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I. Introduction.

As a general principle, in designing and negotiating assistance
activities, A.I.D. policy seeks the largest possible financial
participation from an assistance recipient, United States or
foreign. .!/

Appropriate financial participation by assistance recipients is
desirable because it can:

help ensure their active involvement in and commitment
to program/project activities at about planned levels or
better;

limit A.I.D. financing for programs/projects to'
amounts which the recipients cannot obtain on their own or
which is otherwise unavailable for such activities;

help mobilize additional financial resources for
programs/projects;

enhance the likelihood that recipients will continue
project activities or otherwise work towards program goals
after A.I.D. support ends, thereby contributing to an
institutionalization and sustainment of program goals; and

increase the coverage and effectiveness of A.I.D.'s
limited overall bUdget resources •

.!/ "Financial participation" as used in this policy includes
in-kind contributions, in accordance with OMB Circular
A-lID definition and requirements regarding valuation.
See Handbook 13, Chapter 1, paragraph lK.
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II. policy on Program Financing Arrangements with Independent
Organizations

a) Basis for A.I.D. Assistance

A.I.D. provides assistance to independent organizations for two
principal reasons:

to support or intensify the activities of independent
organizations which contribute to the achievement of
Foreign Assistance Act objectives; or

to develop the independent capacity, integrity, and
quality of the recipient as an entity whose function is
for the economic or social betterment of developing
countries.

In general, these purposes are fully compatible with and are
generally enhanced by the appropriate financial participation
of a recipient independent organization in financing assistance
activities.

b) A.I.D. policy

A.I.D. policy is that assistance activities should be designed
and agreements negotiated to incorporate the largest reasonable
and possible financial participation of the recipient in
financing a project, except where this is determined not to be
appropriate in the jUdgment of the A.I.D. official authorizing
the assistance activity. l/

A fixed amount or percentage of financial participation for all
assistance recipients is not appropriate given the diverse
circumstances and conditions which may define a relationship
between A.I.D. and an assistance recipient. Nonetheless, for
Agency policy objectives, a useful approach is to use 25
percent financial participation as a reference point in
approaching the design and negotiation of an assistance
activity with an independent organization. 1/

l/ In these instances, the action memorandum signed by the
Agency officer authorizing the assistance activity should
describe the factors considered in reaching the jUdgment.

1/ The 25 percent rate in fact reflects existing policy
regarding minimum grantee contributions for CRSPs, for
some PVO programs, and generally is consistent with
A.I.D.'S experience with grants and cooperative agreements.
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Where reasonable and possible, larger participation rates
should be sought: where necessary, lower rates may be
justified. A financial participation less than 25 percent may
be both significant, in terms of the entity's financial
resources, and appropriate, in terms of A.I.D.'s objectives in
joining with the entity in the assistance activity. i/

III. Some Examples Where Financial contributions are not
Appropriate

A.I.D. programs encounter conditions and circumstances in which
the financial participation of an independent organization of
less than 25%, or no financial participation, may satisfy
A.I.D. policy on other grounds. Among the most common of these
are:

entities/institutions acting as intermediaries for
A.I.D. in implementing programs and activities where
A.I.D. chooses to have such organizational relationships
for administrative or political reasons (e.g., the UNHCR
in Cyprus; PVOs in the West Bank/Gaza);

entities/institutions established under A.I.D.
programs as unique resources to provide long-term capacity
to support programs and which have no substantial
independent source of income (ex., JHPIEGO);

entities/institutions which have developed or could
develop specific programs in response to FAA objectives or
A.I.D. requirements but without substantial independent
income to support such programs (ex., HBCDs: The
Pathfinder Fund);

new or small nonprofit institutions without
significant independent or external sources of funds (ex.,
NAFEO);

institutions working on activities and towards
objectives of special importance to A.I.D. (ex., Scripps
Institute and malaria vaccine development);

i/ Per Handbook 3, Chapter 4B5e(5) (a), at pp 4-6, for
Operational Program Grants, a 25% financial contribution
from non-A.T.D. sources to an OPG project is not simply a
reference point but a requirement which must be obtained
or waived.
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institutions established in support of specific
provisions of the FAA or other legislation which at their
outset and for an undetermined period of time have no
independent source of income (ex., ATI);

international institutions to which A.I.D. chooses to
provide general program/organizational support;

contributions A.I.D. chooses to make to international
organizations or multilateral funds;

The above examples are not presented as an exhaustive list. A
final determination regarding whether there will be a financial
contribution by an assistance recipient, and the amount, is
sUbject to the sole discretion of the officer authorizing the
activity. This consideration constitutes only one of many in
determining whether to authorize assistance to an independent
organization. The action memorandum signed by the Agency
officer authorizing the assistance activity should describe the
particular circumstances, conditions or considerations that
caused the officer to conclude that a financial contribution
would not be required from an independent organization under
consideration as an assistance recipient.

IV. Application of policy

This policy applies to all assistance provided by the Agency to
nongovernmental organizations, in loan, grant or cooperative
agreements. This guidance is consistent with but does not
supersede existing guidance for OPGs (Operational Program
Grants) contained in Han~book 3, Chapter 4BSe{S). This policy
statement does not apply to assistance to foreign governments,
which is subject to the requirements of Section 110 of the
Foreign Assistance Act of 1961, as amended (cf., Handbook 3,
Section A, Appendix 2G).
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A.J.D. Policy Papers and Policy Determinations

.le following reports have been issued in a series. These documents with
an identification code (e.g. PN-AAM-323) may be ordered in microfiche or
paper copy. Please direct inquiries regarding orders to:

A.J.D. Document and Information
Handling Facility
7222 47th Street

Suite 100
Chevy Chase, MD 20815

Title-Policy Paper

DOqlestic Water and Sanitation
Food and Agricultural Development
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Health Assistance
Institutional Development
Co-Financing
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Energy
Urban Development Policy
Shelter
Private Enterprise Development (Revised)
International Disaster Assistance
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Trade· Development
Health Assistance (Revised)

Title-Policy Determination

PO #l-Narcotics
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PO #3-Voluntary Sterilization
PO #4-Title XII
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Currency Generations
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Aspects of Development Assistance
PO #7-Forestry Policy and Programs
PO #8-Participant Training
PO #9-Loan Terms Under PL 480 Title I
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for Emergency or Refugee Relief
PO #12-Human Rights
PO #13-Land Tenure
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