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ADVISORY COMMITTEE ON VOLUNTARY FOREIGN ATID

The Advisory Committee on Voluntary Foreign Ald was established in 1946 to
serve as a focal point for relations between the U.S. Government and U.S.
private and voluntary organizations active in the fields of relief, reha-
bilitation and development overseas. It is composed of private citizens,
appointed by the Administrator of the Agency for International Development,
who serve without compensation. It 1s attached to A.I.D.'s Bureau for
Food for Peace and Voluntary Assistance, and its staff operations are
provided through that Bureau. The Committee holds four to five public™
meetings a year.

Functions

The Committee today serves as a focal point for relations between the 1.S.
Government and private and voluntary organizations, both U.S. and foreign,
active in the fields of relief, rehabilitation and development overseas.
It assuras that the voluntary sector plays a vital and dynamiec role in
the formulation and execution of foreign assistance programs.

The Committee consults with, provides information to, and advises the Agency
for International Development and other U.S. Government agencles on matters
and issues needing attention across a wide spectrum of development issues
relating to foreign assistance in which U.S. Government and private and
voluntary organizations interact.

It provides the community of private and wvoluntary organizations working
abroad in development, relief and rehabilitation with information, counsel,
and other assistance on problems and issues of concern to them in their
ralations with A.I.D. and other U.S. Government agencies.

The Advisory Committee fosters public interest in the fields of voluntary
foreign aid and the activities of private and voluntary organizations. )
These organizations conduct overseas development projects in such areas as
fogd production, nutrition, population planning, health and educatiom,

helping the poor peoples around the world. They provide emergency support

in the form of food, clothing, housing and medication to victims of disasters.
They are also deeply involved in refugee and migration activities. The work
of. these organizations is a valuable contribution to the development process
and A.I.D. is seeking to expand its cooperation and support.
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Yo
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9:15 - 9:45 a,m. =-— Nancy Truitt, Program Director
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Center for Public Resources
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BREAK

Ann Micou, Director of Communications
U, S. Council for International Business

Advisory Committee Redpondents
Open Discussion

Andrew Oerke, Director
Partners for Productivity

Adviéory Committee ﬁespondents
Open Discussion

Wrap Up
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AGENDA FOR DECEMBER 10, 1981
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COMMITTEE PLANS FOR 1982
1. Set Dates for 82 Meetings ‘

2.: Consider location of 82 Meetings

3. Considet Agenda Topics for Subsequent Meetings



-6

OVERVIEW
More than 138 representatives of private voluntary organizations (PVOs) and
ATD met with the Advisory Committee om Voluntary Foreign Aid, December 9 and 10,
1981 in Arlington, Virginia, to discuss cooperation between PV0Os and corporation;
in the development process. Presentations were heard from a number of authorities
on collaboration from the PVO community, academia, govermment, and other non-profit
organizations engaged in cooperative efforts. Discussion from committee members
and PVO representatives highlighted basic concerns of the PVO development community
as they possibilities for cooperation with the corporate sector.
Organizations with collaborative programs under way such as the Center for
Public Resources, Partenership for Productivity, the International Executive Service
Corps and the Fund for Multinational Management Education shared their experiences
and presented models for interpretation and consideration. This collective experience
within the PV0 community, although limited, nevertheless, provides pertinent examples
for consideration as U.S. PVOs define potential relationships with the corporate world.
Throughout the two day meeting Committee members directed the discussion to
identifying the essence of effective interaction between PV0Os and corporatioms.
Intermediation was identified as an appropriate role to be played by PV0Os involved
with corporations in development. The keynote presentation on this theme defined
intermediation in both social and technical terms and presented cases where it had
proved an effective means of meeting the needs of the corporation, the community,
and the intermediaries. The concept of intermediation was further highlighted by the
case of Partnership for Productivity working with a mining company in Liberia.
Essential elements of intermediation identified during the sessions were: clarity
in defining problems to be solved; using tested methods of communication; and

sdtisfying the basic needs of all parties.
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One intermediary approach 1s being utilized by the Center for Public Reséu;ces
through a corporate initiative in primary health care. CPR has been successful in_
bring:l.ng' the key actors in the pharmaceutical sector together because it has followed
clearly defined steps and tried to preserve a neutral environment for cébperation.

' A presentation on the nature of the cdrporation suggested that 1t is important
\to view the.private sector as it really is,anq to replace false assumptions made
by both non-profits and corporations with facts and personal experience. The need
for bettgr communications was underscored as PVOs seek to_define possible points
of interaction with the corporate structure.

AID officials reinforced the Adminstration's support for PVO/Corporate -
collaboration while also recognizing the difficulty of the task. The PVO community.
wvas informed of the newly created Bureau for Private Enterprise and the. opportunities
for.non—profit/coﬁporate interaction which will be explofed through the -new bureau..

. Several Committee members stated that the meeting marked the beginning of the - -
PVO-community's examination of the issues. Several comments indicated that .PVO/
Corporatg collaboration 1s-not an approach supported by all PV0s, There. are many
philosophical as well as organizational issues to be discussed, if not resolved,
as the dialogue continues. With AID's participation, the Advisory Committee is -
seeking to clarify the best and most effective methods of cooperation with pflvate,
enterprise.

The Committee concluded its business by outlining a number of activities for.
1982 including participation in one of the development education program's media
toundtables and the forﬁation of subcommittees to address specific PVO and committee
concerns in the areas of corporate relations, AID/PVQ policy, development education
and-other specific initiatives.

The next meeting of the committee was stcheduled for March 25-26, 1982 in New

York City. PVO-Corporate cooperation will continue as the theme for that meeting.



OPENING REMARKS

Acting chairperson of the Advisory Committee on Voluntary Foreign Adld,
Dr. Robert J. Marshall, called the December 198l meeting to order-and introduced
the- newly appointed chairperson of the committee, Mr. E. Morgan Williams. Mr.
Williams introduced two new committee members: Mr. Markham Ball and Mr. Ted Coqnolly!
thanked Dr. Marshall for his work in chairing the committee, and .noted that Dr.:
Marshall twould ‘continue to serve as vice-chairperson. Both Mr. Ball and Mr. Connolly -
bring to the Committee ocutstanding experience in the puﬁlic and private sectors.
(See Appendix A, USAID news release).

Morgan Williams recognized the other seven committee members present for the
meeting and announced significant staff changes since the October meeting. Ms. Kate
Semerad, former Executive Director of the Advisory Committee, has been named
Director of Interbureau Relations for the USAID Bureau of External Relations.

She will be replaced by Dr. Toye Byrd who brings to her new duties 20 years
experience in public and non-profft voluntary activities in U.S. social services.
(See Appendix B). Morgan Williams thanked Ms. Semerad for her contributions, and
welcomed Dr. Byrd noting her outstanding qualifications to carry out the Executive
Director responsibilities.

Mr. Williams outlined his recent activities on behalf of the Advisory Committee,
meeting with White House officials such as Jim Rosebush, responsible for the
Frivate Sector Initiative and Dr. Knau, Assistant to the National Security Council.
Mr. Williams mentioned administration support for private and voluntary groups and
repor;ed that.PVO representatives had attended the White House meetings with him.
Characterizing the committee as a "sounding board" which wants to be active and
effective, he noted that actions and programs are the proof of accomplishments.

Mr. Williams announced that the Committee will keep PVO and AID concermns before

the public. Development education was also targeted as one area of priority focus



for the Committee. The theme for the December meeting was generated at the October
1581 meeting: In focusing on cooperation between PVOs and American corporations,
ﬁr.‘Williams stated that deliberations should examine the "enlightened self-interest
of both sides" and ensure ‘the development interests of the developing nationms.

Mr. Williams also reminded those present that discussion of PVO/private sector
cooéeration was- most compatible with the foreign assistance pslicy direction of

the Administration. He stressed the need for ''creative interaction" between the

public and private sector to make collaboration possible.
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THE ROLE OF THE CORPORATION IN DEVELOPMENT

"Multinationals need to be consciously -

aware of what their impact will be on

the broader environment and then manage

that impact...
David Blake, Dean, Graduate Schoo:
of Business, Northeastern Univ.

"It was necessary to be a non-profit PVO

(to) establish trust... It was suspicion

which was the basic problem...as well as a

lack of a developmental perspective.”
(Referring to PfP's role as intermediary
in Liberia).

Andrew Oerke, Director !
Partnership for Productivity

Intermediation: Two Case Studies

Presentor: Ms. Nancy Truiltt
Program Director
Fund for Multinational
Management Education
New York, New York
Keynoting the presentations to the ACVFA,” Nancy Truitt, Program Director,
Fund for Multinational Management Education, introduced the concept of intermediation:
what it means, how it developed and how it is being used. In specifying the Tole of
PV0s as intermediators with corporations in Third World development, Truitt set forth
some basic assumptions. She noted that PV0Os are playirg a critical role in development,.
she defined the development process as focusing on the generation of wealth within a
system which provides opportunity for all. Local and foreign private enterprise has
a principal role in this process. Private enterprise has two functions: economic
efficiency and providing for family or social groupings. Both PVOs and corporations

must change their orientations slightly to meet both tlie economic efficiency and

the social needs.
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She reported that Partmnership for Productivity, the Aspen Institute and the
Council of the Americas held a working conference in which they sought to study
ways in which corporations had worked with small farmers. Of the 12 case studies
discussed, Truitt selected twe to serve as the focus for discussion: Honduras
and Guatemala. In the first case, the Honduran small farmers were seeking means
to increase thelr income and therefore pay for needed social services. The U;S.
tabasco sauce company, McIlhenny needed a reliable source of peppers at lower
production costs. An existing PVO training center was used as an Intermediary
and was able to increase its role in providing community Services.while also
sexving as an intermediary with the farmers for the company. The benefits
included both increased income and increased social services.

The Guatemala case involved Hanover Brands which was looking for small farmers
to provide regular sources of broccoli, cauliflower and other vegetables. In the
two villages involved, the one where a cooperative acted as an intermediary,
ensured the purchase of vegetables even when the market was glutted. As an
intermediary, the cooperative served the needs of the community and also lowered
production costs for the company as the company was able to negotiate with an
entity instead of each individual farmer.

Truitt defined intermediation here as '...services not customarily needed in

the operation of a business or of a farm of limited resources...necessary to make

/
]

the linkage between these two economic producers financially less burdensome

and socially constructive." She identified two basic types of intermediation:
technical and social. Technical is desipgned to provide production needs (i.e.
marketing, credit, etc.} Social serves to insure human absorption of economic
change. Recognizing that there are different kinds of intermediaries, Truitt
noted that in both the Honduran and Guatemalan cases the social and the technical

needs were both met.
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In delineating the reasons why both PV0Os and corborations should be
interested in-intermediation, Truitt specified corporate interest as being based
on four factors: -

e source of supply

e labor (low cost)‘

¢ lower risk (not holding land)

8 franchise frqm government to do business

The PV0Os are motivated by three reasons:

o working with a'company provides means of increasing
income for the local groups with which the PVO

is already working.

o they can work effectively in softening the harsh
impact of development and rapid social change

e the opportunity to increase the PVQ's impact whiie
e seeking sources of funds

There are,, however, problems which occur in working out the PVO and corporate
relationship. These include:
e convincing PVOs that working with corporations to
" enhance their profitability is acceptable and a
reasonable means to PVQ objectives.
® convincing the company that the relationship is
worthwhile. The challenge lies in marketing not
in administration and in stressing the provision
of services once the client is identified and
PVO capabilities are analyzed.
In summary, Ms. Truitt offered one important suggestioq to PVOs seeking a
corporate relationship: look at what the market needs first, not at what the
small farmers can do. She added that copies of the cases discussed plus the -
others presented at the conferencg are available from the Fund for Multinational
Management Education.

The ensuing discussion by committee members, PVO representatives and others

raised points on the ideological and moral issues which PVQOs must address in
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examining the potgntial for relatlonship with corporations. Some participants
felt that rather than an intermediary, the PVO may in effect become merely a
cost-effective way for the corporations to obtain consultive services. Others
felt that PVOs and corporations can cooperate without compromising their natures
and that this was the working hypothesis behind the current discussion. Pointsg
were also made about the need for start-up funds to undertake these intermediary
activities and the role of medium sized farmers in the case. study areas. An

AID representative asked whether ATID funds had played a part in the cases discussed

and was told yes, In some instances.

Nature of.the Corporation in Development

Presentor:‘ Dr. David Blake
Dean of the Graduate School of Business
Northeastern University
Boston, Massachusetts
Dr. David Blake gave a comprehensive presentation on the present nature of the
multinational corporation (MNC) and the role it is playing in developing countries.
Dr. Blake defined the MNC as the most important economic and social phenomenon in
the last part of this century. Multinational corporations control $370 billion in
assets and one-third of the world's gross product. There are 3,540 U.S. MNCs with
25,000 affiliates world wide and only 25% of this investment is in developing
countries. Of the total MNC group, the majority are non-U.S5. MNCs. The U.S. is
the largest host for foreigm investment in the world. MNCs are 78% in manufacturing
and service industries rather than in extractive, as is commonly believed, even
though extraction is very lucrative.
He advised the PVOs to realize that MNCs are large groups of companies with

differences and that they seek to operate on an integrated basis. Dr. Blake also

presented a profile of host country relations with MNCs.
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-Developing countries want both employment creation (jobs) and the transfer
of high technology fromthe MNC. Although the corporations see themselves doing
business in the world or a specific region, they are forced by political reality .
to operate within the nation-state system, Host governments and MNCs recognize
their differences and also their mutual values. Each brings to the interaction
a set of power elements. The host government cant nationalize; exercise
bureaucratic; legislative, and judiclal controls; encourage competition between
MNCs; and purchase skills from different MNCs (unbundling). The MNC, in turn, can:
close down its investment and make nations compete for its benefits (jobs, hard
currency, technology transfer). Beyond the ultimate weapons on both sides, there
exist possibilities for compromise through negotiation. The interaction can be
unanaged because:

o the host government is a predictable system

¢ the host government wants foreign investment

o there is predictabillity of how the MNC will

act. It needs to manage its impact on people,
+ groups and the government.
Picking up the theme of intermediation, Dr. Blake noted that the PVDs have

a role to play and to assist in identifying host state problems and needs; to
identify how the MNC can adjust its behavior to increase benefits and reduce costs
(both material and social); to act as an objective intermediéry. He identified

",..creative, realistic catalyst that can recognize

this latter function as a

overlap and interests and bring about actions that assist both parties...”
The discussion following Dr. Blake's presentation was largely led by

committee members who asked for examples of successful MNC-PVO collaboration

and if there is a trend toward more MNC investment in development activities

in Third World countriles.
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Dr. Blake felt that there would be with more examples of successful collaboration.

A Committee member noted that the PVOs' role with the MNC is limited and stressed

the social needs identification factor. An ideological issue was raised by one
committee member who asked if PVOs should act as the "conscience" of the MNCs.

Dr. Blake felt that this was not the PVO's role. Comment from the PVO representatives
expressed concern over unresolved ethical issues, while others felt ideologiés should
be put aside. The question of where PVOs should access MNCs was also ralsed and

Dr. Blazke felt that the local level in developing countries was indicated, once

MNCs needs were determined.
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Corporate and Private Collaboration in Primary Health Care

Presentor: Dr. Susan Raymond
Program Director
Center for Public Resources
New York, New York

Dr. Susan Raymond, of the Center for Public Résources (CPR), shared the
experience of her ofganizétion in corporation initiatives in primary health
care. CPR has developed some very effective guidelines for cooperation which
have made possible some advances in dialogﬁe and function between the pharma-
ceutical industry and the users in the developing world.

Dr. Raymond stressed that CPR works at the internagional policy levell
rather than the local level. CPR 1s a non-profit organization created in 1977
to develop pragmatic strategies for utilization of business resources'and
leadership in meeting human neéds. ‘Recognizing that government is notvof itself
able to deal with problems, it seeks to mobilize leadership of the public and
private sectors to implement projects.

The role of the pharmaceutical manufacturers in improving availability of
pharmaceuticals in the Third World was selected for study and a task force of
30 people convened from the pharmaceutical companies, academe, the developiﬁg
world and multilateral organizations. She emphasized.that, from the beginning,
no illusions were held as to the difficulty of the task and the animosity which
had existed on both sides for many years was recognized as collaboration through
ptoblem solving was undertaken. Financing of the project was well-balanced
from the sectors represented. Areas of cooperation were identified and background
studies completed before the task force reviewed the projects targeted at specific
bottlenecks to pharmaceutical availability in the Third World. The problem

was approached technically as a system and three criteria were applied to

projects:
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e They must have a technically wvalid approach
to the problen.

e They must be operational in the medium-term.

o They must maximize the unique resources of
the sectors involved in the program.

Ueing this criteria, projects in several areas were identified:

1)

2)

3)

4)

3)

basic research needs in tropical diseases

led to the creation of the Drug and Vaceilne
Development Corporation (DVDC) which insures
investment in new pharmaceutical discoveries
needed in the Third World. Royalties are used
to finance a revolving tropical disease
research fund.

the problem of safety and efficacy in the use of drugs

is being examined by a series of workshops bringing
together drug regulation authoritiles from the Third
World, vice-presidents from 15 MNCs and representatives
from billateral and multilateral organilzatioms.

financing needs are met by a loan forgiveness program

which ties local resources to loans for health.

the problem of movement of pharmaceuticals 1s being

addressed by a short-term logistics training program

for ministry personnel from the Third World. This
program will be held in East Africa and is being financed
by CIDA, DANIDA and the Corporations.

utilization of pharmaceuticals is being examined in a special

CPR research project.

The overall collaboration experience has ylelded some important lessons.

The task force decided not to deal with the most controversial issues until a

framework for work and problem solving had been established. They plan to

begln working on these 1ssues in 1982, The primary lessons learned were:

@ To aveld a zero-sum attitude in collaboration.
Compromlses were made with a balance of gain and loss.

® To choose issue areas carefully and define initial
issues to ensure some consensus.
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e To select the level of participation and recognize that
companies are not monoliths. Key decision-makers were
identified, usually the chalrman of the board who is
legally responsible for behavior of the corporatiom.

¢ To make sure that the forum remains neutral.

e To provide opportunities for institutional follow-~through
once decisions are made.

_The task force wanted to implement a demonstration project and chose the
corporate initiatives in primary health care. This selection fulfilled the need
to design a project which could draw on past successes and also contribute to
future project design by documenting the health.care activities of MNCs. In
order to do thils several steps were ldentified:

1) analysis of cases

2) dissemination of lessons

3) examination of guidelines used by countries
and corporations in designing Third World

corporate health initiatives

4) creation of opportunities for public and
private efforts through study

This methodology yielded a survey of projects.which the CPR-established
editorial board short-listed. The MNCs cooperated fully, providing data and
agreeing to look objectively at failures as well as successes. At present
the results are beiﬁg compiled by the CPR staff with oversight from the
editorial board and results should be avallable through the Center in New York
in 1982.

Dr. Raymond noted that the program 1s working with an industry not noted
for cooperation by using a neutral, non-political forum. She cautioned the PVOs
desiring to undertake such activities that tbey will be attacked from all sides
but that a .climate of exchange can be created and that public and private

partnership should be operating in this way.



The discussion with PVD representatives and Committee members began with
several congratulatory comments from perscons knowledgeable in health care
delivery who recognized the difficulty of dealing with pharmaceutical issues.

A question was posed about the CPR relationship to the international consumer
group conference such as the one held in Moscow this year. Dr. Raymond

respcnded that the issue of who should be invelved in a dialogue is difficult

and the problem of at what peint the margins are dealt with is important.

Groups which position themselves as representing interests on one side or the
other are included in this margin category. Dr. Raymond felt that as the project
continues and its legitimacy becomes accepted, some of these issues will be

resolved by CPR.

Corporate Executive Contributions to Development

Presentor: Mr. Tom Carrell
Executive Vice-President
International Executive Service Corps
New York, New York
Tom Carroll, of the International Executive Service Corps (IESC) made a
presentation describing his organization's use of executive experience in helping
businesses in the Third World. The IESC since it was founded by David Rockefeller
in 1964 has implemented 8,000 technical assistance projects in 70 countries.
Eight hundred U.S. companies have contributed paid expenses for their retired
executlves and thelr dependents. Ewvaluation of the program has shown that 41%
of the business clients (who pay a fee according to their means for the services)
have made capital investments after the project. Some 217 developed a relaticnéhipl

with a company in the U.S. and 197 started employee training. Almost all have

improved production and in 1980, 500 projects led to an increase of 34,000 joBs.
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The main objectives of IESC are to
1) improve the economy of the host-governmment
2) help practitioners of the free market economy
3) improve U.S. relations overseas
The IESC is governed by a set of basic principles:
1) It responds to the economic priorities of host
! countries rather than dictates what should be
done.
2) It charges a varying rate for services.
3) It aids in technology transfer.
4) It seeks to establish an enduring benefit.
5) It only works where its services are requested. °
During the discussion period, the question was raised about the sources of

funds used by IESC. Mr. Carroll responded that funds were provided largely by -

companies, AID and the clients themselves.

A Perspective on Collaboration from the AA/FVA

Speaker: Julia Chang Bloch
Assistant Administrator
Food for Peace and Voluntary
Assistance Bureau
U.5. Agency for International Development
Julia Chang Boch concluded the morning's discussion by emphasizing that AID
is fully supportive of PVO/Corporate collaboration and that this theme is vital -
to this administration's foreign aid policy. . AID understands that this is a new
\
and controversial area and that there are skeptics. She.explained that is a
natural part of the evolutlonary process in development and noted that the theme
might have seemed incredible only a few years ago.
Citing the 16 cases presented at the conference on Multinationals and new

approaches to Agriculture and Rural Development held April 26-29 at Mohonk, New

York. Ms. Bloch observed that some PVOs are already working with corporations.
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A major issue remains to be resolved as PV0s seek to define the relationship with
MNCs. Ms, Bloch commented that she recognizes the need for PV0Os to have more
dialogue and the concern of each party to maintain its identity. AID is ready to
ﬁelp facilitate the dialogue as the PV0Os define how they wish to go about it with
or without AID support. She views collaboration between FV0Os and corporations

as a means to pursue tangible projects which will improve the quality of life

in the Third World as well as economlc and social stability. Ms. Bloch also said
that cooperation can enhance the impact of development since PV0Os have come to
recognize that projects which create jobs and increase productivity are the

most successful. TIn addition, corporations are beginning to recegnize that not
only do they have a corporate responsibility, but that it i1s better for business
if the quality of life is upgraded in the communities where they dec business.

The ongoing activities of the corporation depend on both consumption and adequate
credibility.

Ms., Bloch voiced her optimism that positive relationships could be developed
between PV0s and U.S. corpeorations as thils new approach to development is
examined. WNoting that everyone at the meeting had an interést in working for
development, she concluded that diversity is needed as we seek the appropriate

kinds' of collaboration and linkages to bring synergism to our collective undertakings.

The Private Enterprise Bureau (PRE): AID's New Organizational Emphasis on Corporate
Collaboration in Development ’

Presentor: Raymond Malley
Director, Office of Business Relations
Bureau for Private Enterprise
U.S. Agency for International Development
Mr. Malley explained the functions of the new Private Enterprise Bureau in AID.
As the first step in carrying out the President's policy of relying more on the

private sector for development, Administrator McPherson established in A.I.D. a

new bureau, the Bureau for Private Enterprise (PRE), headed by Assistant Administrator
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Elise du Pont. The purpose of this Bureau is to work with those developing
countries which want to develop thelr private sectors and whose governments
are willing to make the necessary policy decisions and investments to create a
climate conducive for private sector iInvestments. In consultations with the
Department of State, the Bureau will work almost exclusively on ten countries
for the next year or sc. These countries are: Kenya, Ivory Coast, Zimbabwe,
Egypt, Jamaica, Costa Rica, Indonesia, Thailand, Sri Lanka, and Pakistan.
Investment missions composed primarily of U.S. private sector executives have
already been to Indonesia and Sri Lanka, and Mrs. du Pont and her Bureau have
played an active role in coordinating with the Rockefeller Committee and with
Prime Minister Seaga in working on private sector development in Jamaica.
Missions are are also scheduled for Kenya and Thailand this month, with Ivory
Coast, Costa Rica and Egypt to be scheduled between now and May 1, 1982. The
Bureau has also been working closely with the U.S. Chamber of Commerce and
other U.S. business organizations in identifying opportunities and obstacles
to U.S. investment in these countries.

Based on impressions to date, the Bureau has identified threg investment
areas .where they feel A.I.D. can make a difference in private sector development.
These are co-financing of infrastructure projects with U.S. commercial banks,
co~financing with the IFC and others in the development of financlal Intermediaries
such as venture capital funds which finance private sector investments in these
countries, and financing projects with U.5. companies in areas where technology
transfer can make an important contribution to development of a key industry in
the developing country such as agribusiness, alternative energies, or health
seévices. The Bureau is also going to set aside some money for advising governments
in improving their climate for investment and for management training for private )
sector development. These are new areas that are critical to sustain economic

development in selected developing countries.
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The Secretary of State and the Administrator have beennencouraging AID
Misslons abroad to seek out opportunities to support private sectorldevelopment.
Private sector developﬁent and encouragement is complementary to bafic human
needs development and is aﬁ important element of our foreign policy framework.

The Bureau is now working on some new procedures which will be aunounced
for U.S. private firms and others to submit proposals for A.I.D. financing.
A.I.D, wants to accomplish three cbjectives in the selection of this portfolio:
(1) to leverage money so that A.I.D. can do more development projects with
limited resources; (2) to strike a balance between the profitability criteria
that will be foremost in the decision-making process for the private investor
and the development criteria which will be a priority and, (3) to develop the
financial, people and ﬁolicy infrastructure in developing countries so that
the U.3, private sector will more actively seek out and make positive investment
decisions In the developing world. Countries that have encouraged private
sector development have on the whole demonstrated better growth, better stability
and have been some of the best friends of the U.S.

In staffing the new Bureau, assistance has been requested from the U.S.
business community. Qualified people are being sought to work for about six
months to one.year with the Bureau in helping it to develop its procedures,
policies and investment portfolio and train young A.I.D. employees during the
course of the next two to three years. These A.I.D. employees could then work
more effectively with both the U.S. and developing country private sectors in
making investment decisions which will help assure long-term stabllity and
growth in developing countries.

Discussion following Mr. Malley's presentation included questions on
whether the Private Investment Council to AID had been formed. Mr. Malley

responded that it was in the process of being formulated with 15-20 business
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leaders, not all of which come from blue chip companies. It would be a
Presidential commission not unlike the export council. When questioned as to
the interface with AID missions, the answer was affirmative. He anticlpated

that PV0s would be good collaborators.
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PV0s REPORT ON COOPERATIVE EFFORTS WITH THE CORPORATE WORLD

"When social responsibility efforts
are considered as sacial investment
their relationship to a business
self interest becomes clear.”

Ann Micou
U.S. Council for
International Business

The Current PVO Relationship with Corporations

Presentor: David Guyer
President
Save the Children Federation
Westport, Connecticut

David Guyer, began the discussion on cooperative efforts by endorsing the
admninistration’'s new emphasis in seeking the active participation of private enterprise.
Noting the new emphasis, he reminded the audience that there has been a traditiomal
relationship between corporations and non-profits. He emphasized that corporatioms
have for some time supported the work of PVOs in the developing world. He stated that
interest on the part of corporations led partially to the generation of the PAID
brochure describing PVO efforts in development. Some concerned major stockholders
have been able to affect corporate giving and social consciousness. Mr. Guyer's )
presentation focused largely on the current PVO relationship with corporations which
has primarily been one of corporate giving to non-profits. He listed the variety of
ways corporations have supported efforts on the non-profits:

e General contributions (usually unallocated
monies given in either a haphazard or
scientific way.

¢ Employee association donations

e Gifts in-kind (materials needed for
overseas work).

e Loans of personnel

e Specific special projects (e.g. community
regettlement)

e Special events (e.g. luncheons for contributors)
e Building drives

¢ Surprise donations (e.g. liquidation for tax
deduction)
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Corporations usually scrutinlze PV0Ds carefully before making donations and
pay special attention to audits and program costs. Medium-sized businesses
within developing countries may sometimes give contributions, also.

Mr. Guyer also discussed some negative aspects of PVOs looking to corporations
as a funding source. He indicated that 1s unlikely that corporate giving will
£ill the gap left by the goveénment cutbacks and pointed to the case of universities'
and the arts, in particular. It 1s difficult alsc for small PVOs to allocate
thé large amount of time necessary to secure these alternative financing
possibiiities.

In summary Mr. Guyer stated that "Charity 1s good business" and that PVOs
should take a hard look when making plans for obtaining these funds. He also
observed thét PV0s would do well to seek more business expertise on their boards
and councils to-bring the two sides closer togethér.

Committee members led off the discussion by asking if corporations give
a differential response to development versus welfare programs. Mr. Guyer
responded that certain corporations are pacesétters in contributing to development
programs and that there is a realization also that health and nutrition programs
are as important as economic productivity. There is a tendency now to place more
emphasié on productlvity to equalize the thrust of programs (e.g. Appalachian
Fireside Crafts). A PVO representative a&ded that emergency relief gets corporations
in the U.S. involved and that local corporations can be used as sources for longer

term development activities using local PVOs.
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Intermediation and the U.S5. Council for International Business

Presentor: Ann Micou
Director of Communications
U.S. Council for International Business
International Business of Commerce
New York, New York
Ann Micou presented views on the communications issues facing PVOs and
corporations. She described the work of the U.S8. Council for International
Business which is made up of 250 corporations and law firms and serves as the
U.S. committee to the International Chamber of Commerce, U.S. representative
to the  International Organization of Employers and the U¥.S. Business and
Advisory Committee to the OECD. It concentrates on issues of economic and
social policy affecting U.S. businesses abroad.
Ms. Micou stated that PVQs and corporations have a long way to.go to learn

each other's languape. The PVQO approaches the corporations in limited ways:

® Loolking at them as sources of funds and
inundating them with such requests

e Failing to underline PVO strengths and
skills when selling programs

o Neglecting to do "homework'" on where PVO
interests and needs 1ntersect with the
corporation

@ Depending on a "do gooder' approach which
does not specify method or define results

® Being reluctant to quantify program outcomes
- All 6f the above lead to PVOs regarding the corporation with suspicion, fear
and hostility. Ms., Micou also stated that the .corporate vision of PVOs is limited”
by sterotypical assumptions that they are unbusinesslike, poorly maﬁaged, evangelical

and ineffectual. She stated that corporations do not know PV0Qs skills or how to work

with them. Basically there is a failure to understand how to operationalize collaboration.

In order for a dialogue to be effective it must be recast on both sides so that it is

not 1ooke& at as philanthropy or charity.
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There is a major distinction to be made between social responsibility and
social investment. Ms. Micou made the distinction in this way, "Corporate social

responsibility implies business charity. Corporate social investment implies

business activity." She stated that "enlightened'" self-interest on the part of

the corporation leads to a simultaneous interest in the health and welfare of the
society in which it operates. .Without this "enlightened" self-interest there can
be no markets or sound bpsiness growth.

The: Council functions through issues-tracking and policy-making committees
and has established a task force on the contribution of international business
to growth and development. Ms. Micou is coordinating a new project on the roles
and responsibilities of MNCs in development which seeks to describe working models
of public and private collaboration by collecting information from PVOs, academia

and government. An Important instrument 1s the publication Enterprise and

Development (available by subscription from the Council) which is a monthly index
of reports, studies and other information related to private investment and its

impact on development. Ms. Micou 1llustrated that by examining six recent themes

developed in Enterprise and Development, PVOs can also see where achievements
have been made and what needs to be further explored. These themes include:
e The larger private sector role in development
@ The identification of on~site activities by PVOs

o The dichotomy which exists between the PVO
and business sector approaches

¢ How MNCs can use PVOs to meet development goals
of the host government

e The need for dialogue in public and private sector
initiatives

¢ What kinds of joint actilon contribute to corporate
goals and human development
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The discussion from the committee and the PV0Q representatives identified
a gap Between businesses and PV0s which needs to be bridged. It was suggested
that the Councll might fulfill this role by gathering a group togethe% to
begin dialogue. A Committee member suggested that the Advisory Committee could
provide this kind of forum and draw on Ms. Micou's experience in setting it up,
particularly in identifying key actors for the discussion.

A comment from the floor noted the lack of corporate leaders present at
this meeting. A committee member stated that this absence in no way implied
that corporations had been invited, but_chose not to attend. Tt was explained
by the former Executive Director that the December meeting had been seen as
a session in which the PV0O community could lay the groundwork for future
dialogue with corporate representatives. A PVQO representative drawing on
field experience noted that some AID missions were able to draw PVOs and
corporations together in-country to exchange experience on a regular basis.
Several persons expressed satisfaction at the high quality of the information

contained in the newsletter being published by Ms. Micou's organization.

Partnership for Productivity: A Case Study from Liberia

Presentor: Andrew Oerke
Director
Partnership for Productivity
Washington, D.C.

Andrew Oerke's presentation described Partmership for Productivity's (PfP)
long-term project in Liberia stating that this organization expouses a development
focus on business and economic activities which support social infrastructure.

He also feels that activities involved in creating economic opportunities must

work against the "fixed pile" economic realities of many developing countries in

order to encourage people to seek increases in productivity. Many host-govermments
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now see the neeé for a balance between business and development. Two major
constraints to PVO and corporate éooperation are psychological factors which limit °
each organization's view of the other and the identification of the real effects

of development on subsistence, and employment to name only two crucial areas.

The PfP Liberia project involved the Liberian-American Mining Company (LAMCO).
Bethlehem Steel put up the money for the ore extraction operation and Gringus
International (Sweden) provided the management input. In the early stages social
issues such as housing were not addressed and social Infrastructure was not built.
The company's paternalism alienated the workers and strikes occurred. PfP was
called in to address the current problems and the future transition problems
likely to be caused by the "hole in the ground" phenomenon which the ore extraction
was creating.

A number of strategies were used by PfP in addressing the probléms:

e Spin—off industries were used to try to replace as many jobs as
the mine had created.

e Other development aspects were identified such as the workers
acquired preference for the use of machine labor and the problem
of the destruction of subsistence farming as people left farms to
work in the mining operationms.

© Industries were owned and managed by Liberians recognizing the
possibility of the creation of internal development gaps in the
community by elites.

¢ Issues often extended beyond the immediate town and community
involvement proved essential to solving rural-urban and market
problems, all of which are complex.

PfP_involved the MNC and govermment In its work with the affected population

thereby serving as an intermediary which could establish trust. As a result

of the Liberian experience, Mr. Oerke was able to offer suggestions to PVOs

undertaking this kind of activity:
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o communicate with MNC and identify the soclal Investment aspects

e try to develop a "critical mass" in MNC so that things will happen

e wuse both donor and host country leverage.

Mr. Oerke noted that CIDA in Canada had established a program for PVOs
who wish to work with corperations by providing small grants to identify
projects and do feasability analyses. In working with the MNCS, he suggested
beginning design activities as soon as possible, belng sure all principal
actors are inveolved and that economic impact is being used in a positive way.

Comments and discussion concentrated on how PfP began work with the MNC.
Mr. Oerke described this as a combination of the MNC's recognition of their
failures and PfP's patient work. Asked what he projected investment recovery
period for the MNC in Liberia was Mr. QOerke estimated 15 to 20 years. A PVO
representative noted that in examining the role of private enterprise in Africa
it would be important to balance this with the concerns of the poorest countries.
When asked how long it took PfP to "turn things around" in Liberia, Mr. Oerke
replied that it took 7 years. Additional comments and questi;ns focused on
the degree of AID funding (which is only in rural areas) and the possibility

of extending this approach to other countries by the MNC.
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CONCLUéIONS

In summing'up the substantive presentations and the discussions which
followed, E. Morgan Williams led the meeting in a lively exchange by committee
members and PVO representatives on the lessons learned during the exchange of
information and the possible future activities of the committee in this area.

Committee members voiced the need for direct involvement by corporations
in future discusslons and the provision of more information to the Committee
through Dr. Byrd or Mr. Williams on existing PVO and corporate relatlonships.
The concern was also expressed of the need to address the needs of the poorest
countries (for example many in Africa) within the private enterprise approach.

Mr. Williams also reported that he would seek a meeting with the AID
administrator, Peter McPherson, to express PVO and committee concerns about
the AID policy toward PVOs currently under formulation. A survey of PVO
corporaLe contact should be undertaken by Dr. Byrd and the Advisory Committee
staff to identify models which the community can use to stimulate ideas,
Some committee members expressed the need for more information on the Bureau
for Private Enterprise and possibilities for PVO collaboration with it.
Mr. Williams was interested in the potential for a joilnt meeting of the
Advisory Committee wilth the Business Advisory Council of the Private Enterprise.
He will obtain more information onrn the relationship between the Private
Enterprise (PRE) and Food for Peace/Voluntary Assistance (FVA) Bureaus as well
as more specific Information on the new programs being established in PRE.
Committee members felt that PRE could help generate participation from the
business community and that a future forum should provide for short panel

discussions followed by ample time for informal, unstructured interaction.



- 33 -

Questions were ralsed about the role of PVOs with corporations in-country.
PVO representatives suggested that U.$. Chambers of Commerce overseas could provide’
a good means of exchange of concerns., It was also stated that not all PVOs may ‘
wish to enter into a dialogue with businesses. PV0Os which would 1like more
activity with private enterprise need to communicate this to AID and seek new
mechanisms to effect this interchange. It was also suggested that input should
be sought by Third World business representatives as well as the U.S. corporate
world.
Frank Kiehne, Church World Service, made a series of points which summed
up what he felt were major areas of PV0O concern. He noted that some PV0Os did not
attend the meeting because of the topics being discussed. His observations were
thac:
e The level of contribution by the business
compunity is bad. Individual givers
contribute more. (The Conference Board
has done studles on this).
@ Corporate support is good for domestic
programs, but International interdependence .

is not understood.

o There are some severe ethical problems,
(e.g. infant formula).

¢ There are cultural differences In approach.

e Some boards (even those including business
people) do mot want PVOs involved with
business. They want to preserve a '"pure
image™.

e PV0s which become zligned with the business _
community are taking risks with the political
structure In which they must operate. (Not
all countries use the free enterprise
system) .

e The transnational corporations (Western
European or Japanese) have a more enlightened
appreoach than thelr U.S. counterparts.

e These issues can best be discussed in a forum
which is Intensive, yet informal where the actors
can get to know each other.
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A few PVO representatives felt that AID could provide a forum locally for
dialogue and that the Advisory Committee could advocate a roundtable. Dilscussion
continued on the kinds of activities that could be encouraged at the AID mission
level. PVO representatives advocated contact with the U.S. Embassy's economic
section and fostéring relationships with labor organizations, aﬁd showing AID
missions that PV0s have specific capacities. It was mentioned that some AID
missfons see PVOs as competitors and that often OPGs are treated as though they

+

were mafor loan programs indicating a lack of trust in PVOs.
3

Committee members stressed the need for more information on the corporations
and endorsed the 1dea of a survey of the business community. Since public affairs
are imp;rtant to the business sector now, this interest could be adwvantageous
to information gathering by the committee. A commlttee member also felt 1t was
important to examine the motive of MNCs and pointed to problems of overgeneralization
about either the corporate or the PV0 community.

A PVO representative voiced discomfort over the idea that private funds would
replace public moniles. He doubted whether MNCs could be converted and questioned
how the needs of the "poorest of the poor" would be met, noting that one-half
the countries in Africa do not have MNC investment. In response, a committee
member expressed the view that PV0s bring an element to the MNCs which they lack
and that economic development involves the business community and will have an
impact regardless of PVO involvement. Another Committee member brought to the
attentioa of the session a World Bank report on training needs in developing
nations prepared by Eliot Be}g. The 9ommittee was reminded that labor organizations
should be included in the discussions with corporations.

Additional coﬁments by the committee moted the passage of the Foreign Aid
bill and the role specific PVOs may have played in it, the need for a clear

statement on the Advisory Committee's functions from the State Department, and
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a call for future meetings which would use the Committee as a catalyst to bring
the discussion beyond dialogue. This last suggestion included recommendations

for role playing on real world issues by AID, corporations and PVOs.
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REPORTS' FROM ATD OFFICIALS

Development Education
Sﬁbaker: Mr. Dagnija Kreslins
Development Education Program Director

Advisory Committee on Voluntary Foreign Aid
U.S. Agency for International Development

Ms. Dagnija Kreslins presented an update on development education efforts
since the last advisory committee meeting. She thanked the committee for the
impetus it has provided to the development education program. During a recent
visit fo Canada, Ms. KRreslins noted the informed participation of Canadian young
people in development education fora and expressed hope that the- development
education efforts in the U.S. would produce similar results. She described
five major activities in the development education program being funded by AID:

Media roundtables. Organized by the Goodwillie Group, these regional ford will

improve the quantity and quality of media coverage on world issues, particularly
relating to hunger and development. Four events are planned with the first in
Milwaukee, Wisconsin, February 24-25 in cooperation with the YMCA. The second
will bé held in Seattle, Washington, March 1-2 in cooperation with the World
Affairs Council. Two more events are planned for 1982 with Saﬁ Diego and St. Louis
as possible sites. Organizations interested in acting as tﬁe local secretariat

for these sessions should make their Interest known.

Development education and public schools curricula project will prepare school

study for 5th, 6th and 11th grades along with an evaluation instrument. The
prototype for the packages should be ready in late January or early February 1982.
The second component of the project-encouraging the leadership of national education
associations to endorse and encourage global and development education has progressed
more skowly. The education associations have been reluctant to accept development
e&ucatfon as a priority as they already have established priorities for the coming

vear.
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Dévelopment education project grants. 380 organizations have recelved

x

guidelines for the program and $500,000 will be available for distribution,

So far 50 groups have Inquired and grants will be awarded in April 1982,
Map project. A compendium of development education organizations in the
U.S. will be prepared utilizing a state by state, city by city format. This
compendium will be a valuable resource to organizations Interested in undertaking
development education projects in thelr communities. Beth Hogan is the project
coordinator.
Qutreach. Aectivities with other ATD offices, other federal agencies, and
universities are being initiated. Dialogues are being carried out on World
Food Day and also with the Department of Education and the Peace Corps.
Recognizing that the program is ambitious, Ms. Kreslin agreed to ﬁrovide
the committee with regular updates. The Executive Director raised the possibility

of coordinating future round tables with advisory committee meetings.
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Regulation Three

Speaker: Mr. Robert McClusky
Chief, Police Liaison Division
Office of Private and Voluntary Cooperation
Food for Peace and Private Voluntary
Assistance Bureau
U.S. Agency for International Development

Robert McClusky summarized the recent developments on Regulation 3,
Registration of Agencies for Voluntary Foreing Aid (See Annex C). The

regulation appeared in the Federal Register Tuesday, December 8, 1981 and

the official period for public comment extends to January 7, 1982. Stressing
that this 1s a proposed change, Mr. McClusky stated that comments would be

examined, decisions made and a final version published in the Federal Register

along with a summary of comments and the position AID is taking in response.
In Spring 1982 the final version should be available.

Voicing his appreclation for the input from the Advisory-Committee, in
particular, Michaela Walsh and Carl Taylor who served on the special subcommittee,

Mr. McClusky described the key sections of the regulation. In the Federal Register

there is supplementary information preceding the proposed regulation itself.

Restatement of purposes of registration.

This section emphasizes that registration provides a mechanism for identifying
which organizations are eligible to seek AID resources intended for PVOs (i.e.
subventions and "registered PVO grants", matching and operational program grants).

Non-profit nongovernmental organizations (NGOs) are not required to register
and are eligible to seek AID funds other than those for PVOs and also regular
ATD contracts. The purpose section also takes note that registration is not a
consumer protectlon process designed to provide Information to the contributing

public.
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Organizations must receive 20% of their funds from privatre contributions.

This excludes in~kind contributions and uses overseas program costs in the
last audited year as a base. Contributions must come from private U.S. sources.
The tightening of the applicatilon of this test of privateness is deemed desirable
by AID to emphasize its interest in mobilizing private sector resources and
working with PVOs on a cost—-sharing basis, Parenthetically, it was noted thatr
this proposal reflects agreement with the recommendations of the Advisory
Committee that, in practical terms, "private" refers mainly to the balance
between private and public financial support.

If a PVO 1s registered when Regulation 3 becomes effective and In the last
audited or base year 1t does not meet the 207 test 1t has 3 years to come Into
complignce. The registration of a PVO which does not meet the test, based on an
Independent audit in the third year after the base year, would be terminated
in accordance with the termination procedures. Any PVDO grant in process would
continue, but new ones would not be made.

Other changes Mr. McClusky outlined include a new condition which stipulates

the voluntary contribution of money, time or in-kind support £rom the general

public. This,places an explicit emphasis on the voluntary nature of the mobilization

of resources. The audit requirement has been simplified by requesting that they
be done in accordance with generally accepted accounting principles (GAAP), the
most broadly accepted accounting principle.

Careful attention will be paid to how funds are expended (i.e. are they being
used for stated purposes of organization? Are fund-raising costs reasonable (20%
or less)? Are the financial circumstances of the organization disclosed to the

public?).
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Mr. McClusky acknowledged the problem of AID's attempting to define or
monitor compliance with undefined yet "accepted ethical standards" no matter
how respected or accepted. He also said that the establishment of a process
which relates the PV0Os and AID is complicated and there are alternative ways
of structuring relationships at the outset ATD is also looking for input and
comment from the PV0 community as to how closely registration should be linked
to AID support in operational terms. Should AID only process an organization's
application which AID has a clear interest in funding? He concluded by saying
he looked forward to the PV0's comments before January 7 and thanked the
comnittee for its participation.

Discussion at first focused on the committee's role in the registration
procedure since the disposition of this responsibility to AID. In examining
the issue the committee wanted to be certain it had fulfilled its role vis a
vis some key areas such as indigenous PVO registration. Tom Fox, PVC agreed
to consult the notes of the April 1981 subcommittee meeting on registration.
Mr, Williams asked for a report as to whether the committee has fulfilled
its responsibility in this matter. As to the indigenous PVO issue, the Mission
Director retains registration responsibility, but the guidance regarding
eligibility may need to be modified appropriately with the adoption of Regulation 3.

Several questions were asked as to whether a non-registered PVO could
receive grant funds. The reply from AID stated that grants or contracts could
be made from non-PVO designated funds. A PVO representative questioned the
use of Circular A-110 in auditing and was told that the acceptance of GAAP was
intended to simplify the process and costs of preparing audits, by accepting
the most broadly endorsed accounting principles.

A basic question was raised by the committee chai;man as to the impact of

the 20% requirement. Mr. McClusky replied that 15-25 PVOs may be below the 20%
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mark, based on available data. The actual number may be somewhat higher .or lower
when data are available on all organizations showing the proportion of overseas
program costs funded from U.S. private sources, He stressed the need to ?roceed
case by case and consider the circumstances of each organization when applying

the 20% test. It may seem logical to waive or extend the period for meeting

the test.
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Plans‘for'lQBZ:- Topics; Dates and Location °

in'wfapping up thé'discussiéné, Mr. Williams commented that he'hiil be © 7T
- - . - : ., . N . . - E o .
apprising the AID Administrator on committee and PVO concerns as well as

maintainiﬁg‘liaisdn with the Bureau of Private Enﬁerpfise‘;hd'tﬁénfEivafé
Voluntary Iﬁiéiétive'gfouﬁ at the White House. He élso.piéné'to set ﬁp
subcommittees from the Advisory Committee and the PVQO community and requested
that the committee indicate their interests. Tentative areas include:
development education, university - .PVO relatioms, AID/PVO pol}cy and PVO -
-Corporé;e relations.
Dates for-the 1982 meetings were decided:
March 25 - 26
June 10 - 11
September 16 ~17
December 9 - 10
The March 25-26, 1982 meeting will be held in New York City with continued
emphasils on PVO-Corporate Cooperaéion. The possibility of the June meeting belng
ﬁeld in connection with a media round table was left to Dr. Byrd to explore.
Dr. Byrd mentioned St. Louis as the possilble site.
There.was an agreement on the partﬁof the committee members and the PVO
representatives that the committee needs to more carefully define its role.

It was suggested that the PVO community be surveyed to get a better sense of

how the community views the present needs of the ACVFA.

‘7.
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ADVISORY COMMITTEE ON VOLUNTARY FOREIGN AID MEETING

PARTICIPANTS: DECEMBER 9 and 10, 1981

Committee Members Present: George Abbott, Markham Ball, Marjorie Craig Bentom,
Ted Connolly, Keljil Kawakaml, Robert Marshall, Robert Nathan, Roy Pfautch,

John Sewell, Carl E. Taylor, Morgan Williams.

Richard B. Abell
Peace Corps

John G. Anderson
Foster Parents Plan, Inc.

Patty Bankson
YMCA

Judith M. Barnet
Goodwillie Group

Margaret C. Bayldon
Helen Keller International, Incorporated

George Beloz
FVA/PVC
Agency for International Development

Jim Berger
AA[FVA
Agency for Internatilonal Development

David Blake
Northeastern University

Julia Chang Bloch
AAFVA
Agency for International Development

Wilma Bradbeer
_Bread For the World

Neil R. Brenden
Lutheran World Relief

Mary Ellen Burgess
TAICH - American Council of Voluntary
Agencies for Foreign Service

Ronald P. Burkard
CARE

Toye Byrd
AAfFVA
Agency for International Development

William D. Calderhead
Meridian House International

Willie Campbell
Overseas Education Fund

Thomas S. Carroll
International Executive Service Corps

Father Robert Charlebois
Catholic Relief Services

Mary Coss
AA/FVA
Agency for International Development

Alex Costas
The Salvation Army

John H. Costello
Helen Keller International, Incorporated

Betty Ann Countryman
La Leche League International

Martin Cramer
The Institute of Cultural Affairs

Joseph H. Crocker
The Institute of Cultural Affairs

Peggy Curlin
The Centre For Population Activities

Joseph M. Deering
International Eye Foundation

Mary Dilamond
Meals for Millions/Freedom From Hunger
Foundation
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Phyllis Dobyns
Save the Children

Robin M. Dorman
Food For the Hungry, Inc.

George W. Doud
International Consulting Services

Jerry Drew
Howard University

Joseph Dwyer . .
World Federation for Voluntary- Surgical
Contraception

Jim Ekstrom :
Sister Cities International

~ Marina Fanning-Firfer
Inter-American Development Institute

Nancy Fischer
Qverseas Education Fund

Bernie Fisken
New TransCentury Foundation

Thomas Fox
FVA/PVC
Agency for International Development

Robert R. Frankel
Shaare Zedek Hospital

Matthew Freedman
AA/EXRL
Agency for International Development

Graeme P. Frelick
National Council for International Health

Marian Fuchs-Carsch
New TransCentury Foundation

Michael S. Gerber
African Medical and Research Foundation

Judith Gilmore
FVA/PMS

Nancy A. Graham
Peace Corps

Gary C. Griffin
Food For the Hungry

Peter Gubser
American Near East Refugee Aid

David L. Guyer
Save the Children

David Hand
Government Accounting Office

Austin Heyman
FVA/PVC
Agency for International Development

Lori L. Hobby
The Salvation Army

Beth Hogan
AA/FVA
Agency for Internmational Development

James A. R. Johnson
XEROX

J. John Jova
Meridian House International

Josebh C. Kennedy
AFRICARE

Shelly Kessler
The Breakthrough Foundation

Frank C. Kiehne
Church World Service

Dagnija Kreslins

AA/FVA
Agency for International Development

Frank Lavin
ASIA/DP
Agency for International Developument

Joyce Leader
Institute of International
Trade/Development
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Arlene. Lear
American ORT Federation

Michael Lent
Booz, Allen & Hamilton

E. David Luria
Partners of the Americas

Rosemary Lyon
Consortium for International Citizen
Exchange

Martha McCabe
Cooperative League of the USA

Jim MeCloud
Amideast -

Michael McCoy
United Nations

V. E. McMahan
Natlomal Councll for Intermational Health

James. MacCracken
Christian Children's Fuud

Paul G. Maguire
LAC/DP/PVO
Agency for International Development

William A. Major
The Pearl S. Buck Foundation, Inc.

Raymond Malley .
Bureau for Private Enterprise
Agency for International Development

B. Umesh Mally
Agricultural Cooperative
Development International

Patrice Malone
AA/FVA _
Agency for Internmational Development

Marianne Mann
The Institute of Cultural Affairs

Edward Marasciulo
Pan American Development Foundation

Ann Micou
U.5. Council for International Relations

Daniel L. Miller
The Breakthrough Foundation

Johnathan S. Miller
Bureau for Private Enterprise
Agency for International Development

Michael Miller
AFRICARE, Inc.

Carole A. Millikan
FVA/PVC -
Agency for International Development

Russell E, Morgan, Jr. . .
National Council for International Health

Jay Morris
AA/EXRL
Agency for International Development

Patricia Nelson
Institute of International
Trade/Development

Peggy Neu
CARE

Thomas Niblock
National Rural Electric Cooperative Assn.

Henry R. Notman
Volunteers in Technlcal Assistance

Jeanne Foote North
DS/RAD
Agency for Intermational Development
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Quy Nguyen
Opportunities Industrialization Centers

Andrew Oerke
Partners for Productivity

Richard T. Owens
The Cooperative Housing Foundation

Agnes Pall
YMCA

Raymond K. Panczyk
Catholic Relief Services - USCC

i

Joy L. Peebles
World Relief Corporation

Patty Pettit
AA/EXRL
Agency for International Development

Irene Pinkau
Volunteer Services Cooperation Project
Charles ¥. Kettering Foundaltion

Nadine M. Plaster
Peace Corps

Susan Raymond
Center for Public Resources

Myles K. Ren
International Human Assistance
Programs, Inc.

Bonnie Riced
New TransCentury Foundation

Tomn Roach
Peace Corps

Alan A. Rubin
Partners of the Americas

William Salwond
Technoserve, Inc.

Christine Schuetz
Private Agencies in Int'l. Development

Kate Semerad
AA/EXRL -
Agency for International Development

Elise Smith
Overseas Education Fund

Mike Snoddy
ASTA/DP
Agency for International Development

Kathy Spaar '
United Ministry of University of Virginia

Dao N. Spencer
American Council of Voluntary Agencies
for Forelgn Service, Inc.

Louls Stamberg
FVA/PMS
Agency for International Development

Charles Sterhenson
General Counsel's Office ) )
Agency for Internatioral Development

Diana Talbert
Creative Associlates

Victor M. B. Tavares
SER-Jobs for Progress, Inc.

Nancy S. Truitt
Fund for Multinational Management
Education

Janet C. Tuthill
Inter-American Development Institute

Jerome Vogel
Operation Crossroads Africa

Judith Waite
Operation Crossroads Africa

Larry Ward
The Institute of Cultural Affairs

George L-P Weaver
American ORT Federation

Wesley Weidemann
Cocperative League of the USA
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Ted Weihe
FVA/PVC
Agency for International Development

Margaret C. White
National Association of Manufacturers

Alfred A. Whittaker .
Institute for International Development

John Wiggins
The Salvation Army

John Calvin Williams
Peace Corps

Walker A: Williams
Caribbeana Council

Warren Wolff
Africa Bureau
Agency for Intermational Development

Dorothy Calhoun Zbicz
World Relief Corporation
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FOR RELEASE o ' 0042
MONDAY, NOVEMBER 30, 1981 : Contact: Betty Snead
(202) 632-4274

) AID APPOINTS NEW MEMBERS TO THE
ADVISQRY COMMITTEE ON VOLUNTARY FOREIGN AID

M. Peter McPherson, Administrator of the Agency for
.International QevelOpment, announced ‘ today the.appointment of éix
new members to the Advisory Committee on Voluntary Foreign Aid,
Mr. McPherson designated E. Morgan Williams, a new appointee, as
‘Chairman, and announced that Robert J. Marshall will continue as
Vicé Chairman.

Mr. Williams is President of the Cooperative League of the
U.S.A. (CLUSA). Before jecining CLUSA, Williams served as a
professional staff member of the Senate Committee on Agriculture,
Nutrition and Forestry and was Agricultural Assistant to Senator
Dole of Kansas. Williams also served as Kansas State Director of
the Farmers Home Administration. Dr. Marshall, a member of the
Committee since 1979, is a pastor and professor at the Lutheran
Theological Seminary in Columbia, S§.C. and formerly served as
Director of the Office of Mission, Service and Development of
Luthern World Ministries.

Other new McPherson appointees are: Geroge Abbott, a resident
of NYC and founder and Chairman of'Ithaca Industries; Markham Ball,
member of the Washington law firm of Wald, Harkrader & Ross; Ted
Connolly, founder and President of Connolly Development Inc. of

Oaklénd, California; Roy Pfautch, President of Civic Service Inc.

- more - !
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a St. Louis based research, communications and public affairs firm:
Kenneth M. Smifh, fougder and President of International Management
& Development Group Ltd., a resident of Maryland.

The Advisory Committee on Voluntary Foreign Aid was established
in 1946 by President Truman. The Committee serves as a focél point -
for relations between éhe U.S. Government and U.S. private
voluntary organizations active in the fields of relief, rehabilita-
tion and development overseas. The Committee, composed of private
citizens, is appointed by the AID Administrator and serves without
compensatiop.

| The éommittee is renewed every two years by the AID

Administrator. Its members are appointed to staggered.six year

A

tefms. Thé-committee meets quarterly and reports to the Administrator.

-fhé bécember meeting of the Committee will address ways of
increasing further cooperation between U.S. corporations and private
voluntary agencies in development programs. A similar meeting in
early 1982 will foéus on U.S5. universities énd private foluntarg
orgéniéations collaboration in development.

" ‘Other committee members who continue to serve are: Marjorie
Craig Benton éf Evénston, Ill., Chairman of the Save the éhildren
Foundétiﬁn; William M. Dy%ll, Jr. of New York City, President of
AFS Ihfernatiénal/lnteréultdral Pfograms; Mr. Keiji Kaﬁakami Af
Honolulu, head:bf the apparel manufacturing firms of Iolani
Sportswear and Young Hawaii, ﬁfd.; Robert R. Nathan, Chairman of
Robert R. Nathan Associates, Inc., and John W. Sewell, President of
the Overseas Development Council, both of Washington, D.C.; Dr.

Carl E. Taylor, Chairman of the Department of International Héalth

of Johns Hopkins University; The Right Reverend John T. Walker,

Bishop of the Episcopal Diocese of Washington and Dean of the

——— - JE—

Washingon Cathedral; and Ms. Michaela L. wWalsh, President of

Women's World Banking, of New York City.
i N &
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DERARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D. C. 20823

ADVISORY COMMITTEE ON VOLUNTARY FOREIGN AlID

BIO SKETCH
TOYE BROWNM BYRD, PH.D

Dr. Byrd has a 20 year career of work with private and voluntary organizations
in American social services. She spent 10 years as program director with

the National Urban League. She alse spent several years in academia as a
researcher and teacher at Harvard, Boston University and the University of

- North Carolina at Chapel Hill.

She served as an administrator in the federal government from 1969 to 1971
in the Department of HEW and consulted on human development services rolicy
Planning and evaluation between 1972 and 1980G.

As a private consultant, Dr. Byrd planned research designs for many public
and private studies, developed issue papers on economic well-being for the
White House Conference on Families, conducted regulatory analyses of federal
day care programs, managed minority buginess development programs. She has
consulted with local and state govermments and private volicy firms such

ag American Enterprise Institute.

Dr. Byrd earmed her bachelor of science degree from Ohic State University
in the early 1960s, a masters in social work from Columbia University and
the Ph.D. in public policv research from Brandeis University in 1975,

In 1978 she was chosen among the Ougstanding Young Women in America and

in May of this year she married, Rev. Cameron Wells Byrd, a Presbyterian
Minister and current member of the Presbyterian Hunger Program of the United
Presbyterian Church in the U.S.A. and the Presbyterian Church in the U.S.

Prior to jeining AID, Dr. Byrd served at the White House as Executive
Assistant to a senicr policy advisor to President Reagan.
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INTERNATIONAL DEVELOPMENT
COOPERATION AGENCY

Agency For international Developiment
22 CFR Part 203 '

Registration of Agencies for Voluntary
Foralgn Ald

AGENCY: Agancy for International
Davelopment, IDCA.
ACTION: Proposed rule,

SUMMARY: The Agency for International
Development is amending this
regulation to clarify the purpose of
reglstration and emphasize that
applicants must be private and
voluntary in character.

DATE: Comments must be submitted on
or before January 7, 1982,

ADDRESS: Comments should be
submitted to: Robert S, McClusky,
Agency for International Development,
FVA/PVG/PLD, Room 227, SA-8,
Washington, D.C. 20523.

FOR FURTHER INFORMATION CONTACT.
Rabert S. McClusky, (703) 235-1844.
SUPPLEMENTARY INFORMATION;

1. Seclion 203.1 Purpose.

This restatement of the purposes of
registration establishes that registration
provides a mechanism [or identifying
which organizations are eligible for
A.1LD. resources intended for private and
voluntary organizations (PVOs), e.g.,
metching, institutional/development
support or operational program grants,
or the subventions of Pub. L. 480
commodities, excess property or ocean

. freight reimbursement. This section

arre et e =

recognizes that A.LD. always has had,
and continues to have, authority to
make grants to other nonprofit,
nongovernment organizations without
their being registered.

This section also takes note that "it is
not the purpose of registration to make
or enable to be made any representation
to the public concerning the meaning of
being registered.” This addition
emphasizes that registration serves
ALD. purposes and is not a consumer
protection process designed to respond
to the need for information on the part
of the contributing public.

2. Section 20632 Conditlons of
rogistration and documentation

requirements for U.8, private and
valuntary organizations.

One overall change in format has
been made which effects this entire.
section. The registration documentation
requirements have been combined with
the conditions of registration, i.e.,
documentation requirements now
immediately follow each condition. The
previous format separated the
conditions from the related
documentation requirements.

In the following discussion, each
condition will be discussed separately
with the exception of condition 3 in
which there was no substantive change.

Condition No. 1. This condition-has
bean modified to {nclude information
previously contained elsewhere in the
regulation as to the types of
organizations not eligible to apply for
ragistration. Additionally, the categories
of organizations ineligibla to apply have
been expanded to include churches or
organizations whose primary purpose is
to engage in religious activities. This
addition resolves a confusion flowing
from the phrase “other than religious,”
used elsewhere in the text, This phrase
has been open to the interpretatian that
a church could register provided it
conducted other than religious activities.

Condition 2 has been expanded from
the previous requirements that the
applicant simply be “nongovernmental,”
to require that an applicant be a
“private, nongovernmental organization
which receives funds from private, U5, -
sources * * *" with the stipulation that
w* « % atleast 20% of the funding
fexcluding in-kind contributions) for its
overseas program costs (excluding
inkind contributions) in the last audit
year are {rom private U.S, sources.”

“Funds from private, U.S. sources™ is
defined as ' * * * cash received from
private, nongovernmental, U.S.C
gources, e.g., support and revenue from
private individuals, groups, foundations
and/or corporations. In-kind
confributions are not included. Funds
received directly or indirectly from the
11.S. Govermmment (or state or logal
governments), the United Nations or any
olher public international crganization,
or forelgn governments or institutions
are not included.”

This addition recognizes A.LD.'s
decision that, in practical terms,
“private” refers mainly to the balance
between private and public financial
resources, and that a tightening up in the
application of the test of privateness is
desirable to reemphasize our interest in
mobilizing private sector resources, and
protecting the independence of FVOs.

*Overseas program costs” are defined
as the “* * * costs of all voluntary

»
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foreign aid operations of the
organization conducted outside the U.S,,
and includes that portion of applicable
indirect costs ingurred in the U.S. (such
as administrative costs, but excluding
fund-raising costs) necessary to carry
out those voluntary foreign aid
operations.”

‘We proposa that the 20% test be
implemented over & three year period.
Specifically, as a transition measure, a
PVO which, on the affective date of the
issuance of the approved Regulation 3,
“* « * g pogistered but which did not in
its last audited year ('base year') meat
the 20% test, shall have a period of three
years in which to come Into
compliance.” In the case of such an
organization, *if an independently
audited fimanclal statement for the third
year following tha base yaar does not
meet ha 20% test, the PVO's reglstration
would be terminated by A.LD. In
accordance with § 203.7{a)(2). Any
‘registered PVO grants’ in progress
would not be terminated snd could be
funded through their approved project
course, but new ones would not be
made.” ,

Condition 4 in a new condition
stipulating that an applicant be a
voluntary organization, i.e., one which
“* * * rageives voluntary contributions
of money, time or in-kind support from
the general public.” This condition has
been added to place explicit emphasis
on the voluntary nature of the
mobilization of private resoures.

Condition 5, formerly Condition 4, has
been modified with the substitution of
emphasis on whether an applicant is
"* * * or anticipates becoming, engaged
in voluntary charitable or development
assistance operations abroad * * *."
Formerly the phrase was " * * * has the
potential to be engaged * * *". The
change leaves the task of determining
the “potential” of an.organization to
execute a specific activity to the A.LD.
program process where potential can be
assessed in light of program criteria.

Additionally, this condition has been
expanded by the inclusion of the
examples of the types of services and
fields of activity envisaged by the
references to “voluntary charitable or
development assistance.” These
examples were formerly listed under
§ 203.2.

Condition 6, formerly Condition 5, has
been amended to elarify that the audits
of financial statements submitted by
applicants will be assessed in terms of
whether the accounts have been
maintained in accordance with the
generally accepted accounting principles
(GAAP), and to incorporate the
requirement for an annual budget as one
of the conditions. The endorsement of

GAAP places reliance on the accounting
princlples most broadly accepted in this
society. Reference to an annual budget
has heretofore been included only in
reference to documentation
requirements; inclusion if it in thia
conditon recognizes that an ennual
budget is an jndicator of sound financial
planning. The documentation
requirements have been modified
accordingly. .

In keaping with the requirements of
Condition 2 and the 20% test, the
Condition 8 documentation
requirementa-stipulate that the financial
statements dleclose the overseas
program costg separately.

A peragraph has been added
foliowing Condltion 8 clarifying that
registation s not a subatitute for the
ALD. pre-grant award process, This has
been done to avold any
misunderstanding that ragistration {s the
only A.LD, pre-grant award teat which
must be met by an organization which
has never received an A.LD, grant.

Condition 7, formerly Condition 8,no
longer stipulates that the members of the
governing body of an applicant must be
United States citizena. This reference to
natfonality has been dropped since it is
no longer relevant to whether an
applicant is considered a U.S. or foreign
organization.

Additionally, emphasis has been
placed on control by a body which is
“the highest authority of the
organization” rather than one which has
“effective policy and adminisirative
control.” This change is intended toboth
clarify the intent of the condition and
simplify its administration.

Finally, reference to a “compensation
statement for the top five headgquarlers’
positions and for overseas country
directors” has been included in the
condition. This recognizes that the
provision of such a statement has in fact
already been a condition of regisiration,
though heretofore only included as a
documentation requirement.

Condition 8, formerly Condition 7, has
been modified to place emphasis on the
three most critical elements related to
how an organization expends and
distributes its funds: (1} are the funds
raised and expended for the statad
purposes of the organization; (2] are the
costs of fund ratsing and administration
reasonable; and (3} are the financial
circumstances of the organization
disclosed to the public? This change
recognizes the inappropriatenesa of
A.LD.'s attempting to define and monilor
compliance with undefined yet
“accepted ethical standards” by relying
for guidance on standards developed by
private entities, no matter how
respected or broadly accepted.

Finally, a definition of “{otal cash”
has been added to this condition to
clerify the basis upon which A.LD, will
calculate the 20% test of fund raising
reasonableness which has been retained
ag part of the condition. The 20% teat of

- fund raising reasonableness stipulates
" that if fund raising coats exceed 20% of

the total cashk and in-kind contribution
to the organization, A.LD. shall consider
them unreasonable, unless the
organization demonstrates that such
costs are reasonable in light of the
nature of the organ{zatlon's operations.
In this context, “total cash” ie defined as
including ** * * 1.8, Government
financial eupport, as well as private
gupport; similarly, it is expected that
fund raiaing costs will include coats
{ncwred in raising government funds.”

- 8. Section 203.9, :

This proposed revision simplifies the
listing of documents required annually
to maintain raglstration, and allows 180
days for their filing, rather'than the 80
days period stipulated in the interim
regulations, These changes have been
made to simplify the process and to
recognize the fact that the longer time
period is more realistic given the lead
times PVQs experience in obtaining
completed audits.

4. Section 2034 Coertificates of
Registration.

Requirement for publication in the
Federal Register has been deleted as
being inappropriate to an action
(registration) which only serves A.LD.'s
internal purposgs.

5. Section 2038 Registration of
Foreign PVOs.

This section has been expanded by
the addition of the definition of the four
categories of foreign private and
voluntary organizations, and the
delegations of authority to offices within
ALD. for responsibility to register
foreign private and voluntary
organizations,

6. Section 203.10 Walver Authority.

This section has been changed to
permit delegation of the waiver
authority.

7. Executive Order 12281.

This proposed rule is not a major rule
and has been submitted to OMB in
accordance with Executive Order 12261,

8. Regulatory Flexibility Act.

The Agency has determined that this
propdsed rule will not have a significant
economic impact on a substantial
number of small entities, including small
business, small organizational units and
small governmental jurisdictions.

For the reasons set out in the
preamble, Part 203 of Chapter II of Title
22 of the Code of Federal Regulations is
proposed to be revised as follows.

2
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PART 203--REGISTRATION OF
AGENCIES FOR VOLUNTARY
FOREIGN AID

Bec.

2031 Purposa.

203.2 Conditions of registration and
documentation requirements for U.S,
private and voluntary organizations.

2033 Annual requirements,

2034 Certiflcates of registration.

203.6 Denial of registration and
recansideration.

2036 Regisiration of foreign private and
voluntary organizations.

203.7 ‘Termination of registration.

203.8 Dalegation of authority.

203.8 Access to records,

203.10 Walver authority.

Authority: Section 621 of the Foreign

Assiatance Act of 1961, as amended {22

U.5.C. 2a61).

§203.1 Purposa,

ALD. maintains, purauant to this part,
two registries of private and voluntary
organizations (PVOs) engaging in or
intending to engage in veluntary foreign
aid operations—one of U.S., the other of
foreign PVOs—for the following
purposes:

{(a) Subventions. {1) The Foreign
Assistance Act of 1961, as amended
{"FAA"} and the Agricultural Trade and
Development and Assistance Act of
1954, as amended (“Pub. L. 480"),
authorize certain forms of agsistance for
private and voluntary organizations
registered with A.LD. These forms,
referred to as “subventions,” are:

(i) The payment of transportation
charges on shipmente of contributions
for development, relief or rehabilitation,
under section 123{b) of the FAA, 22
U.5.C. 2151u;

(ii) The sale of services or
commodities, e.g.. excess property under
section 607(a) of the FAA, 22 U.5.C,
2357(a); and

(i1i) The furnishing of agricultural
commodities for development, relief and
other programs under section 202 of Pub.
L. 480, 7 U.S.C. 1722,

(2) Registration is required of Uruted
States private and voluntary
organizations for participation in
paragraphs (a){1)(i) and (ii) of this
section, and confers a preference as to
paragraphs (a)(1){iii) of this section.
Foreign registered PVOs may not
participate in paragraph (a)(1}(i) of this
gection, and may participate in
paragraph {a){1)(ii) of this section only if
no U.S. registered PVQ is available, For
paragraph [a)(1){iii) of this section the
preference is: First, a U.S. registered
PVO; second, if a U.S. registered PVO ig
not availabie, then a foreign registered
PVO; if neither of these is proacticable,
then a non-registered PVO.

(b) Aegisterad PVO grants. In
implementing the authorities in the FAA,
ALD, has establiehad the policy that
certaln types of granis shall be made
only to reglstered PVOs (reforred to ae
“registerad PVO grants"), Such grants
rely heavily on the capacities of the
grantee, and the registration process
helps identify some facts which have a
bearing on such capacities. Registered
PVO grants currently include matching
grants, institutional development grants,
and operational program grants, but
A1D. may radefine from time to {ime
those forms of grant assistance which
comprise registered PVO grants,
Registration le.not a requirement for
ALD. contracts and forms of grant
agsistance, other than registered PVO
grants.

{c) It s not the purpose of registration
to make or enable to be made any
representation to the public concerning
the meaning of being regiatered.

§203.2 Copditions of registration and
dacumentation requiremants for U.S.
private and veluntary organizations.

An applicant shall be registered with
ALD. as a U.8. PVO if A.LD. finds that
the applicant has satisfied all the
conditions and documentation
requirements of registration listed
below. An applicant seeking registration
shall submit to A.LD., Washington, D.C.
20523, the documentation listed below
accompanied by a letter stating the
reascns for seeking regisiration signed
by ita chief executive officer and
supported by a resolution of its
governing body. In addition, the
applicant shail submit such other
information as A.LD. may reasonably
require to determine if the applicant
should be registered,

{8) Condition and Documentation
Requirement No. 1.—(1) Condition. That
the applicant is a private
nongovernmenta) organization which is
organized under U.S. Jaw and maintains
its principal place of business in the
United States and is not a university,
college, accredited degree-granting
institution of education, organization
engaged exclusively in research or
scientific activities, church, or
orgamzdlion whose primary purpose 18
to engage in religious activities.

{2) Documentation Requirement.
Articles of incorporalion, bylaws, and
relevant documents establishing its legal
status.

(b) Condition and Documentation
Requirement, No. 2—(1) Condition. That
the applicant receives funds from
private U.S. sources, as defined in
paragraph (b}{1)(i) of this section, and
that at least 20 percent of the funds
{excluding in-kind contributions) for its

oversgas program costs {(excluding in-
kind contributions), in the last audited
year sre from private U.S, sources,

(1) “Funds from private U.S. sources”
refers to cash.received from private,
nongovernmental, U.S, sources, e.g.,
support and revenue from private
individuals, groups, foundations and/or
corporations. In-kind contributions are
not included. Funds received directly oy
indirectly from the U.S. Government or
state or local governments, the Unlted
Nationg or any other public i
international orgenization, or foreign
governments or institutions are not
included,

(ii) “Overspas program coste” are
defined as the costs of all voluntary
foraign aid operations of the
organization conducted outside the U.S,,
and includes that portion of applicable
indirect costs incurred in the U.S, {such
as administrative costs, but excluding
fund-raising costs) necessary to carry
out those voluntary foreign aid
operations.

(iii) In the event the current activities
of an applicant are solely domestic and
it anticipates hecoming engaged in
internationa] activities, this formula
would apply to income received for
domestic activities,

(iv) A PVOQ, which on (the effective
date of-this part} is registerad but which
did not in its last audited year (“bage
year”) meet the above 20 percent test,
shall have a period of three years in
which to come into compliance. If an
independently audited financial
statement for the third year following
the base year does not meet the 20
percent test, the PVO's registration
would be terminated by A.LD. in
accordance with § 203.7{a)(2). Any
“registered PVO grants” in progress
would not be terminated and could be
funded through their approved project
course, but new ones would not be
made,

{2) Documeniation Requirement,
Samewms § 203.3(a)(2), plus the audited
financisl statement (see Condition No. 6
at § 203.3({) of this part).

{c) Condition and Documentation
Requirement No. 3.--(1) Condition, That
the applicant is a nonprofit arganization
and hes a tax exemption under any one
of the following provisions of the
Internal Revenue Code: Section
501(c){3); as a social welfare
organization under section 501{c){4}
section 601{c)(5); or as a cooperative or
credit union under section 501(c){5).

2) Documentation Requirement. IRS
Statement of Tax Exemption, and a copy
aof IRS Form 990 or 980-PF “Return of
Organization Exempt from Income Tax,”
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or one comparable to the Internal
Revenue Service document.

(d} Condition and Documentation
Requirement No. 4.—(1} Condition. That
the applicant ia a voluntary
organization, i.2., receives voluntary
contributions of money, time or inkind
support from the general public.

{2) Documentation Requirement.

Latest annuel report (pr aimilar -

document) and auditéd financial
statement (see Condition No. 6 at
§ 203.3(1}).

(e) Condition ond Documentation
Reguirement No, §—(1) Condit{on. That
the applicant is, or anticlpates
becoming, engaged in voluntary
charitable or development assistance
operations abroad (other than religious),
including but not limitad to services of
relief, rehabilitation, disaster assistance,
detelopment assistance, welfare,
training, or program-support and
coordination for such services, in the
fields of health, education, population
planning, nutrition, agriculture, industry,
environment, ecology, refugee services,
emigration, resettlement, and
development of capacities in indigenous
PVOs and institutions to meet basic
human needs; and that such
organizations are congistent with its
articles of incorporation and related
documentation included in the
application, and with the purposes of
the Foreign Assistance Act and Pub, L.
4380.

(2) Documentation Requirement.
Latest annual report (or similar
document).

(f) Condition and Documentation
Requirement No. 6—(1) Condition. That
the spplicant accounts for its funds in
accordance with generally accepted
accounting principles {*GAAP"); hag
financial resources and demonstrated
management capability to enable it to
perform the services it proposes; and
exercises financial planning through the
preparation of an annual budget for the
year subsequent to that covered in the
annual audit,

(i) Further tests of the financial @
management aystems of a PVO are part
of the A.LD. pre-grant award process, In
judging the finencial management
systems of grant applicants the
requirsments set by the Office of
Management and Budget (OMB) Circular
A-110, “Uniform Administrativa
Requirements for Grants and
Agreements with Institutions of Higher
Education, Hospitals and other
Nonprofit Organizations,” Attachment F,
“Standerds for Financtal Management
Systems” will apply, and by reference,
OMBE Circular A~122 “Cost Principles for
Nonprofit Organizations” will also
apply. The determination as to whether

an applicant can conform to these
requirements {s made through a pre-
grant award review which Is the
responsibility of the grant officer with
informetion provided by the A.LD,
Inspector General,

(2) Documentation Reguirement, The
most racent audited financial statement
including Balance Sheet, Statament of
Support, Revenue and Expanditure and
Statement of Change in Financial
Position prepared in accordance with
gonerally accepted accounting principles
("GAAP") disclosing administrative,
program, and fund-ralsing coats; and
seperately disclosing overseas progr
costs. The audit shall be conducted by
an independent Certifled Public
Accountent in accordence with the
generally accepted auditing standards
(“GAAS") of the “Statement on Auditing
Stendards" of the American Ingtituta of
Certified Public Accountants, A budget
for the year subseguent to that covared
in the year reported in a format
consistent with the audit, including the
detailing of anticipatad amounts and
sources of support and revenue.

(i) New organizations which have
been incorporated less than a year must
provide an independent CPA’s.
atatement that financial statements can
be prepared in accordance with GAAP,
along with an unaudited financial
statement covering the perlod between
incorporation and application for
registration. The CPA's statement for
new organizations will elao indicate
whether the organization has installed
internal controls to enable the execution
of an audit in accordance with the
applicable auditing standards at the end
of the first year of operations.

(g) Condition and Documentation
Requirement No, 7.—(1) Condition, That
the applicant is controlled by an active
and responsible governing body which
holds regular meetings, which is the
highest suthority of the organization;
whose members serve without
compensation for such services; and in
which paid officera or staff members do
not constitute & majority in any
decision; and that the applicant disclose
the compensation of the top five
headquarters’ positions and overseas
country directors,

(2) Doecumentation Requirement. A
statement indicating that membaers of
the govarning body receive no
compensation for their services on that
body; the names and addresses of
members; minutes of meetings or
excerpts from minutes which the
applicant considers significant or helpful
to the registration process; salaries and
allowances of the top five principal
headquarters’ positions determined by
salary level; and a list of the salary

levels and allowances of country
director positions. When provided
directly by the applicant, salaries and/
or allowances may be valued at actual
cost; when provided by the recipient
country or local inatititions, they may
be valugd at fair market value,

(h) Condition and Documentation
Requirement No, 8—(1) Condition. That
the applicant expends and distributes its
funds end resources in accordance with
the stated purposes of the organlzation,
without unreasonable cost for
promotion, publicity, fund raising and
administration, at home or abroad, and
provides public discloaure of its
financial circumstances,

(i) In determining whether an
applicant obtains, expends, and
distributes its funds without
unreasonable cost for promotion,
publicity, fund raising, and -
administration, A.LD. shall consider
fund raising costs as presumptively
unreasonable if they exceed 20 percent
of the total cash and in-kind
contributions to the organization (as
reflected in the andited financial
statement).

(if} An applicant for registration or a
registered agency whose fund raising
costs exceed the 20 percent limitation
muat demonstrate that euch costs are
unreasonable in light of the nature of the
organization's operations. Upon such a
showing, ALD. may permit exceptions
to the 20 percent limitation on a case-by-
case basie, ]

(iii) “Contributions" ag.used in this
section, {nclude U.S. Government
financial support, both cash and in-kind,
as well as privata gsupport; aimilarly, it is
expected that fund raising costs will
include costs incucred in securing
government contributiona,

{2) Documentation Requirement. A
certification that audited financial
statements are available to the public
upon reguest, Any other documentation
or evidence which the applicant wishes
to submit addressing the degree to
which annual program spending has
been consistent with the stated purposes
of the organization and annual expenses
reasonable in amount.

£203.3 Annual requireiments.

In order to maintain its registration,
each ragistered PVO shall submit
annually, within 160 days after the close
of the fiscal year, the following
documents: an independently audited
financtal slatement, & report of income
and expenditures (A.LD), Form 1550-2),
an anmua] report (or similar document},
a copy of IRS Form 980 or 380-PF, a
budget for the new fiscal year and a
statement that all other circumstances
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dascribed in the original registration
material remain unchanged except as
noted, A.LD. may revise the above Jist of
documents from time to time, In
addltion, each reglstrant shall submit
such other information as A.LD. may
reasonably requlre to detarmine that the
organization continues to meat tha
conditions of registration.

§ 203.4 Certticates of reglstration.

Certificates of Registration will be
issued by A.LD. to applicants which
A.LD. finds satisfy the conditions and
documentation requirements for
registration set forth in § 203.2.

§203.6 Denlal of reglatration and
reconsideration,

(a) Notification of deniaf of
regigiration, If A.LD. decides to deny an
applicant reglstration, the applicant wiil
be informed in writing of the denial with
a specific statement of those conditions
and documentation requirements of
registration in § 203.3 that the applicant
has fajled to satisky.

(b) Reconsideration. An applicant
may, within 30 days after receipt of a
notification of denial or registration,
request that A.LD. reconsider its
application for registration and may
submit additional information to A.LD.
bearing on its suitability for registration.
An applicant requesting recongideration
will be informed in writing of A.LD.'s
decision upon reconsideration. In
addition, A.LD, may, at its own
discretion, reconsider a denial of
registration at any time.

{c) An applicant may resubmit an
application for registration in
accordence with § 203.2 at any time.

§203.8 Registration of foreign private and
voluntary orgenizations.

{a) Far the purpose of this part, foreign
PVOs shall consist of the following:

(1) An “indigenous” PVO is a non-U.S.
PVO which conducts operations in the
country under the laws of which it is
organized.

(2) A “regional” PVO is a non-U.5.
PVO that is organized under the laws of
a country in an A.LD. geographic region,
and conducts operations in more than
orne.country in that region but not in
more than one such region,

{3) A “third country™ PVO is a non-
U.S5. PYO which is not organived under
the laws of any country in the AID.
geographic region or regions In which it
conducts its operations.

(4) An “internatienal” PVO is an
organization which is not registered as a
U.S. PVO, receives funds from two or
more countries, has an international
governing bedy, and conducts

i,

operations [n one or mare A.LD,
gaographic reglons,

(b) Foreign PVOs shall bo registared
in acoordance with guidance for
eligibility of non-U.8. private and
voluntary otganizations'for participation
in ALD.-supported programs approved
by the Deputy Adminigtrator of A.1LD.,
March 15, 1976 and A.LD, handbooks,

. policies, regulations {published or

otherwisej and procedures as they may
ba amended, supplemented or suppaorted
from time fo time,

$203.7 Termination of registration,

(al) Registration shall ramaln in force
untl:

{1) Relinquished voluntarily by the
reglstrant upon written notlce to A.LD,;

or

{2) Term{nated by A.LD, for failura of
the reglatrant to'fulflll and maintain the
conditiona of registration.

(b) Termination proceedings pursuant
to § 203.7(a)(2) above ehall include prior
written notice to the registrant of the
grounds far the proposed termination
and opportunity for the registrant to file
a wrilten statement as to why iis .
registration should not be terminated.

§203.8 Delegation of authority.

(a) The authority to register and to
terminate registrations is delegated to:

{1) The Assistant Administrator for
Poed for Peace and Voluntary .
Assistance, or his/her designee for U.S.,
international, and third country PVOs.

{2) The Regional Assistant
Administrater, or their designees, for
regional PVOs within their respective
regions; and

{3) The principai A.LD. officer, or, if
there is none, the United States  ~
Ambassador, or their designees, for
indigenous PVOs,

(b) Notices of registration and
terminations of registration issued by
the officials in paragraphs (a){2) and
(b)(3) of this section will be forwarded
to the Bureau for Food for Peace and
Voluntary Assistance within 30 days for
inclusion in the registry.

§203.9 Accoss to records.

All records, reports, and other
documents which are made available to
ALD. pursuant to thia part shall ba
made available for public inspection
and copying pursuant to and under the
procedures established by the phblic
information regulation (22 CFR Part 212)
of the Agency for International
Development.

§203.10 Walver authority.

The Administrator of the Agency for
International Development or hisfher
designee may waive, withdraw, or

armend from time to time, any or all of
the provisions of the regulations in thia
part,’ '

Dated: Dacembar 3, 1881,
Julla Chang Bloch,

Assistant Administrator for Food for Peace
and Voluntary Assistence,

[FR Doc- 81-38138 Filed 12-7-51: .48 am]
BILLING CODE 8718-01-M
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