiti ($237.9 million in 15
years), Honduras ($62.2 million in 15 years), Jamaica ($9.7 million in 11 years), Mexico
($50.9 million in 10 years), Nicaragua ($100.0 million in 15 years), Panama ($76.4
million in 15 years), Paraguay ($38.2 million in 10 years), Peru ($100.0 million in 15
years), Uruguay ($1.2 million in 1 year), Venezuela ($1.5 million in 2 years).

Middle East and the Mediterranean: Algeria ($3.7 million in 8 years), Bahrain ($1.3
million in 2 years), Egypt ($334.3 million in 14 years), Iraq ($523.6 million in 3 years),
Jordan ($28.3 million in 5 years), Lebanon ($28.5 million in 11 years), Morocco ($3.6
million in 7 years), Oman ($0.6 million in 2 years), Qatar ($0.8 million in 1 year), Saudi
Arabia ($0.4 million in 1 year), Tunisia ($11.2 million in 5 years), Turkey ($0.9 million
in 4 years), West Bank and Gaza ($155.4 million in 11 years), Yemen ($6.6 million in 8
years).

Oceania: Papua New Guinea ($0.2 million in 1 year).

In addition, programs covering multiple countries involved $982.3 million in 1990-2004.

1.2. Countries in the Sample that Did Not Receive USAID DG Assistance
Africa: Chad, Comoros, Equatorial Guinea, Gabon, Mauritius, Seychelles.

Asia: Bhutan, Brunei Darussalam, Iran, Korea, DPR (N), Laos, Maldives, Singapore,
Taiwan.

Europe: Portugal

Latin America and the Caribbean: Antigua and Barbuda, Argentina, Dominica,
Grenada, Saint Lucia, St. Kitts and Nevis, St. Vincent and the Grenadines, Suriname,
Trinidad and Tobago.

Middle East and the Mediterranean: Cyprus, Israel, Kuwait, Libya, Syria, United Arab
Emirates.

Oceania: Fiji, Kiribati, Marshall Islands, Micronesia, Federated States, Nauru, Palau,
Samoa, Solomon Islands, Tonga, Tuvalu, Vanuatu.

1.3. Countries Not Included in the Sample

Asia: Japan. Europe: Andorra, Austria, Belgium, Denmark, Finland, France, Germany,
Greece, Holy See (Vatican City State), Iceland, Ireland, Italy, Liechtenstein,
Luxembourg, Malta, Monaco, Netherlands, Norway, San Marino, Spain, Sweden,
Switzerland, United Kingdom. Latin America and the Caribbean: Bahamas, Barbados
North America: Canada (and the U.S., by definition). Oceania: Australia, New Zealand.
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Appendix 2 — Democratic Performance Indices

The creation of the indices followed three steps: 1) we minimized missing values
by conducting EM imputation among the components; 2) we performed an exploratory
factor analysis; 3) for presentation purposes we re-calibrated the score (to have a mean of
50, standard deviation of 10). The following table presents the factor loadings, the
communalities for the component items, and Cronbach’s alpha for the unweighted items.

Item | Loadings | Communalities

1. Free and Fair Elections

Index of Competition (Vanhanen) 902 .814
Legislative Index Electoral Competitiveness (DPI) .845 715
Women's Political Rights (CIRI) .608 .370
Competitiveness of Participation (Polity) 927 .859
Accountability (ICRG) .889 .790
Total variance explained (%) 80.0
Cronbach’s alpha (standardized, non-imputed items) .890

2. Respect for Human Integrity

Political and Extrajudicial Killings (CIRI) .856 732
Disappearances (CIRI) 771 .595
Torture (CIRI) 787 .620
Political Imprisonment (CIRI) 761 .579
Political Terror Scale (Gibney) -.906 .822
Total variance explained (%) 66.9
Cronbach’s alpha (standardized, non-imputed items) .850

3. Conditions for Civil Society

Restrictions on Organization of Minorities (MAR) -.550 302
Freedom of Assembly and Association (CIRI) .828 .686
Freedom of Religion (CIRI) 766 .587
Worker Rights (CIRI) 7155 .570
Freedom of Movement (CIRI) 172 .596
Women's Economic Rights (CIRI) .606 .368
Total variance explained (%) 51.8
Cronbach’s alpha (standardized, non-imputed items) 768
4. Free Media

Freedom of the Press (FH, Ordinal) 934 .872
Freedom of the Press (FH, Interval, inverted) .960 .922
Freedom of Speech & Press (CIRI) .880 775
Freedom of Expression for Minorities (MAR, inverted) .643 413
Total variance explained (%) 74.5
Cronbach’s alpha (standardized, non-imputed items) .845

5. Good Governance

Corruption Perceptions Index (TT) 931 .866
Investment Conditions (ICRG) .645 416
Corruption (ICRG) .838 702
Bureaucracy Quality (ICRG) .897 .805
Total variance explained (%) 69.7
Cronbach’s alpha (standardized, non-imputed items) .851
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Appendix 3 — Exploratory Analysis of Culture Variables

Personal
Item Institutional Trust Satisfaction Social Engagement
Interpersonal Trust 165 158 -.884
Support for Democracy 401 .055 370
Satisfaction with Democracy 578 .705 .106
Interest in Politics 292 -.264 -.509
Nationalism 253 .398 .760
Life Satisfaction -.112 940 -.022
Happiness 157 .696 493
Trust in Government .854 .096 -.070
Trust in Justice 77 .065 -.088
Trust in Parliament .945 -.016 .017

Note: This analysis represents a varimax rotation of the factor analysis solution. These analyses were,
restricted to only the 43 countries that had non-missing values on all 10 culture indicators. The eigenvalues
and percentage of variance explained for the three culture factors were, respectively, 3.39 (33.9%), 2.41
(24.1%), and 1.29 (12.9%). We take note of the distributed loadings present for some of the variables. For
example, Happiness loaded most strongly on “Personal Satisfaction,” but also loaded moderately high on
what we call “Social Engagement.” We also note a similar problem with the Satisfaction with Democracy
item (loading on both “Personal Satisfaction” and “Institutional Trust.” These distributed loadings indicate
that some of items that comprise a dimension of the culture variables share some of their variance with
other items, a common finding in most factor analysis of public opinion data. Since, however, we
incorporate each of items into one of our three factors, the analysis we perform on them in our regressions
is sensitive to the impact of each of these variables. We did not include the “Support for Democracy” item
in any of the three dimensions since its loading fell below the threshold we set (.5) and because of its weak
contribution to the “Institutional Trust” dimension on which it loaded the highest.
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Appendix 4 — Imputation Models

4.1. Imputation for Measurement Models

Item % Missing EM Predictors

1. Free and Fair Elections

Index of Competition (Vanhanen) 17.1 Index of Competition (EL02)

Index Electoral Competitiveness (DPI) 11.7 Electoral Competitiveness (EL04)

Women's Political Rights (CIRI) 17.8 Women's Political Rights (EL0S8)

Competitiveness of Participation (Polity) 22.7 Competitive Participation (EL12)

Accountability (ICRG) 30.7 Accountability (DG07)
Political Rights (ELO1)
Sub-regional dummies

2. Respect for Human Integrity

Political and Extrajudicial Killings (CIRI) 17.8 Political-Extrajudicial Killings (RLOS)

Disappearances (CIRI) 17.6 Disappearances (RL09)

Torture (CIRI) 17.6 Torture (RL10)

Political Imprisonment (CIRI) 17.6 Political Imprisonment (RL11)

Political Terror Scale (Gibney) 10.3 Political Terror Scale (RL12)
Freedom House Index (DG02)
Sub-regional dummies

3. Conditions for Civil Society

Restrictions Organization (MAR) 46.0 Restrictions Org. Minorities (CS01)

Freedom Assembly-Association (CIRI) 15.4 Freedom of Association (CS02)

Freedom of Religion (CIRI) 17.4 Freedom of Religion (CS04)

Worker Rights (CIRI) 17.5 Worker Rights (CS05)

Freedom of Movement (CIRI) 17.4 Freedom of Movement (CS06)

Women's Economic Rights (CIRI) 18.4 Women's Economic Rights (CS07)
Freedom House Index (DG02)
Sub-regional dummies

4. Free Media

Freedom of the Press (FH, Ordinal) 11.1 Freedom of the Press (RL02)

Freedom of the Press (FH, Interval) 28.4 Freedom of the Press, 3-point (RLO3)

Freedom of Speech & Press (CIRI) 17.4 Freedom of Speech & Press (RL04)

Freedom Expression Minorities (MAR) 46.2 Freedom Expression Minorities (RL14)
Freedom House Index (DG02)
Sub-regional dummies

5. Good Governance

Corruption Perceptions Index (TI) 69.2 Corruption Perceptions Index (GVO01)

Investment Conditions (ICRG) 30.7 Investment Conditions (GV13)

Corruption (ICRG) 30.7 Corruption (GV14)

Bureaucracy Quality (ICRG) 30.7 Bureaucracy Quality (GV15)

Country means for World Bank’s:
Government Effectiveness (GV07)
Regulatory Quality (GV08)
Control of Corruption (GV09)

Sub-regional dummies

73





4.2. Imputation for Causal Models

Item % Missing [ EM Predictors

Polity Index 18.5 Polity IV Score (DGO1)

Freedom House Index 1.1 Freedom House Index (DG02)

GDP Growth 9.8 Coups d’état (POLO1) T

Income Inequality 344 Number of Legislative Elections (POL02)

Religious Fragmentation (SOC09)
Ethnolinguistic Fractionalization (SOC10)
GDP, current U.S. dollars (DEV01) T

GDP per capita, 2000 U.S. dollars (DEV03) T
GDP per capita (sub-regional mean DEVO03)
GDP per capita, 1996 U.S. dollars (PWT) S
GDP per capita, PPP (DEV04) T

GDP, PPP (sub-regional mean DEV(04)
Telephone Lines PTI (DEV05) T

Growth in GDP Per Capita (PRFO01)
Growth (yearly sub-regional mean PRF01)
Annual Growth in GDP Per Capita (PWT) S
Inflation, Consumer Prices (PRF02) T
Inflation, based on GDP Deflator (PRF04) T
Inflation (yearly sub-regional mean PRF04)
Income Distribution, Share of top 20%
(SOC06) T

Unemployment (SOC07) T

Unemployment (sub-regional mean SOCO07)
Merchandise Exports (DEP01) T

Exports/ GDP (sub-regional mean, DEP02)
Population (SOCO01)

Non-US Assistance (ODAO03)

Democracy in International System (DIF01)
Democracy in the Region (DIF02)
Application for EU Membership (DIF03)
FH among neighboring countries (DIF04)
Polity among neighboring countries (DIF05)
Diffusion - Brinks-Coppedge (DIF06)
Diffusion - Spatial lags, FH (DIF07)
Diffusion - Spatial lags, Polity (DIF08)
Time trend (YEARNUM)

T Transformed during imputation to correct for truncation; S Substitutive data from Penn World Tables
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Appendix 5 — Fixed Effects and First Differences Models

Controlling for Omitted Variables: Fixed Effects and First Difference Models

5(a) Fixed Effects

Coefficient
Democracy and Other Assistance
USAID DG 0.031**
USAID Non-DG 0.000
National Endowment for Democracy 0.065
US Assistance other than USAID or -0.000
NED
Regional-Subregional DG -0.196
Regional-Subregional Non-DG 0.007
Other Donor Assistance on DG 0.001*
Other Donor Assistance on Non DG -0.000
Economic and Political Factors
Annual Growth in GDP per Capita 0.007**
US Military Assistance Priority -0.016
Democratic Diffusion 0.065
Social and Political Conflict -0.001*
State Failure Indicator -0.797**
Iraq 2004 -4.769**
Constant 7.530
N 2251
R-squared (within) 0.0868

St. Error

0.007
0.001
0.185
0.001

0.146
0.016
0.001
0.000

0.003
0.024
0.126
0.000
0.093
1.590
4.27E11

0.021**
0.001
0.192

-0.000

-0.035
-0.038**
-0.000
-0.000

0.011**
-0.017
0.040
-0.000
-0.605**
-3.835**
0.044**
2086
0.0665

5(b) First Difference

Coefficient  St. Error

0.007
0.001
0.179
0.001

0.149
0.018
0.001
0.000

0.003
0.023
0.116
0.000
0.089
1.500
0.021

Note: **significant at p<.05; *significant at p<.10 (two tailed)
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Appendix 6 — Models of Sub-Sectoral Effects

Table A6.1
Effects for Elections

Level 1
Sub-Sector USAID Democracy Assistance
Elections
Rule of Law
Civil Society
Governance
Other Assistance
USAID Non-DG
National Endowment for Democracy
US Assistance other than USAID or NED
Regional-Subregional DG
Regional-Subregional Non-DG
Other Donor Assistance on DG
Other Donor Assistance on Non-DG
Economic and Political Factors
Annual Growth in GDP per Capita
US Military Assistance Priority
Democratic Diffusion
Social and Political Conflict
State Failure Indicator
Iraq 2004
Level 2
Effect on (Level-1) Intercept
Average Intercept

Prior Democracy

Income Inequality

Ethnic Fractionalization

Size in Square Km

Human Development Index
Effect on (Level-1) Trend
Average Slope for Growth Curve

Prior Democracy

Income Inequality

Ethnic Fractionalization

Size in Square Km

Human Development Index
Model Statistics and Variance Parameters
Random Variance (Intercept)
Random Variance (Slope)
Autocorrelation (rho)
Model Deviance/AIC

Coefficient

0.092*
0.056
0.037

0.060**

0.003*
-0.659
-0.001
-0.143
-0.037
-0.001

0.000

0.001
0.016
0.945**
-0.003**
-1.138**
-15.193**

46.300**
0.588**
0.019
-0.760
-7E-005
18.952**

0.257**
-0.008
-0.002

0.453**

-4E-006

-0.617**

38.723%*
0.121**
0.678%*

11509.827

S. Error

0.047
0.047
0.030
0.028

0.001
0.418
0.001
0.329
0.031
0.002
0.000

0.007
0.049
0.212
0.001
0.217
4.704

0.564
0.115
0.075
2.551
0.0003
4.343

0.038
0.007
0.005
0.161
0.000
0.274

4.851
0.018
0.016
11545.827

Note: **significant at p<.05; *significant at p<.10 (two tailed)
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Table A6.2
Effects for Human Rights

Level 1

Sub-Sector USAID Democracy Assistance

Elections
Rule of Law: Human Rights
Rule of Law: Non Human Rights
Civil Society
Governance
Other Assistance
USAID Non-DG
National Endowment for Democracy
US Assistance other than USAID or NED
Regional-Subregional DG
Regional-Subregional Non-DG
Other Donor Assistance on DG
Other Donor Assistance on Non-DG
Economic and Political Factors
Annual Growth in GDP per Capita
US Military Assistance Priority
Democratic Diffusion
Social and Political Conflict
State Failure Indicator
Iraq 2004
Level 2
Effect on (Level-1) Intercept
Average Intercept

Prior Democracy

Income Inequality

Ethnic Fractionalization

Size in Square Km

Human Development Index
Effect on (Level-1) Trend
Average Slope for Growth Curve

Prior Democracy

Income Inequality

Ethnic Fractionalization

Size in Square Km

Human Development Index

Model Statistics and Variance Parameters

Random Variance (Intercept)
Random Variance (Slope)
Autocorrelation (rho)

Model Deviance/AIC

Coefficient S. Error

0.152* 0.088
-0.664** 0.231
0.139 0.099
0.020 0.059
0.037 0.062
-0.003 0.003
-0.969 0.738
0.003 0.003
-0.390 0.649
0.024 0.048
0.005* 0.003
-1E-005 0.000
0.039** 0.015
-0.007 0.098
0.410 0.332
-0.005** 0.002
-5.266** 0.430
-9.880 9.876
49.689** 0.620
0.205* 0.120
0.011 0.078
-3.195 2.631
-0.001** 0.000
15.853** 4.563
-0.061 0.046
-0.015** 0.007
0.015** 0.005
0.043 0.158
-4E-005* 2.0E-005
0.183 0.276
39.245%* 5.340
0.049 0.023
0.397** 0.034

14299.190 14307.190

Note: **significant at p<.05; *significant at p<.10 (two tailed)
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Table A6.3
Effects for Civil Society

Level 1
Sub-Sector USAID Democracy Assistance
Elections
Rule of Law
Civil Society
Governance
Other Assistance
USAID Non-DG
National Endowment for Democracy
US Assistance other than USAID or NED
Regional-Subregional DG
Regional-Subregional Non-DG
Other Donor Assistance on DG
Other Donor Assistance on Non-DG
Economic and Political Factors
Annual Growth in GDP per Capita
US Military Assistance Priority
Democratic Diffusion
Social and Political Conflict
State Failure Indicator
Iraq 2004
Level 2
Effect on (Level-1) Intercept
Average Intercept

Prior Democracy

Income Inequality

Ethnic Fractionalization

Size in Square Km

Human Development Index
Effect on (Level-1) Trend
Average Slope for Growth Curve

Prior Democracy

Income Inequality

Ethnic Fractionalization

Size in Square Km

Human Development Index
Model Statistics and Variance Parameters
Random Variance (Intercept)
Random Variance (Slope)
Autocorrelation (rho)
Model Deviance/AIC

Coefficient

0.047
-0.007
0.292**
0.098*

-0.004*
-0.024
-0.004
-0.163
-0.023
-0.004

9.3E-005

-0.001
0.019
1.630**
-0.002
-1.754**
-4.291

49.714**
0.661**
0.067
2.322
-0.001**
4.140

-0.167**
-0.015**
0.013**
-0.024
1.5E-006
0.309

43.399**
0.027
0.551%*
13589.299

S. Error

0.078
0.083
0.055
0.055

0.002
0.672
0.003
0.583
0.043
0.003
0.0004

0.012
0.090
0.310
0.002
0.382
8.408

0.643
0.126
0.082
2.774
0.000
4.783

0.044
0.007
0.005
0.154
2.0E-005
0.270

5.581
0.020
0.029
13606.299

Note: **significant at p<.05; *significant at p<.10 (two tailed)





Table A6.4
Effects for Free Media

Level 1

Sub-Sector USAID Democracy Assistance

Elections
Rule of Law
Civil Society: Media
Civil Society: Non-Media
Governance
Other Assistance
USAID Non-DG
National Endowment for Democracy
US Assistance other than USAID or NED
Regional-Subregional DG
Regional-Subregional Non-DG
Other Donor Assistance on DG
Other Donor Assistance on Non-DG
Economic and Political Factors
Annual Growth in GDP per Capita
US Military Assistance Priority
Democratic Diffusion
Social and Political Conflict
State Failure Indicator
Iraq 2004
Level 2
Effect on (Level-1) Intercept
Average Intercept

Prior Democracy

Income Inequality

Ethnic Fractionalization

Size in Square Km

Human Development Index
Effect on (Level-1) Trend
Average Slope for Growth Curve

Prior Democracy

Income Inequality

Ethnic Fractionalization

Size in Square Km

Human Development Index

Model Statistics and Variance Parameters

Random Variance (Intercept)
Random Variance (Slope)
Autocorrelation (rho)

Model Deviance/AIC

Coefficient S. Error

0.185** 0.060
0.021 0.059
0.573** 0.228
0.151** 0.042
0.048 0.037
-0.004* 0.002
-0.251 0.545
0.002 0.002
-0.701 0.427
0.004 0.039
0.003 0.002
-7E-005 0.000
-0.000 0.009
-0.001 0.068
1.066** 0.266
-0.002 0.001
-1.650** 0.279
-10.323 6.322
49.234** 0.572
0.693** 0.114
0.190** 0.074
1.566 2517
-0.0003 0.000
11.620** 4318
-0.115** 0.041
-0.009 0.007
0.002 0.005
0.051 0.159
-5E-005** 2.0E-005
0.240 0.273
37.504** 5.003
0.089%* 0.021
0.506** 0.030

12301.284 12337.284

Note: **significant at p<.05; *significant at p<.10 (two tailed)
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Table A6.5
Effects for Governance

Level 1
Sub-Sector USAID Democracy Assistance
Elections
Rule of Law
Civil Society
Governance
Other Assistance
USAID Non-DG
National Endowment for Democracy
US Assistance other than USAID or NED
Regional-Subregional DG
Regional-Subregional Non-DG
Other Donor Assistance on DG
Other Donor Assistance on Non-DG
Economic and Political Factors
Annual Growth in GDP per Capita
US Military Assistance Priority
Democratic Diffusion
Social and Political Conflict
State Failure Indicator
Iraq 2004
Level 2
Effect on (Level-1) Intercept
Average Intercept

Prior Democracy

Income Inequality

Ethnic Fractionalization

Size in Square Km

Human Development Index
Effect on (Level-1) Trend
Average Slope for Growth Curve

Prior Democracy

Income Inequality

Ethnic Fractionalization

Size in Square Km

Human Development Index
Model Statistics and Variance Parameters
Random Variance (Intercept)
Autocorrelation (rho)
Model Deviance/AIC

Coefficient

-0.014
-0.013
0.042
0.070**

-0.001
-1.062**
-0.000
-0.123
-0.014
0.001
-4E-005

0.003
-0.004
0.137
-0.003**
-0.122
-9.568**

46.573**
0.194*
0.014
0.896
0.000
20.490**

0.030
-0.004
0.002
-0.010
-4E-005**
0.550**

11.994
0.941**
10031.374

S. Error

0.037
0.039
0.029
0.025

0.001
0.334
0.001
0.272
0.022
0.001
0.0002

0.005
0.045
0.159
0.001
0.176
3.687

0.519
0.104
0.068
2316
0.000
3.941

0.035
0.006
0.004
0.143
1.8E-005
0.245

6.523
0.015
10037.374

Note: **significant at p<.05; *significant at p<.10 (two tailed)





Table A6.6
Effects for Elections According to Portfolio Patterns

Coefficient
Level 1
Sub-Sector USAID Democracy Assistance
Elections 0.068
Percentage invested in Elections -0.001
Rule of Law 0.020
Civil Society 0.019
Governance 0.038
Other Assistance
USAID Non-DG 0.004**
National Endowment for Democracy -0.959**
US Assistance other than USAID or NED -0.001
Regional-Subregional DG 0.001
Regional-Subregional Non-DG -0.051
Other Donor Assistance on DG -0.000
Other Donor Assistance on Non-DG 0.000
Economic and Political Factors
Annual Growth in GDP per Capita -0.003
US Military Assistance Priority 0.033
Democratic Diffusion 0.837**
Social and Political Conflict -0.003**
State Failure Indicator -1.388**
Iraq 2004 -13.581**
Level 2
Effect on (Level-1) Intercept
Average Intercept 46.361**
Prior Democracy 0.592**
Income Inequality 0.032
Ethnic Fractionalization -0.001
Size in Square Km 2.0E-005
Human Development Index 19.657**
Effect on (Level-1) Trend
Average Slope for Growth Curve 0.256**
Prior Democracy -0.008
Income Inequality -0.004
Ethnic Fractionalization 0.383**
Size in Square Km -3E-006
Human Development Index -0.630**
Model Statistics and Variance Parameters
Random Variance (Intercept) 41.676**
Random Variance (Slope) 0.029
Autocorrelation (rho) 0.844**
Model Deviance/AIC 11379.681

S. Error

0.049
0.003
0.052
0.036
0.031

0.002
0.467
0.001
0.362
0.034
0.002
0.000

0.007
0.057
0.229
0.001
0.231
4711

0.676
0.136
0.089
3.026
0.000
5.152

0.044
0.008
0.005
0.176
2.2E-005
0.301

6.796
0.026
0.020
11415.681

Note: **significant at p<.05; *significant at p<.10 (two tailed)





Table A6.7
Effects for Human Rights According to Portfolio Patterns

Coefficient
Level 1
Sub-Sector USAID Democracy Assistance
Elections 0.155*
Rule of Law: Human Rights -0.747**
Rule of Law: Non Human Rights 0.143
Percentage invested in Human Rights 0.009
Civil Society 0.022
Governance 0.037
Other Assistance
USAID Non-DG -0.004
National Endowment for Democracy -0.957
US Assistance other than USAID or NED 0.003
Regional-Subregional DG -0.377
Regional-Subregional Non-DG 0.024
Other Donor Assistance on DG 0.005*
Other Donor Assistance on Non-DG -7TE-006
Economic and Political Factors
Annual Growth in GDP per Capita 0.039**
US Military Assistance Priority -0.006
Democratic Diffusion 0.405
Social and Political Conflict -0.004**
State Failure Indicator -5.263**
Iraq 2004 -10.101
Level 2
Effect on (Level-1) Intercept
Average Intercept 49.663**
Prior Democracy 0.202*
Income Inequality 0.009
Ethnic Fractionalization -3.230
Size in Square Km -0.001**
Human Development Index 15.828**
Effect on (Level-1) Trend
Average Slope for Growth Curve -0.060
Prior Democracy -0.014**
Income Inequality 0.015**
Ethnic Fractionalization 0.046
Size in Square Km -4E-005*
Human Development Index 0.189
Model Statistics and Variance Parameters
Random Variance (Intercept) 39.476%*
Random Variance (Slope) 0.050
Autocorrelation (rho) 0.396%*
Model Deviance/AIC 14305.208

S. Error

0.089
0.278
0.099
0.017
0.059
0.062

0.003
0.738
0.003
0.649
0.048
0.003
0.000

0.015
0.098
0.332
0.002
0.430
9.881

0.622
0.120
0.078
2.637
0.000
4.571

0.046
0.007
0.005
0.158
0.000
0.277

5.395
0.024
0.034
14313.208

Note: **significant at p<.05; *significant at p<.10 (two tailed)
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Table A6.8
Effects for Civil Society According to Portfolio Patterns

Coefficient
Level 1
Sub-Sector USAID Democracy Assistance
Elections 0.076
Rule of Law -0.018
Civil Society 0.296**
Percentage invested in Civil Society 0.001
Governance 0.157**
Other Assistance
USAID Non-DG -0.006**
National Endowment for Democracy -0.142
US Assistance other than USAID or NED -0.003
Regional-Subregional DG 0.400
Regional-Subregional Non-DG -0.006
Other Donor Assistance on DG -0.004
Other Donor Assistance on Non-DG 0.000
Economic and Political Factors
Annual Growth in GDP per Capita 0.000
US Military Assistance Priority 0.013
Democratic Diffusion 1.241**
Social and Political Conflict -0.001
State Failure Indicator -1.387**
Iraq 2004 -15.702*
Level 2
Effect on (Level-1) Intercept
Average Intercept 49.359**
Prior Democracy 0.700**
Income Inequality 0.053
Ethnic Fractionalization 1.107
Size in Square Km -0.001**
Human Development Index 2.326
Effect on (Level-1) Trend
Average Slope for Growth Curve -0.077*
Prior Democracy -0.016**
Income Inequality 0.016**
Ethnic Fractionalization 0.096
Size in Square Km -2E-006
Human Development Index 0.570**
Model Statistics and Variance Parameters
Random Variance (Intercept) 49.485%*
Random Variance (Slope) 0.033
Autocorrelation (rho) 0.524%**
Model Deviance/AIC 13424.785

S. Error

0.080
0.073
0.054
0.004
0.052

0.002
0.656
0.002
0.548
0.047
0.003
0.000

0.011
0.088
0.306
0.002
0.351
9.521

0.665
0.133
0.086
2.931
0.000
5.022

0.043
0.007
0.005
0.162
2.0E-005
0.279

6.322
0.023
0.028
13460.785

Note: **significant at p<.05; *significant at p<.10 (two tailed)





Table A6.9
Effects for Free Media According to Portfolio Patterns

Coefficient
Level 1
Sub-Sector USAID Democracy Assistance
Elections 0.186**
Rule of Law 0.021
Civil Society: Media 0.559**
Civil Society: Non-Media 0.152**
Percentage invested in Free Media 0.002
DG Governance 0.049
Other Assistance
USAID Non-DG -0.004*
National Endowment for Democracy -0.252
US Assistance other than USAID or NED 0.002
Regional-Subregional DG -0.689
Regional-Subregional Non-DG 0.004
Other Donor Assistance on DG 0.003
Other Donor Assistance on Non-DG -7E-005
Economic and Political Factors
Annual Growth in GDP per Capita -0.000
US Military Assistance Priority -0.002
Democratic Diffusion 1.062**
Social and Political Conflict -0.002
State Failure Indicator -1.648**
Iraq 2004 -10.371
Level 2
Effect on (Level-1) Intercept
Average Intercept 49.220**
Prior Democracy 0.694**
Income Inequality 0.191**
Ethnic Fractionalization 1.557
Size in Square Km -0.000
Human Development Index 11.599**
Effect on (Level-1) Trend
Average Slope for Growth Curve -0.114**
Prior Democracy -0.009
Income Inequality 0.002
Ethnic Fractionalization 0.051
Size in Square Km -5E-005**
Human Development Index 0.242
Model Statistics and Variance Parameters
Random Variance (Intercept) 37.446%*
Random Variance (Slope) 0.089%**
Autocorrelation (rho) 0.506%*
Model Deviance/AIC 12308.668

S. Error

0.060
0.059
0.237
0.042
0.010
0.037

0.002
0.545
0.002
0.430
0.039
0.002
0.000

0.009
0.068
0.267
0.001
0.279
6.326

0.574
0.114
0.074
2.516
0.000
4.317

0.041
0.007
0.005
0.159
2.0E-005
0.273

5.004
0.022
0.030
12344.668

Note: **significant at p<.05; *significant at p<.10 (two tailed)
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Table A6.10
Effects for Governance According to Portfolio Patterns

Coefficient
Level 1
Sub-Sector USAID Democracy Assistance
Elections -0.016
Rule of Law -0.013
Civil Society 0.037
Governance 0.081**
Percentage invested in Governance -0.003
Other Assistance
USAID Non-DG -0.001
National Endowment for Democracy -1.075**
US Assistance other than USAID or NED -0.001
Regional-Subregional DG -0.095
Regional-Subregional Non-DG -0.014
Other Donor Assistance on DG 0.001
Other Donor Assistance on Non-DG -4E-005
Economic and Political Factors
Annual Growth in GDP per Capita 0.003
US Military Assistance Priority -0.006
Democratic Diffusion 0.132
Social and Political Conflict -0.003**
State Failure Indicator -0.121
Iraq 2004 -10.493**
Level 2
Effect on (Level-1) Intercept
Average Intercept 46.579**
Prior Democracy 0.193*
Income Inequality 0.015
Ethnic Fractionalization 0.889
Size in Square Km 0.000
Human Development Index 20.531**
Effect on (Level-1) Trend
Average Slope for Growth Curve 0.033
Prior Democracy -0.004
Income Inequality 0.002
Ethnic Fractionalization -0.007
Size in Square Km -4E-005**
Human Development Index 0.544**
Model Statistics and Variance Parameters
Random Variance (Intercept) 11.718
Autocorrelation (rho) 0.941**
Model Deviance/AIC 10040.377

S. Error

0.037
0.039
0.030
0.028
0.003

0.001
0.334
0.001
0.274
0.022
0.001
0.0002

0.005
0.045
0.160
0.001
0.176
3.814

0.519
0.104
0.068
2316
0.000
3.942

0.036
0.006
0.004
0.143
1.8E-005
0.246

6.631
0.015
10046.377

Note: **significant at p<.05; *significant at p<.10 (two tailed)





Appendix 7 — Understanding the Impact of Human Rights Assistance

As we have noted in this and previous reports, the most unanticipated result in the
extensive analyses of the initial study of the effects of U.S. foreign assistance on
democracy building in the period 1990-2003 is the negative impact of receiving rule of
law funding directed at the improvement of human rights on the performance of nations
in protecting or abusing the personal integrity rights of their populations. The finding
persists through the models reported above.

Candidate Explanations

Our plan for investigating this anomalous and troubling finding called for an
investigation of alternative hypotheses that might demonstrate the spuriousness of the
anomalous relationship between democracy assistance in the human rights area and
human integrity abuse:*'

reexamining the "reverse causality" explanation

reexamining the "measurement error" explanation

investigating the effects of potential omitted independent variables
exploring theory and analysis that might explain a "genuine relationship"

=

Reverse Causality

This hypothesis suggests the possibility that the relationship between
development assistance devoted to improving human rights and respect for human
integrity is the result of reverse causation—assistance is directed to countries with
problematic records on respect for personal integrity precisely because of their suspect
records—continues to receive little support in our analyses. We estimated endogeneity
models similar to those in Table 6 above, and found little change in the estimated
negative impact of USAID DG human rights assistance on our measure of countries’
respect for human integrity. Recall that these models employ variables of USAID DG
Human Rights assistance that are lagged by at least two years as proxies for current HR
outlays, or employ variables such as the State Department foreign policy priority measure
that are assumed to be unrelated to the indicator of respect for human integrity, once
other variables in the model are controlled. However, the models do not pass the
relevant tests for the exogeneity of the instrument set, and, thus, we can't be certain that
we have good instruments to serve as proxies for the HR AID allocation. So the
possibility of endogeneity in the process remains, even though all of our efforts to control
for this have yielded essentially similar results as presented previously.

*I We should note that, while we continue to use the Respect for Human Integrity Index (RL15 in our
codebook) as our dependent variable, replications of these models with the most frequently used measure
of personal integrity rights abuse, the Political Terror Scale, produce nearly identical results.
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Measurement Error

The measurement or reporting error explanation contends that "more democracy
assistance in the human rights area leads to higher levels of revealed human rights
abuses, but not necessarily higher levels of actual abuse." If this explanation were true, it
could mean that USAID DG Rule of Law - Human Rights and other democracy
assistance were achieving an important goal, increasing sensitivity to and reporting of
human rights abuses. In the short run, such success would manifest itself in apparent —
but not real -- increase in abuses. In the longer run, increasing sensitivity to and
promoting more vigorous reporting of human rights abuses could lead to reduction in
actual abuse.

Directly assessing the validity of the measurement error explanation would
require information on the reliability of reporting/non-reporting of human rights abuses
that does not exist. We know of no valid method to directly distinguish between
reporting of abuses and the unknown undercounting of occurrences of abuses. It is thus
not only necessary but perhaps preferable to seek proxy measures that plausibly could
create the conditions under which increased reporting would take place.

Press Freedom

Through what mechanism could increases or improvements in reporting of rights
abuses take place? One possibility is that increased abuse reporting would accompany
increased press freedom and initiative. If increases in human rights USAID DG funding
are associated with increases in press freedom, it may be that the increases in the latter
enable better reporting of human rights abuses and thus apparent increases in abuses.

Our cross country, cross time dataset includes several measures of press freedom. These
are summarized in an Index of Freedom of the Press (RL16) created by factor analyzing
Freedom House’s ordinal and interval measures of press freedom (RL02 RLO03),
Cingranelli and Richards’ measure of freedom of speech and press (RL04), and the
freedom of expression indicator from the Minorities at Risk Project (RL14). We use this
Index of Freedom of Press to operationalize changing press freedom across our sample of
countries and years for subsequent analyses of the impact of USAID DG human rights
assistance on respect for human rights.

Organizational Growth

Another possible mechanism through which increased reporting of human rights
abuses could occur would be through the growth of international or nongovernmental
organizations (IGOs, NGOs) concerned with human rights issues. If increased USAID
DG for human rights promotes IGO/NGO growth and if those IGOs/NGOs then do a
better job of reporting human rights abuse that been occurring all along but going
unreported, USAID DG could appear to be responsible for an increase in human right
abuses.

Sadly, finding adequate annual indicators of the number or membership of
IGOs/NGOs across all countries has proved to be an insurmountable obstacle, and we are
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quite confident that there is no effective way to generate such data. Nevertheless,
important work on human rights abuses by Landman (2005; 2006) reports on measures
of the number of intergovernmental organizations (IGOs) of which countries are
members, as well as the number of international nongovernmental organizations (INGOs)
with a registered office in each country. These data series were generated from the
statistical yearbooks published by the Union of International Associations (UIA).*
Unfortunately, these data are not generated annually by UIA. The INGO data are
reported every few years; the IGO data less systematically. Because he needed annual
data for his analyses, Landman imputed scores for the missing years by linear
interpolation (2005, 177-180) and created two relevant variables, measuring national IGO
memberships and the number of international NGO registered within a country. These
data are available on Landman’s web site and cover the period through 2000.

Initially, we were optimistic about the use of the Landman data. However, the fact
that Landman’s data, when annualized, exhibit more than 80% of their values imputed
was a cause for serious concern. This very large proportion of imputed values grew even
larger when we imputed values for the end years of the series, 2001-2004, to make it
match our time period.43 Nevertheless, since (1) Landman’s interpolated series appear to
be the best measures of IGO/NGO activity available and (2) measuring IGO/INGO
activity is so important to assessing the measurement/reporting error alternative
hypothesis, we decided to use the two Landman series and have incorporated them in the
models we report below. Yet, we urge strong caution in the interpretation of these data.

Omitted Variables

A major part of our plan to investigate the anomalous relationship between human
rights assistance and human integrity abuse focuses on identifying, measuring, and
assessing the effects of variables that had previously been omitted from our explanatory
models. We posited indicators of constitutional structure, including formal and actual
judicial independence, as omitted variables that were worthy of exploration.

Omitted Variable: Constitutional Protections for Rights

Beginning around 1990, the initial year of our period of analysis, there was a
major increase in efforts by nations to create new constitutions or to revise existing ones
to provide greater formal protection for human rights. The publically stated justifications
for these constitution writing exercises were clear enough, but the motivations underlying
them were no doubt more complex.

Some constitution creators and rulers may have acted in good faith, if perhaps
also with some naiveté, believing that writing down formal rules to protect human rights
would make it so. Others may have created constitutional protections to give the

** The IGO data were generated initially and supplied to Landman by Bruce Russett of Yale University and
were used in Russett and O’Neal (2001). Landman’s data are available at
http://privatewww.essex.ac.uk/~todd/

* Since the series had no end year toward which to interpolate, we incremented last year’s value by the
average of the four year to year increases to create the values for 2001-2004.
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impression they were doing something serious to protect human rights -- perhaps to
divert international pressure to improve their human rights performance, for example, but
with no intention of acting on or obeying the formal rules thus created. Less cynically,
constitutional protections might tend to be adopted disproportionately by nations with
serious human rights problems in the hope that adopting formal provisions would help
improve their human rights situation. It is easy to see that in these circumstances, such
hopes, no matter how sincere, could easily prove futile, so that poor human rights
performance came to be associated with efforts to add constitutional protections to
produce good human rights performance.

How efforts to provide formal constitutional protections for human rights are
related to grants of democracy assistance also could be complicated. There has been
since the 1970s a Congressional mandate that the granting of foreign assistance be based
in part on a country’s human rights record — this is indeed the reason the Department of
State began the publication of its annual Human Rights Reports. If constitutional
provisions to protect rights are seen as evidence of acceptable human rights performance
when they are not, assistance could end up being negatively related to actual human
rights performance. We will thus include measures of formal constitutional provisions
designed to protect rights in our model of respect for human rights.

As a result of work on another project, we have available for use in our analysis
full data for 1990-2005 on constitutional provisions related to basic freedoms, judicial
independence, and regulation of states of emergency of the constitutions of all the world's
nations for the entire period of our analysis. Our analyses will not be naive about the
likelihood that purely formal measures of government such as constitutional provisions
will have an impact on human integrity abuse or mediate the relationship between
assistance and such abuse. But we do believe that the fact that nations spend
considerable time and resources creating the constitutions that include such provisions
makes their potential effects worthy of the investigation we will conduct. Furthermore,
preliminary analyses of the relationships between the constitutional right provisions and
available measures that purport to be more empirically grounded (drawn from the
Cingranelli and Richards dataset) support the conclusion that the constitutional measures
are in fact valid measures of rights protection.

Our data on constitutional provisions are those collected by Keith and Tate (see
Keith 2002; Keith and Poe 2004; Keith, Tate, and Poe 2007). They include ten measures
of the extent to which constitutions protect basic political freedoms and rights (namely,
the freedoms of speech, association, assembly, press, religion, the freedom to strike, and
the rights to a fair and a public trial, to the writ of habeas corpus, and to be free from
torture or cruel and unusual punishment), nine protections for judicial independence
(guaranteed terms for judges, the provisions that judges’ decisions are final, that judges
have exclusive authority to decide issues of their own competence, that there are no
exceptional courts, financial autonomy for the judiciary, a separate judicial branch,
established qualifications for judges, a hierarchical judicial system, and for the power of
judicial review), and four provisions to regulate the declaration and exercise of
emergency powers in a state of emergency (a provision for legislative declaration of a
state of emergency, limitations on the duration of states of emergency, a provision that
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the executive cannot dissolved the legislature, and a provision identifying non-derogable
rights during states of emergency).**

Omitted Variable: Judicial Independence

USAID's concerns with the rule of law are broader than the human rights
dimension that is our principal focus in this section. * Another indicator of rule of law
that is of considerable interest to USAID is judicial independence. Judicial independence
would thus join human rights performance as another important indicator of rule of law;
we will analyze its existence and determinants separately.

However, judicial independence is also important as a possible intervening
variable that may modify or mitigate the discovered negative relationships between
democracy aid and human rights. It is possible that countries that already have well-
established traditions and systems of judicial independence would disproportionately be
countries that did not receive high levels of USAID DG human rights assistance. If that
were so, and if judicial independence did indeed promote respect for human rights, as one
would expect it to do, then USAID DG human rights assistance might end up going
disproportionately to countries with lesser judicial independence and, consequently, less
respect for human rights. Thus we need to include measures of judicial independence in
our revised model of human rights respect.

Judicial independence is almost always insisted upon as essential for the
promotion of stable and effective democracy and the protection of human rights.*
Unfortunately, it is a difficult concept to operationalize and measure on a reliable, valid,
and cross-national basis. There have been efforts to tackle the concept empirically.
Because of the difficulty of measuring actual judicial independence, these efforts have
heretofore concentrated on formal legal or constitutional provisions intended to promote
or guarantee judicial independence. None, so far as we know, has succeeded in
producing a face valid cross-national measure of actual judicial independence that exists
across a long period of time.

One of the most significant of the efforts to generate formal indicators of judicial
independence is in the work done by Keith and Tate, described above. As we noted,
Keith and Tate coded the presence or absence of nine discrete provisions designed to
promote judicial independence in the texts of the world's constitutions. These indicators
exist for the period 1976-2005 and we shall use them in our analysis.

As it is trite to note, formal or constitutional provisions are not the same as actual
behavior. So to strengthen our analysis, we use a new measure intended to operationalize

* For full details on these measures, see the codebook.

* "Judicial independence lies at the heart of a well functioning judiciary and is the cornerstone of a
democratic, market-based society based on the rule of law" (Gail Lecce, "USAID Preface" in USAID 2002)
 "In democratic, market-based societies, independent and impartial judiciaries contribute to the equitable
and stable balance of power within the government. They protect individual rights and preserve the security
of person and property" (USAID 2002, 6).
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actual levels of judicial independence. The measure is coded from the U.S. State
Department’s annual Country Reports on Human Rights. Since the 1980s, the raw
materials for generating this measure of judicial independence have appeared in the
Country Reports. Near the beginning of each report there is now a brief summary
judgment assessing the actual state of judicial independence in that country for that year.
Before the current project had begun, Tate and Keith had initiated the work necessary to
produce from these judgment paragraphs a standards based measure*’ of actual judicial
independence that is directly analogous to the Political Terror Scale measures that are a
staple of empirical studies of personal integrity rights abuse, including this one.* That
work is now completed and an "actual judicial independence" measure has been
integrated into our dataset.

Descriptive analysis of the distribution of our discrete measure of judicial
independence over time shows a pattern of decline across the period 1990-2005. (Figure
A7.1 graphs our judicial independence measure over time.)

7 Standards-based measures are derived by coding the content of standard textual materials describing a
particular phenomenon (judicial independence in this case) into the categories of a rigorous classification
scheme. Coders are extensively trained for their tasks. Such measures can be demonstrated to have
considerable face validity and reliability.

* David Cingranelli of the University of Binghamton and David Richards of Memphis State University
have also coded but not yet completed or released a judicial independence measure from the material in
these paragraphs over time. Cingranelli and Richards kindly shared a preliminary version of their measure
with us. Analyses of the two measures showed that, when completed, the Cingranelli and Richards
indicator is likely to correlate moderately highly with the Tate-Keith measure. This is reassuring evidence
of the measure’s validity, since the coding rules for the Cingranelli and Richards measure are significantly
different from those used to create the Tate-Keith measure.
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Figure A7.1

Judicial Independence Rating, All Countries, 1990-2005
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Genuine Relationship

The genuine relationship explanation posits that leaders who find themselves
under pressure to improve their human rights performance actually respond by becoming
more repressive because they feel their grip on power to be threatened.

Threat Perception

Our analysis plan called for confronting this explanation more directly by
including into our full statistical models of human integrity performance empirical
indicators of events or circumstances that would be perceived as threatening by
potentially repressive leaders. We have collected and cleaned for the period 1990-2004
comprehensive data on four threat indicators: Organized Nonviolent Protest, Organized
Nonviolent Rebellion, Organized Violent Rebellion, and Civil War. The analysis
explores whether these indicators—taken individually or collectively—serving as proxies
for leaders’ perceptions of threats to their continuation in power, perceptions that then
cause them to abuse rights more as they perceive themselves to be more threatened.

In discussing these four interpretations of the negative relationship between human
rights assistance and human rights protection, it is important to remember that they are
not mutually exclusive. Indeed, all four could be partial explanations for the relationship.
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The analysis we perform attempts insofar as possible to identify the extent to which each
is valid.

The Model

We begin with the baseline model for human rights that underlies Table 13 (see
Tables A6.2 and A6.7), which reports a negative coefficient of -.664 for the impact of
USAID DG Rule of Law/Human Rights Aid on the Respect for Human Rights Index. To
the baseline model, we add the several variables discussed above that are intended to test
the measurement/reporting error, omitted variables, and genuine relationships alternative
hypotheses. To recapitulate, these new variables added to our model are:

1. The Freedom of Press Index

2. Landman’s indicators of International Governmental Organization (IGO)
membership and the number of International Non-Governmental Organizations
(INGOs) registered in each country.

3. The 23 formal indicators of constitutional provisions created by Tate and Keith to
measure protections for rights and freedoms. Preliminary analyses using these
measures tested their impacts individually. This model was, not unexpectedly,
cumbersome and confusing, with 23 separate constitutional provisions impact
coefficients to interpret. It also provided little evidence that any particular
indicator had an impact that required representing in the model. Consequently,
as we have done with many other variables represented by multiple indicators,
we factor analyzed the three subsets of variables operationalizing guarantees of
rights and liberties, promoting judicial independence, and limiting declarations of
emergency rule. A few indicators did not load to any substantial degree on the
first principal components representing rights and freedoms, formal judicial
independence, and limiting emergency rule. To allow for the possibility that
these maverick indicators could have different effects, we retained them in our
multivariate model, using them along with the indexes derived from the factor
analyses.

4. The indicator of actual (behavioral) judicial independence derived from the Tate-
Keith coding of the U.S. State Department reports.

5. The four indicators of domestic unrest intended to serve as proxies for leader’s
perceptions of threat, namely organized nonviolent protest, organized nonviolent
rebellion, organized violent rebellion, and civil war.

Table A7.1 gives the results of the mixed models analysis for the expanded model
that includes these variables in addition to the base model indicators. They document
considerable success for some of the measures we are using to test the alternate
hypotheses we are considering as possible mediating variables that would explain away
or at least reduce the negative relationship between USAID DG human rights assistance
and human rights performance (respect for human rights index, RL 15).
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Table A7.1: Final Multivariate Human Rights Model

Coefficient S. Error Sig.
Level 1
Sub-Sector USAID Democracy Assistance
Elections .019 .090 .830
Rule of Law: Human Rights -.589%%* 226 .009
Rule of Law: Non-Human Rights .164* .092 .077
Civil Society -.133%* .065 .041
Governance .015 .056 788
Other Assistance
USAID .000 .002 929
National Endowment for Democracy -.195 776 .801
US Assistance other than USAID or NED .005%* .003 .050
Regional-Subregional DG -.004 .659 .996
Regional-Subregional Non-DG -.051 .055 351
Other Donor Assistance on DG .004 .003 191
Other Donor Assitance on Non-DG .000 .000 .809
Economic and Political Factors
Annual Growth GDP Per Capita .010 015 498
US Military Assistance Priority -.047 .091 .603
Democratic Diffusion -.225 384 .558
Social and Political Conflict -.002 .002 411
State Failure Indicator -3.633** 450 1.42E-015
Iraq2004 -2.156 9.072 812

Table A7.1: Final Multivariate Human Rights Model (Continued)

ALTERNATE HYPOTHESES
Real Effects: Threat Indicators
Threat/Protest Index -476%* .106 7.54E-006
Civil War -4.369%* .529 3.19E-016
Omitted Variables: Constitutional Provisions Indicators
Five Freedoms Index 255 367 488
Freedom to Strike -.037 611 951
Fair Procedure Index .092 390 814
Formal Judicial Independence Index -.124 591 .834
Courts have Exclusive Competence -.381 .583 S14
No Special, Military Courts -.153 433 124
State of Emergency Varimax scores Factor 1 359 357 315
State of Emergency Varimax scores Factor 2 513 337 128
Omitted Variables Actual Judicial Independence
Actual Judicial Independence 545%* 216 .012
Measurement/Reporting Error
Intergovernmental Organizations Membership -.043%* .016 .007
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International Nongovernmental organizations count =274 437 531

Index of Freedom of Press 231%* .030 2.57E-014

Level 2

Effect on (Level-1) Intercept

Average Intercept 49.077%* 927 7.41E-165
Prior Democracy -.033 A11 764
Income per Capita -.035 .072 .628
Ethnic Fractionalization -3.405 2.502 175
Size in Square Km -.001** .000 012
Human Development Index 13.406%* 4311 .002

Effect on (Level 1) Trend

Average Slope for Growth Curve .058 .052 268
Prior Democracy -.010 .007 142
Income per Capita 012%* .005 .020
Ethnic Fractionalization -.053 .168 754
Size in Square Km -2.01E-005  2.08E-005 335
Human Development Index .055 287 .849

Model Statistics and Variance Parameters

Random Variance (Intercept) 27.787 4.523

Random Variance (Slope) .0562 .022

Autocorrelation. (rho) 338 .034

Model Deviance/AIC 12155.49 12191.49

Note: **significant at p<.05; *significant at p<.10 (two tailed). Dependent Variable: RL 15 - Respect for
Human Integrity

Measurement Error/Reporting Increase Results

Two of the three indicators we used to test the possibility that the negative
relationship between USAID DG Human Rights aid and human rights performance were
due to measurement error have relationships with our dependent variable that are
statistically significant beyond p =.01. However, they run in different directions.
Increases in press freedom produce increases in respect for integrity rights. This is not an
illogical or necessarily unexpected relationship. Indeed, proponents of human rights
would not doubt be gratified to see that greater freedom of the press, something that they
would probably regard as a good thing in and of itself, also produces increases in respect
for personal integrity. But this positive relationship is not consistent with the
measurement error hypothesis, which posits that greater press freedom would lead to
more reporting of human rights abuses, even if the increases were not in fact occurring,
and thus produce a negative effect on respect for human rights. Thus the good news is
that increasing press freedom does reduce human rights abuse while the bad news is that
it does not ameliorate the anomalous negative impact of USAID DG human rights aid on
human rights performance.
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Increases in intergovernmental organization memberships, in contrast, produce
decreases in human rights performance, an effect that is consistent with the measurement
error hypothesis. The greater the number of intergovernmental organization
memberships a country has, the greater the ability to discover and report rights abuses
and, thus, plausibly, the less its apparent tendency to respect human rights, even if there
were no actual increases in human rights abuse.

The organizational membership results would provide greater support for the
measurement error/reporting hypothesis if the relationship for international non-
governmental registrations were also in the expected negative direction and statistically
significant. In fact, the relationship for the logged version of international non-
governmental registrations is in the expected negative direction, but is not statistically
significant. Following Landman, we logged this variable because its frequency
distribution was skewed to the right, while its logged distribution naturally was not.*’ In
fact, in an alternative version of the model reported in Table A7.1, the coefficient for the
raw (unlogged) version of the international non-governmental memberships variable was
not only negative but highly statistically significant. Since our decision to use the logged
version of nongovernmental memberships is something of a judgment call, the
relationships for the IGO/NGO variables provide consistent support for the hypothesis
that measurement error due to more effective reporting of rights abuses is part of the
explanation for the negative relationship between human rights aid and human rights
performance.

Omitted Variables

The results for the indicators we included in the model to test the hypothesis that
omitted variables might be partially responsible suggest that there is indeed one omitted
variable that significantly affects human rights abuse. Judicial independence is positively
indeed related to respect for human rights and its coefficient is statistically significant
beyond the .01 level. This is, once again, a gratifying result for proponents of both
human rights and judicial independence, and is consistent with the speculation that if
human rights specific assistance goes disproportionately to countries with weak traditions
of judicial independence, it might appear to promote abuse of human rights. These
results are further gratifying because of the uncertainty surrounding the validity of a
measure of actual judicial independence based on the narrative summaries of judicial
independence in the State Department Human Rights reports.”!

* This was not the case for the intergovernmental organizations membership measure. Its frequency
distribution was quite normal and its logged distribution strongly peaked and compressed.

3 We should stress again, however, the fragile nature of the IGO/NGO variables: A very substantial
portion of their scores have been imputed by linear interpolation and thus represent presumed and
unnaturally smoothed, rather than measured, patterns of change.

1 We don’t want to push this too far. It is still possible, for example, that assessments of judicial
independence are colored by assessments of human rights performance and vice versa.
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The predictive success of actual judicial independence does not extend to the
formal constitutional provisions measures, however, including the formal measures of
judicial independence. None of the factor analysis-based indexes or the individual
provisions retained in Table A7.1 is accompanied by a coefficient that comes even
remotely close to being statistically significant. We obtained the same non-result no
matter how we configured the constitutional provisions measures: their coefficients were
insignificant when calculated for their 23 individual indicators or for various
combinations of the indexes we created to summarize them into more manageable
categories. Thus, whatever their utility in other contexts, the constitutional provisions
(see Keith, Tate, and Poe 2007, for example), play no role in explaining respect for
human rights in the context of our mixed model for the period 1990-2004.

Genuine Relationship

Our attempt to get at the possibility that the relationship between USAID DG
human rights assistance and respect for human rights reflects a real relationship, posits
that assistance leads to greater activity promoting human rights which is seen as
threatening by leaders, who then resort to greater rights abuse to try to secure their hold
on power. To test this insight, we operationalized and tested the effects of four varieties
of domestic protest or opposition to leaders on human rights abuse. The three less
threatening varieties of protest/opposition, Nonviolent Protest, Nonviolent Rebellion,
Violent Rebellion, were well-summarized by the first principal component of a factor
analysis of the four items, but the fourth item, Civil War, was not. Thus our model
includes a Threat/Protest index based on the protest/rebellion items and civil war as a
separate independence variable.

Both threat indicators are strongly negatively related to respect for human rights
and are statistically significant beyond the .001 level. There is clear evidence, based on
these indicators, at least, that the anomalous negative relationship that concerns us in this
section may reflect a real abusive reaction by leaders who are threatened by the human
rights assistance their countries receive.

AID Assistance and Other Relationships

Five Level 1 and three Level 2 variables in Table A7.1 that were in our base
model demonstrate coefficients that are statistically significant at or beyond any
conventional level. Four of the Level 1 variables are for various measures of USAID DG
and other assistance, including the principal one of concern to us here, that between
USAID DG Human Rights assistance and respect for human rights. We will return to
these measures below.

Non-AID DG related variable effects
The fourth Level 1 (and only non-assistance related) variable is the “State

Failure” indicator, which has a highly statistically significant negative impact on respect
for human rights. It seems logical and obvious that state failure would create conditions
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under which human rights abuse would increase. We included the state failure indicator
because it has been in our base models all along. However, we realized, on second
thought, there is also a measurement problem with the state failure indicator as we have
operationalized it. State failure is operationalized as having occurred in states that
experience ethnic wars or “genocide and politicide” events, among other events. Clearly
the latter and probably the former must overlap significantly with human rights abuse and
thus are not independent of our dependent variable.**

As in our base model, two Level 2 variables, Country Size (in sq. km) and the
Human Development Index demonstrate statistically significant effects on the Level 1
intercept and one, Income per capita, affects the level one trend. Country Size decreases
and the Human Development Index increases respect for human rights (by increasing the
Level 1 intercept). Per capita income also increases respect for human rights by
increasing the slope of the Level 1 trend. All these effects were present in our base
model.

Assistance related variable effects

There is, perhaps, some irony in the fact that USAID DG Rule of Law Non-
Human Rights assistance has a positive impact on human rights performance (significant
at .08) while Rule of Law Human Rights assistance continues to exhibit its negative
impact, even after controlling for indicators intended to operationalize various alternate
hypotheses. The irony lessens when one realizes that most of the funding in this category
is related to promoting judicial development. Our model has demonstrated that a
previously omitted variable, actual judicial independence, promoted respect for human
rights. That the same is true for expenditures intended to promote judicial development
is not just consistent with this finding, but also would be gratifying to proponents of rule
of law more generally.”

The negative impact of USAID DG Civil Society assistance (significant at .05)
shows up in our current model for the first time. In previous base line analyses, its
relationship with respect for human rights was not significant. That the negative
relationship shows up in a model in which we have tried explicitly to represent the effect
of organizational growth (through the IGO/INGO variables, however weakly measured)
is important, as USAID DG Civil Society assistance is granted for the purpose of
supporting “non-governmental associations (including civic groups, professional
associations, and labor unions).”

32 «Social and Political Conflict” had a statistically significant negative coefficient for its effect on respect
for human rights in our base model, but does not have such an effect here, no doubt because we have
included more directly relevant measures of threat and protest.

>3 The positive impact of Rule of Law Non-Human Rights assistance is also exhibited by total Non-AID or
NED United States development assistance (the grand mean centered version of variable AID _2). We view
this as a positive result. Beyond that, it is difficult to know what beyond that to make of this relationship
since AID_2 is a residual variable that our codebook notes is “Estimated as the difference between total
Economic Assistance (loans and grants reported by the Greenbook) and the AID and AIDNED variables.”
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All the measures intended to capture as directly as possible the effects of
associational/organizational support and growth are depicted by their coefficients as
promoting human rights abuse, rather than respect for human integrity. Perhaps they all
fit into our conception that decreases in respect for human rights may reflect better
reporting of abuses made possible by stronger and more numerous organizations, both
non-governmental and governmental but international. On the other hand, we can also
easily conceptualize increasing financial support for and growth of such organizations as
linking to greater perceived threat by governmental leaders who are uneasy about
retaining their positions and inclined to respond to such threats with greater repression.

Bottom Line

We are left with a bottom line that leaves USAID DG Rule of Law assistance for
Human Rights (and to a lesser extent, assistance for Civil society) producing less, rather
than as one would expect and hope, more respect for human integrity. Our efforts to
untangle the web of relationships that may underlie these distressing and presumptively
anomalous relationships and to model them statistically have led to some important
findings. But it has been largely unsuccessful in its basic purpose. We are left with the
conclusion that, as least as measured in our data or as administered across the period
1990-2004, USAID DG assistance in support of human rights is associated with effects
opposite to those for which it is presumably given.

Certainly this is not the end of this story. Our perception of the anomalous nature
of the negative relationship that has been our focus in this section is so strong that we
find it very difficult to simply accept it. Even less do we find it comfortable to
recommend that human rights aid from USAID Rule of Law programs be re-examined or
even terminated, especially given (1) the positive link between respect for human
integrity and Rule of Law assistance directed not at promotion of human rights
specifically but more generally at development of judicial independence, (2) the strong
positive impact of judicial independence itself on respect for rights, and (3) the otherwise
quite positive statistical demonstrations that USAID democracy assistance is generally
successful in producing more democracy.

An appropriate further step to take in examining the effects of human rights aid
would be to design and execute a set of country specific studies employing both
qualitative and quantitative techniques to focus on the giving, receiving, administration,
and putative effects of that aid. Such research might produce insights into how such an
anomalous effect results might be produced or, possibly, into what other mediating or
intervening variables need to be taken into consideration to account for the relationship
that persists at the end of this study.
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