
Insighs InL_PosL hfectiveness from One -PrivateVoluntary
Organ itatoi_ 's Perse-"ti ve_. 

'homas W. Dihter * 
'IeAnoserve , Inc, 

Presented to the Advisory (onrmitt ee on Voluntary Foreign Aid. 
har'ch 29, 1988 

This paper is not for attribution or quotation. 

* Major ((Irtrialtions to this paper have been made by Margaret Bowinan, 
Jorge S-atie, and Reilinrg all of whom areStev'-'rLondner, Peter staff 
membe s' of "e]( hnoerve . 



I. lntroduction. 

Th i s Ixipr • 
()f'ers an riside v iOw of' the issu,s surrounding cost

ef t i \I ri - ,' I Y'\0,s, pr rinmari' IY from the [x-rspe(-Ct I(e of one organi zation 
- oe 'hrI"( ).5;f v( 

,In th,, SI?' inFl_ (Xf 19871, f' hr1( isri x , mir)li ,,'i soAbsta rlt 1a] r'e(sotir'ces to a 
long tf*-rn iIntf,'ror l exor'is,---t li- :il r:i~ ,'h wis t.o come to grips with 
.Amil( irittvr'n;rl qii-i l i )ris oi,(ut If)' , ii:i I ,o.t -er s. of the.'ffecti 
')r'IfI.I l io )I I .-; l.( )I'k. r)ot () , or:O thoit gorie this -Il o se t ' 'k ha-; int o effort. 

an.r i ' t'l hit' - v Iit) fmlr . i'( ipl li, - ,-l, "ir', in it p )sli(ion tc 
cripl,,, i t - , f jl(-t F t it .\(-\'i 50rv ''(Hui itt eu'( 't' ('h meet Ing. Stark 

I 1 1 I iti : i:1, 02 hi "oid I -lps I It;i . i ' i \f'Iif'55 
-V r ) '\ ' ['Ii6 - r ': t IT ' a III;i[ sr ie of tfhu- (corlcret - 1) 

I I tm-i r'i,, Titf , 2t:rL ':t 'i.I f i -, , Ti t.t't I l.t !In I ud e(r'nti5Y 

-\t tIh t s;Uit I lIf( ii, )r( rn)Lr;I4 i{ 1im 1),,', tx l:'t ivr is niot -ro ghl - , riot 


T'h iiro'ol-ti ~I'I 'Hfipt I IIiflif I r I ti' j,.ip ,r t o .'x t r lx) rite ni Few more
 
h r()I(d Iv : l% ii 1) iri) rjW i re(F(- tIibt, ons wh i('h Lbe use
i if! 0 Pr. I x )s 1 t I T ii ni~y of to 
.othe,.'s ir~d !(, tih thiork cif" the, A.-.' r' 'kwii i t t ee 

11. Con exts at x iveits 

'Te (on)txt of t hr (If 0 eli iif rilt ra.i-w as a hol.e: Start i ng wi th the 
iargt )'s ,n,:<t h, ti 'iii d a i is cf h -entire d-ve Iotner t indust.ry - we
 

sh('a I I kr 01) iin a d that iba t. we a'i' a I~ try. i g, to do has never x~en done
 
bl'()fr 1 histor'y. A d:l i er-to atLe.m1Dt to f(oster and inst i).te economic
 
arid so"ii r ' X1'iint fl5 ou Id '' e- ul ruod(i ri i za t- ion ") one
I (i f 1 I 1e sao t d by 

pa.rt of' t hi' tn)r, ! I )1n hat I C of uriot tro I r't of' the world , 's a late 20th
 

i.n-tl'\ ph, rirnii,-ori . tt I . It1,s111 uch . k i Ill of" endeavor'- thut we have
 
;is't no h'oard rior-l--; d' .r kirid, n:ufi les; norms- O.hi (.h lend thes-;elves to
 
(1t0ial t o, i",lwn iI %i-t lr-rfss'i n Iea:,e atIi iist c'osts.
 

l,< vf,1 r" 1 , i,("rif -;- - I rig I y -, "at-(c,, III,n iss nvo I vtd in deve lo ient.
 
aIss i s t owCf- i ( It ' I ;ITif- doir( iM- 0' I)vi ri tiwa-rds such norms rind
 
s t :,nia rds . This I ie i t h!be . A receiit example coAmes from USAID, i-hich
 

ii Isanibr, I7, ral it._' i s:-; iors; in Af'rica regardirig ,mall scale
 
('rite rpu se r l i pr'o.) 't .. cab e s-tat.ed:
 cred i 'I'h, 

"A review o I' on9o i r, aTd coi )1et ed A. I . [). projects fi n small 
Ia e r'tt LIerpr ise , rof, uI I i id i cates that, most. never become 

f'-- lsusta i rig, ce-'e ii the i r' pure credit, functions. Even 
,if )r ii'O r t .,s project,. cover costs itslarI-I Y' ariy total.ly the of 

non- t'I ritri o2i ai I cOi prrierr ts 

Becaus, of'"this s'iti itijor, t hf cain Io st s o ,i "draft, perf'oirmn.ce standards"
 
f'or' th'.-;r kincl.Is ' pr',wt s, arid asks the muisso s for review ar)d comment.
 
Many of' t1|, s.~riniidr(- (r11,anrttt~i vr' on-s. It is signif'icant. that such
 
.st;r.rr'innr-i snin ' "li"n 'Ik it t' ( r-fr] it proje'.cts. It is to he expected that
 
Jan o jo,- .I- .i.i dea ,ii (rt] iit iislnrss- r'elted pomponents (such as money)
 
oil11 the as~kr to eridt he-nolxe: t,) q(uIait i fation. It. is also significant
 

http:perf'oirmn.ce
http:total.ly
http:s-tat.ed
http:indust.ry


t~AN suta irahi 1 it Y his en!ereid th'e pillrn iiPe ~elieve that it is,<u'rre*,t ly, t fi, y drriving fo o, thlirid t he ent ire concern about 
dt",elr)q)u 'rM) I '(' t M MI'r.. 

ar- 'is , IItIl I;ii ;d L igt -fi I lnro) -i ta dalrt t elh n 'yrL rndJ s fo r stA', are 
ill a the p)r-ess of developing those, in srx-i.i i c s-,tors, islae.x.,iii!, 

,r |' The Ha I(1 -- i li tw . tit ('"II , hat l I1 1 etv- ()t -jay we rivty -. l I have
 
el II- t ''- ( 1 ri-ttiw- and S tsiriarl is t o itie-istiie (nn- work against, we are far
 

tm'tl tLit im . l.fo a I I we krill, it it.' hei x+ss ible that, a 20 % "success" 
rate 'o" fI, r I()f,xiifrt lrl(.)tet S lt)-ol-I i will to bed- fi ('IoIle seen as highly 
I'Sj('' t )I xIl I[)tli e:,II o nrIr er, .l wildly I lu eO.tzsfl . Givern the 
ialriit ide or ,hJtt twe are Ii tri'rng to do -change sot:Jet.ies, institiutions, 

I IArl11ti ;-t 1 tilt i Ii: t ,I l ,Iole -Hill('I r'esuili ts- would riot be s-r'p r sirig . 

TI 1 t t x t ' III l I If *. .f:; ' ( tr'e )n Iy )z (a'I Ieo! IvI i ; [ 'A i ( I of'r 
[ft+.- l r ts eIt r q;',t i t if -a t ItfI , I i ( ( h -i(l - h' ve on I v 

r~'I 'en I Ix lL~tiI t1 thi] A t ,ytt the ol'ofa ing issue oif effect iveness, mxch 

A I ,S(Ili. ii ' I S ( Jtll l4ll l nP,,f( A( l t (q) to r IiA )h I+ (;as IwtI i'o unti 1
 
re,-lt y ,i l eil irniltel,, iSf what Ietracto rs might. 
 ra l the "Pilot.
 
l-i7)Jt4 t 1;i.lljit Teol f' iit -Ir' ,nt .i 
 an11'aiiong the youngest of the
 
jJ; r I ltl ,f) " i< til t II thf, ft:Ir'ly 70 .s there, were+nt)n rK)r'e thai.n 
 a 
1,iijtR I 1.l hi*h1l'l,I , r)i \'f11 t41f1mmf'lhrit (Irn anoth,-r of (Ii rXt. pr'ovision 

A)r t hiI in.'-, i ) . I lc our - sophist i eationi'tl'. Ii 5s , s . - 1\4,1 grew about, 
Wi'\fw change, was a ofA'15erng' ,l.IIil! IIt ri, M'ull Ilft ilfU I t ot)viotus that pexriod 

e-x pe<'f' llit-rit,' t i~ q .t] t Il o r-']fII() ',~ 

Th'IerfIll-f' Mol)'-;! (l)i' tI !rI!,K 'if 'I iR )s itl~rl l were "ipi ol " prograns . 

Tod a- , ilrnl r-Staril+da ly, ai fri the niuihit iousess of our tLsk , most 
r anian Ipi I(t pr'1gira.iis. It is, ltegit, Ir111ti tc1ask then "why bother with cost 

-o'lf +-'t j llfs cfa'-iuf.-s at B I " lii jtrrl tr'y, Itil o)(e a.sks about the 
, <t -ef'f'o<'t m\r+,,H.esf:ai-h. Wsl,' definitionotI" lear'l'h W is an investment in 
learning that is I,.f,'fi te,V W e.iieriumtml and faith (b.sed on past. 
e:×-,enri,' (- is ai.nttnLainedt hait resarili-a -.ilI lead t.o new products, 

1) 'OH I;e, atIrid evert jl y priof it . . (ught rnit the more comp Ilex goals of 
lke-,e Io nrlIt, at t.his stage- in history, be given the same benef'it of the 
dotlbt" In the id,:l orld, t he answer would ex yes, but. in the real world, 
tw.e do riot have that lu:.try. Becatuse of new pressures, because we are 
nron-lirol it, aid not incidentally, because of our new professionalism, we 
must, tacukle tO~ i.-ssue . 

PW)\' ohi, dle;t + ij h flow!tiveriess at all tanken ofat(st-C have one two stances 
in relviation W. it. a) Their efforts have been driven b,; futd-raising 
needs. Thus, we have seenl figures that. look good, or even too good to be 
true, usulal ly couched in: simple terms, such as "For each dollar you 
onnrilt iat,:- toi the xYz lund, the fruilowing number of (families, clinics, 
i nunizat i onis, birth control devices, f'oox packages, jobs ... ) are (helped, 
built, giveiln, distr-ibuteod, w'ieated...) ..\ recent anriual report of' a PVO 
5tatB., ur!.qu ivon!-'i ly t hat Whieprofit pr'od,ed (idot just. the gross income) 
by al (oiteipri.ses as;, ist <i by the nr',-anization was 3 times the total cost 
of t.he program. 

The r i.s riIt h i n i inhe-rent )ly orxofi ii t i us i n. suc'h data for fund-rai sing+ 
ptrrvi-fs5. - i I in r-ot irn I t a d( s". The ,-onern to be raised is whether 



-A

sucw'h data at,, ('3r*pfutl ly derived and represent the true nature of t he 
dfoI.el optileni t iorldoTi''()" 

U)IThfe -'oi, - ;l 1t w.'h(' has hoon pr'evarlent in P\() ef'forty tK pr'sent. 
cosr t-eff e \( has Been a detf ensi ve one. r1l;,.v of us haV uncoret init ,.( likt, 

mi'r1, \ (l i, .O'Witr ny in ri sv t v-oar's ;ind a r'efrt impetus
]is t", (auu 

Tiw 'fN Mnshii'o-ot- 'I I ni(i-lr.(rl t i\'flussj- the nod tIt) pr)ve a -)irnt to ani 
(oft . frl , i -t ilti iti'\'. 

.''ith ,r' th.-o. t:asoe iS ;it a op r'ia'i, ,',ginning po-int for an attempt 
to d'i"l . ' - ', !ht li e mm sir'eflitI 'tit of ('()st-ef'ft'e t iven ss. 

'l' ' ,"[t l.. (I ttilho;il l'\(: Withiri MV&'-s as a group, ther-e is greato 

fivt'ri. AI otif'lit k\i of (&,e\vol,uieitso't ors ar worked (on by
 
Ii ' ,i i , 5,.5 k.u in - 'iaz, ,'1I'S, h P\(' m'y ,ie'a
f 


di Fer i p I us'- oi 'Tn'ront Ik indkIS of s-taf'f'; s ortie nMaV otiiploy 
\O itr .,-, -, ' o t ~ll, s ' ,xtp[i1,ito somre ioialA stafI, nat staff' 
Ot '. . , i i IA,. 'Irnl It ' th1'r t di ff.reii\(', Ti ii~if i (I I'rlces iti 

tq4 J" 'P0 Miit ass;f'ssirug the oV'r'a I ot-''etioi of' ilie 

liii- nio 
(l el. a .i , s I impni.,r tant ;l this po intt that NV( 

Git loh.'r- ;irsl Isis are indi1.st r' iiotrilis it) 
.-wi shing to 

X n\''tF'h4I<- i - i t tY' liter'atur:io r 'ini talk(e .ineral n(m the issue 
II, a y~iir~1sal. \o ~iist -i'et- ivns te or- for-mla is ikel
 

t( al ' ) Ir: j)t:i toI yn siri( f'\(). a , the
'al ,,p" thi l As result [x-,st 
r-juiii' t it- I ('list ffl- i lot twh 'Pxrn'i.s- to tht, sycxN if'ics of each 
or n I .; 1i,"n. Witl I it may sml o(olrtoi-inriti t ivP, at this xint. in our 
eval.lit I I t, i. -K p'ijle Mii 'iO i I it is the ('ustom-tailored route. 

esis .f.,T' t I I I t10''ome ar-t later in t.hisI thi ' papevr-. 

T o)it -,: .1' t fht, gzrir:i t, tIr'e on (' .- ef-r'f't t.i'eonil s " 'Ilhe e is a 
vubstntri i : t xV of I ittator', on the subjo .tof eost-effecti\eness 
moasurrmnr . 'lhint irn its It"is a s ign that there is no single way to 
aptr(ui h i t and t hat thir, is detait within the profession of those who 
study arid te'orinh i . 

I'he'ontet I (I the fc'-p We need firmlly to keep in mind thatmofi worl d 
ePvn on the, "rit r'an" playing field of cost -effect i veness measurement 
(the for'-pr Fit (or'por'ate world) there is evidence of doubt about how 
mea.ningf'ul the f'igures an '['h message in all this is (ost-ef'fectiveness 
neasuremeni i s not a spionce. 

Finally, we riat e hat (ion of the fir'st things Teihnoserve discovered in its 
attempt t.o Pr"hii tv its efforts(,nsur'F ofri was that cost-effectiveness 
measuurpmnLu is ni t high on Ihe' list of priorities of one of the major 
players in do'),v,,l, t - Lh.1o Wor'ld fank. The Fouki, having tried at 
different times in the past to denl w it.h the issue, has found that it is in 
ososmn 'e I , raut i Iith i ) rptis. 'lihis w,:as Ix th humbling and enlightening 

for is. 

I I I . Broad Principles t 

'[''hnoser',,, aronnd 1975, made early attempt s to quantify its impact. This 
was in, "afle.,a anOteApt at rst.-f'eo t iveness measurement. Being in the 

http:indi1.st
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enteri.iso d,,e l eont h)usiness and focusing only on that sector, and being 
then a vivy sn il I orvanizat i on with Pt r'aght r'war'd at'eount ing, it. seemed 
t.e w1,4, in1 o r'"It ivtI y easy iXt.wit lol to) ('timlti up With some num}nfr. 
io.'\er, I.'0 fta ll into o le (',oiiiiorl traps in spite of' these s il I 
advartag(t' *. 'L', moment, on'e t rI I.s- to mov( from t he abst r'ut t o the concrete 
('as' r'O!d ' 'l "I V tf ini II on ori ' intInminitIy.I ' t ha( feeri ) t I i nod in 
Stark Poir; ll' l.' ; tlin.s lk how to haidle ir mle<t(csts are only 
the t p ,,J t i'.x 'i. it, rma, Ir iel io t fIt :v (ard s t 1] I to (day) into
 
qn,.tt i, I ;-,,iit i'l t 1-,1,i il (' rr'ernw', ,'hanging rat.s of interest, not.
 
to merit tit' r I A' r" (soristrIencers, or IWing stymied
iti ht iss';tl" - i tond 

Ky nrt, rtkuliw h k,) to 
 ,o'(irit t he \'alue, it' w'or'k by oter', organ izatiori.; which
 
Ita'y ho\' p r't''t't t'ti i ) ;a pr'().p 't ,
 

(' " (-:it 1% lkl thi. :s.rta was stroriO ., dtr'iv'en bv a d( isi or to keep the 
,,t',')t mariageo:ile--to kq)tp it sl ed, '*ioli to) low +o-able. In short. 
or -,''I~'t,'i\t,:i.~~.itir erinmt nisit in it sob, ' i ii',, it, a ('st- ffect ive 

,t'. lo,)kd Fr'(a fundainental prinipi p, t,' wtide us. Whai arp we measuring?
lcaot. . ,,w wo(rked ;with tnt erlir sts we quir('kly (i i'iIt'd, that. we had 

st afilrt ri I i Ikebui It -I ni I fI' TIt, rI Inorof obs c-reated , wages pai d, I)r'ofi ts, 
a invi i ).hly t nitdd up in ihat we niight tall thi' Initernal-iptturn frame 
,,I n dini. } ' , ttt. , , h rilerprises the cornr'iomri stnsf' logic - that, 
w.haIt ' )'; l ]-a use w- I.rtti . I f'(.- us to u( as w ] I - eemed 

\ r!rt ii ':ki 0:1-rm tlt ('"A -ef e(t iveness we did not look
 
?rnid tht- ,n trp'pri Fe . 'Ii s w a'IS ;i fill sta k, hut. a cori)n one . M.ny
 

nrg. 7at'i Wi*s. tday itxen totlink aixnjt t(st-f.pot iveriss measurement in a 
nior, (la' 1 esss.static injIt-out put fran-, ,f' mind; What does dollara spent. 

"l'he pr 1 ,ini i s that this approach ski ps over the very thing that rakes our 
ov(r'nll "indeavor so formida)le. We I-V(N) are n the business ulti.,nately 
()f' h1,1iri othr's isrtr-\',o rheir lives. Thus everything we, as a commiunity,
do is ar i nist rieumarit--a \ehircilo' 'change and not in end in itself'. To put 
it. mildly, this ('oiipli('Ot.s n-titer-s. 

;xs I\C s t o Udie on 
one might 'al Il t hem the, dir'eet and the indirect positions. They are 
hasi"al ly niat.te'r-n i Sme P'Os feel strongly that the trickle-down 

hr'e are t po-i t ioris I end the instrurwnnta I i ty issue, 

of' ,lith. 
theonvn is wr'ong - that. develoFprent projects must directly tackle poverty 
aid it..i ×-iat probliris. Therefor'e they ut and need to rreaureasx t-d a 
whle host of' b -no fit.s tha t are assumed to x associated wit.h poverty 
al leviat ion. 

Oth-m F'(N at'' "'r agngts.tic a[)out tric'klt down and niirt ope-n to the 
possihi ility that somei things - mostly at. the local level-will lead more 
indi',,' l y t pv'mr'ty A llo-'iation. 'lhse or'ganizations Lend to see cer'tain 
things as proxies for thF oven tual benefits we all wish to see. For 
e\xu;pl,. Fr'lhnos0rv' assumt irl st il hasically does) that inrreased 
incom, to poor p"Qplt is a goo proxy measure for a whole host of benefits 
(e.g. if' poo tle have tti't-, itl:'oiri tliey can "buy" better health, better 
hous i ri , 10 t Or 'diC'Ot ion and so cm) . Li kepwi so, other organ i zati ons who are 
in p,'ina~r' htealtt c'-r'e nss tht or leads toine it.t hPal th overall economic 



g r'ot h andIbio ijo''xert'n t " nat ic in nnti~u in dJevelopinrg Whsp a ro 

In reasOn Ie ass, imft 1ins , Wt Ihxy' are in the end, still matterstt-
of" f'a it 

miore , irui Cat 4i ri- 'i 1o'' do niot y' linow eriou ih ai[xnut where, a I I ouiir- woi 
IleadUs. 

In any . ''''-r\', 10 to 12 yp'ar'5 ago, did riot loo{k yond the 

F!T itI 'I)r I !;t', Ni%5i-Aiint d I I ~w -1a siiffi'ieirit enid inr it self ( that IS WV toKA i t 
as i liroxy ) an I assonnt-Afoirt her t ha t if tIhe Priter'pri so' was healI t hy 
profi Iil) t wit ziys pr-it t y rrosic a I I P:- rieedit 1" know. 'Mhs is tMe most 
pla in SO-i cW inpuj t -ouit puit ioi:si-rr~~ cni t hat st ilIl ;ireva Is i n our 
industry. \ I,11'rrs i n, Y '.lIrin ts butmiIt; X dollars n, Y pro!fits irvide. 

nTrga ' i irdr 1-f,As our' 'Lm;iu I n It a xed ;i nuri I i dtid rnot ; idonl e i'-rpri ses as 

ou' ' , (q t hl -,'r, , , st re,+igt buri l our- ib l it y, in tb is regard.' 
t(- t h r'itiif'r 1it t th ,toti r ,I- aftt'r x ry'mi- ' is alI % 

air iri-it rluif -Ti I -I'- i ri- it Io a f oi* rro , Itf in I jf ais- ''ri t Icltli I i t ms;j l t hi' 
prIo p i I I A - -.-! -t! (-t ixti.-s liit 'asur'rI'ri t !-orio'foiin t.e rt i i d t o i'otw 

N4 i t 'ipr; I i I i in( re,' (,)n %.to t Pr': v h :' rii itiid r Ia - i r fu II ay to 

lIlj':' r l ,t ',,',r,- . t ' , (rd:r i l,'ril f t'-' i % ri'ess ) I 's - i a tter' o f
 

rni 'i1-, PaIrht '-larpi. Its rrpaq-ur-oilu in thlii prinserit. You hiave
 

-it ,dI tihtil ;1w' a-ve'ff I' M trFI
hi,.td l t f , ,' yt i ' rw y,ii < t . , ' 
,1I i tI I ',I- -.- ) I I t Ih I 1A ho j - rIne-'- -i a [T-It t r, if' t I rIN If' you are inr 

Priliri'in ' Il-l"dt I :nr , o kj 'Iuarit in 'l~- fio xei's terms aid'' tf' 
rlni ilt atI It ,"A-iIhat t is iiusis ;ui allotrd or Wroken~ down after 

one' \ ,'- ,'fn ,,I,',', i ti " 

Iat oui 

lot, ir 'oniil' peoplf,], .i-il arf t l'iPx~uit in it, ai' not naing more money. 
On th,. olt ,r ha'nd, it .; 1, siil that eu trto'rpr'i. whilh is not, 
prof'itn:II .st i th,, o'f'f'+ 't lnabllirt_ iric'ornie to 

frt 'l'e-s, r\, '-:-- kw' th.:~ :Lri eint orpris -a' bc profIitable while the 

! has P"of l ow f'arrers increase 
Outti'ion. iniportant, find whet-hertheir !r noo-t', w- fImd to) a ,ray to see the 

ls, 1n1-.t pr Igh.'I_ r tr f__beiffi t-s ove r t irn to(Ittr 1 n' 01-,K r'iT rt'It l in1111rP I a 

the -,'opl'io-.+t #tIbe r"':t'hid Q) tint eniterprise'. 

-~'utri iti.st jido;irpi< return'Onc-e w ai lL t lo(t ii, ti" a rie' outr "int.erlr 
thir. im' '1t to-n,' o ]k10k r),in ir 'his thef.1mh at l,,irnt t inis. was beginning 

+
of (ir ("nlIdtif hrr thLot u-h i I, we had t o be up to date on hP literature on 
cos t -P F",l''t i'v -nesP, we haitn ' free4 t o th ink about the matter taking our 
own p, Ir'iPIs -', -. t I l vII -s ;Luid i nIri -: :t rid i riri.s i n to account . 

We fo l itiar'nti, i 'rim t he t'ryoi jici iri t 0) tIhe, fi n'e at Lhat point. 
INs'alp~i- 0T I ro!I 'a toI aloth-'r st ream (of beinefi ts demanded the 
quest ion I-Mr i' l+'riefits'.' 'o whosn How etc.W ,o lWW, hWit and widespread? 

]rit"it i \ .Ii,vi +,--, that there' is trul Nui W ) no firm answer to any 
six '$ (101 'st ii Ti. It wil l alway's Ix,an - it depe-nds" answer. Nonetheless we 
frlt , r-f-i nr n '', what ('T'e'hr rve) know about thean tro ot ivei 'ri v-'e s 
C'ouritri,-, , -f, arid the of our organizatio n, a11 mrn, gixnen I'x,'us that 
reasninrl ~ W''~I1fr sI ri 'am Iui t~s frxomn enterprisen x a of'lni ernrinat inrg Lh 

Iuoldt I In v+':Irr, T[heI( p pi of,' (ru-stomL-t-) i lorir.ig Lhe
 

coust -tf' t v.' qrilt v-Ki'+"--iV x'ro's i' t-w shal'. 

.epjwijNext %,, .I Wi1 ,rvif ,La;i asked ours'lves w'hy we were making the 
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(fFor't ;Uld h(1. the data u()1ld ./c'ould be, used. This involved some
 
sorul - ,,a (.hing bcaus(e there tw:as riot uni ersaI agreoement alxut whether to
 
'iridr'tae 
isth kind o()i ,ftort mu'ih less atx)ut its uisefulr(ss. Still, there 

Vr,was ailri iririt ,I1,' 1 1 i t " II;,rioAget boItV(, ' , t.o be be't ter stewards of
 
the [ roilio,.-. to to learn from ()ur experJen-e, d Lo enable us
(,ftruste] is, 

t(, (,h,)()s(, ,.),I".,- ich . more
s o-i N .ustU iru)ble. 

J.\w( rul that we eo('uld ()ri rwl'r i igrI Ficant progress if we mrride this 
;i itrria lx1 ,',iiie sere'i.e init ially . For several r(easors. F rst we
 
f't It"r ( tIhe pot (,nt ia i
t [i PRt ( 'rorn the, cost-effectiveness, exerise
 
,. woutld 1, t'r,(' t et th( -'hip.s f';ill where they mr.r,. Second , we nece
 
t fully invo)lved( (ou," 'ield sttf'f arid f'elt, 
that they would be reluctant tCo
 
I , 'r'itIi.l ifIII th *s riot, I n dfsi f'()r"i riter ral consunipt Ion. Thi rd we
 
ki),.t'r ) (.:Ir'I If-," e. that w(i)ulii iril()I ve a pr(o ess of trial and
ff()rt this 
err? , j I he, ' I -t h I " flit, rnu) I tfI it woald ri i to frefin(l
 

.;r' I fli s
 

w ;;I It I 'us".(d ( 1 singe''; IIIiX t;ui-t anl()fig t hi'm .hit the results
 
Iould( a), to 5;i1 '('ant lv alt.(,r our st rategy ()ver th. long t.m. We
 

had to it t}(idt o)uts t that w )ouldli ve hv th, reSIlt.s.
 

"ira~ II N, i. rififrim f')r-ouirse(I.ves siga iT that th is kind of exer(ise, no
 
rlltt er hti. .opli i'at ed 
 is it f'its 

df, f' d :ts':Itr i ;ao oricepti)i ()of where it is the 


it get 1 useless un less within a 
t 'i organizat ion warts to 

() t it h 'r)((, 

S t ,,ft,'t' 5 ' j 1 


g , I ut a I - v'd( l)roaA l st rateg i framework, any
Ifj ir' r('rf i s(5w bex stunted , i f riot useless. In order to 

rmas r' th,, r' Iat ionrishil between imipait (txbne''it.s) and cost in an even 
neriot,,lyv mean i rg'to:Iw.y ( that is, taskirg nimy factors into account) an
 
()rga'r i:ition eed. I, haInn t.h( hr()utlest. (con(e)tion of its hopd- for long
 
rang(, iripa(t in mrind at the out set.
 

IV. The Prox-ess.
 

What follows is a narrative account of' Technosere's experience with our 
c2ost -e(tfecti veness exr( 5i('tO dIte, 

1 . coniintiup witha r,_riework 

Having decidei.d to "custorn ,tdke" a cost-effectiveness formula to 
Techniose ii''5 spxsi fits, we concl uded , because we had a large number of 
staff' with fairly long tenure in the organization, that by polling a sample 
of' our staff', i-e could distill our- own key criteria of cost effectiveness. 
,These would ther be mat.ched to see if there were any discrepancies with our 
long term strategic plans or our corporate mission statement. 

The result was a set, of working criteria which looked like this: 

A Cost. .ffect. i\'e pro,ject for ' 'lchnoserve is one t.hat: 

Can generate-enough income to be self-sustaining,
 
Wiill increase enterprise income,
 
Producifs jobs/wages for local workers
 
Increases equitable ownership for members, 
lnJrieases partlcipants' sense of control 
over their lives,
 



i creases arid s ustains productLi vi ty 

Impr)ves I irIkaIge with (0 he(r areas of' the economy, 

Ha s p)osit i \ e ef fee ts on nat i ona I 1)p i (Y, 

:and is cnsistert with Ie(chnoserve res(ources. 

('Wjr des i -e toc uist um-rwiht-' t hie formulI a t.o ()u otTi spe' if icat ions 

notwithstitdiraw,, t, st ill d(id riot want to re-inven t the wheel. A-s a result,
 

two staff mrnl xrs sr',rut :dxtit.t, ( [x'.ri)r month resear'hing cost,

effe't 'He.-. I i tivl ii"' a.tt pr'tand-pocesses used by other organizations.
 

Add it i ()r I t,;- .s5 it the Wor li IuRik o to discuss
i iv Ix t in er certain 

issues, part ' tarly the- use of the "social discourt. rate". (The social 

di scour I rat atitept s to express a sox, ie t y 's preference for present. 

reliur-1is ye r" tt' re urns , independent of itniflation. This measure is 

somew'halt l- i tria i costs of' capital. )t, (t)pxr-t.tirnity 

A:- a r,. l ,f"t hi. ri 're'h arid '.onsultat ion) i)r 'ess , we- decid(ed that. it. 

did at ×,' r- fS,' u)'' t do v'1 op a cost-e ltt I i veriess analog to the be.tterY 
kriow:rn "P it / it. i (and spec i fi w I I *y use scxial discount rate 

ea-C}h()If the (,'( triti . w(, work in) znid that this would be "mainstream" 

llnOuigh to .1itli %,';iid its. 

ir-t'u .t r'; a for 

l. HI externail 


Ttu l. (((it Ill-,e -i~'he ferm11jh[ Lo late: 

d, we t.hree firancial indicators relating tode('ietdt that would -;tart wiith 

en errprI i 'e ii ijd i\vi I : 

trie f i ts = Incrr asr. in if'arirn' i rmf, 
+ increase in enterprise income 

+ Increase" iri salaries arid wages paid by enterprise 

and that, Costs would he: 
= T echnoserve project and direct administrative 

costs (does not include Home Office overhead 

assigned to project) 
- (Minus) Fees paid by enterprises for Technoserve 

servi ces 

The ratio is the present value of benefits divided by the present value of 

costs. The benefits in local currency were converted to present day (1987
 

in this case) local currency using Consumer Price Indices for each country.
 

Benefits were then discounted by a country "social discount factor" to
 

bring them to a current discounted value. This figure was then converted 

to dollars using the exc!hange rate for that year. 

Costs were already in dollars. They were then discounted by the yearly
 

T-Bill rate to bring them into current value. Now, what about the difficult
 

area of benefits w<hich are essentially not quantifiable (see working 

criteria framework in 1), above.)? In effect, we decided we needed to try 

to quantify the- unquantifiable - recognizing the limits to this attempt. 

We thought that. using a system of weighted values and individual ratings, 

we could prrdtuce a multiplier factor which could be applied to the results 

of the financial benefits and costs analysis (above).
 

Through a proce7s.s lasting several weeks, anid again using a "polling method" 

w(, divid-d thev non quarntifiable benefits into three categories: social, 
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e'onom i u &.id poI icy benefi ts An example of' Social benefits would be 
Inrlea.ei :',ces to pub] ic services" or "greater part icilwit.ion for 

marg i na I i 7e groups'' ; (xaiip le of l'-onoillic e'efi ts wouldi- "increased 
mip lo'iiiort" or "impr"o\o backward / forward linkages"; and an example of 
Policy Mb'iefits would be "Improved national policy envirormnent for rural 

' ente:rrmis~e nw' i t it utonal policy impact". 

Then wi'ightii v; e Mfr thl relat ixe imjxirtance of each category and 
suilx'ti-'g (i.t,'.t ,ri, t thr'i ugh dis('ussions among sWaff . 

Ih int etr inn is ti t 'r I ]ttJl "hbso qili it i liable benefitsV 'non 
null ipl ior shet ." will i e 'i ii1t in independently by at least 3 staff 
mi 'ViKISin t hp fie'i lo hav' knowl edge of' and responsibility for a given 
pi'Jo t lilidi 'F t(h i 

"lh,, i!,a i ,f;it tIi,, ratefr wo u ld assign a value representirg the degree to 
o '[l,'Pl' 'h rr\' s i rite xe'nt i on had an impact. (pos itive or negative) on 

Lh givii t'tiL(qiIV. 

W.ihat s i mnIl i 'y' rig 5ssumpii.tiotis were ___ '. 

.As the e ert i i,t pi'ix'.t ded new (omplexit'"es, questions and pitfalls showed 
c'r rve '(.t someup. 'l'hn, its therefore to nake simplifying assumptions and 

S tatFe tho [ IJ) 'ront . Those wetire: 

* Assumed all costs and lenefits are paid/received on the last day of the 
yen r. 

:,uer 

la-st. avai lI.ble figure was carried iWto the future. ) Although incomes were 
likely to increase if they had been up until that point, many external 
circumstances could cause a downfall in projections. Therefore, a constant 

* iit i ' 'onsidered to be constart when projected into the future. (The 

pro.jection was assuned to be safe. 

t 'igures were carried out I 10 years into the future. In the case of past 

projects, projections were made 10 past. the end of 'I'echnoserve's 
intervention. Generally, in financial analysis, projections are made 10-20
 
years into the future depending on the project. Because we are working in
 
some politically and economically risky countries, 10 years was considered
 

conservative. In order to be consistent, all projects in all countries 
were evaluate_-d with the same standard. [Longer time frames can increase the 
amount of future benefits, and consequently increase the value of the
 

resulting ratio.
 

Only direct financial benefits to participants were considered in the 
calculations -- increased quantifiable benefits to non-participants and 
benefits to the surrounding community were not included. This was a very 
conservative assumption because we try to effect change in the entire
 
community, but it. is a more useful measure for managerial decision making.
 

* Social Discount Rates were decided upon for each country using 10% as an 

average within a range of 8% to 12%. (8% indicates a slow economy, 12% a 
f'ast economy). These cire the standards used by the World Bank. 

* ('cyclical changes in agricultural yields were not included. It was 
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assUmed that ait teri 'ould Lb, built in at a later date. 

._._La > cuir'rt .i Alni_ w, t h ho__ I or'rmu la. 

* F")r igr (\,ai: g is".les.r ('an Overshado, other diifferences in projects due 
to the fl that ,' t s are generally in dollars ardi ,enefits are in local 
cur' r ci' i . 

t 1is,, thp, \.lut, 1' >;alaries paid ske, the formula. If higher salaries 
are tIi ai ar a, this is ref lecte d as a benefit provided by thei a a'mrtai 
pry, 'Ih. ibi -; r t always a ppr)priatef- and should b- addressed. Therefore 
it is roi ('l :Lr" h,,' ;ippropriate it is to (compare project.s from vastly 

di t'efc '~ri c('1t1111 

lr a,riioti li , hr', 'mr 5,0\,.f;d .t,5 J't which report result.s in both 
local a'Ir'ar'tar citltar-. fmm this is us"f'ulI ] I)at, f') exercise more if 
available in No! a -rin'y -- iheI spa, the use of different conversion 
factors (to ,.{nnniw't ti) (1llars then t, (cnvr t lnx'k at possibly another 
rate) p'an r',.' l t in ine''ccu'.ta' 'ln iil( tjnmi. 

* 'Ihe ('Theco'ept ot c'a lll'it Ing "net" h'n'ifi'.s to the participan.s implies 

that .,, ret:'d 'arat,,a . int data. I nfort.tuliately, for some past projects 
lw'a.uri an i ' nipl.t :siom, years ago, h .. data wa s not collecLed. ',. rct 

lritit thrh to est. irat(et. flow car, these compareiy ei' hanve h results 
with culalat ors. using e'tual Hait?." Tle need for baseiine data also 
impli s , 'I mu.*m, in i& nimnagement in format, ion systems in some offices. 

* Use of such a formula 'ou1 ldiias us. towards projects involving those who 
dr R rt as i or., ; rin lhth. Assistarce is cheaper, for exanple if 
provid(ed in a r i tLy a-id part ci ipnlt.s are more likely to be better edxcated. 
Also, wages are like ly to be? higher and the chances of success of a project 
will be generally higher due to t.ter i nfrastructure. Therefore, measures 
have to bo- taken to remind f'ield staff that higher numbers in the 
qua.ntitat i\'e component of the- formula are not necessarily better and they 
wi1! be tempered bx lo-w',r mvirks in "reac hing marginalized groups, increased 
community sol idar'ity, ete.-' if projects do not reac-h Technoserve target 

clients in tart~ areas. 

5. issuesstll-:rsovl 

* How to account for interventions (subsidies or donations) by other 
organizat ions. Other international organizations have provided technical 
or financial assistance to TNS groups. This assistance was not counted in 
our formula although we know it. has an effect on the outcome of a project. 
If not, includeld in the calculation, it skews the results when compared with 
other project.s which did not, receive this assistance. 

* We need a me tli(i to estimriate the oplxrtunity cost of pro.ject 
part i ci pant '.s t imc to est imat (- the net income benefit of' our assistance. 
1hat was a ta;rl)ir's t. ime, worth bef'or'e 'l'echnoserve intervened? 

* Who should do tis analysis'.' If it is to te used in the management 
t''eal o'l prin i lls, t hi - f ield, shouldn't, Ih(e field staff do the analysis? 
lIo,eva'r', tht. pro -(ess is t.ime consuming and must be standardized to have 
Ime-arinig whon t'orni r'in g pric.je ts, so there may be benefits of the home 
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office do ing thP qua.t iabhi (.aIliuiat ions. A eo(mpromise might bo for the 
field to send in copies of the (tocuments us"J to calculate figures with a 
highly a;nnat ;ti .speailsheet wh ich ('Nli mThnm by thebE, ('hv For" Consisqtenc-y 

home ofMf'i'.
 

* Shulid w' requir e the same in forllat ion gathering and analysis of our less 
well develpopet field offics" 

* l chnosir've has a. least ten different. types of projects (agro-industrial 
marke',t ing, sax , c different theings & czridi tu.). How should spreadsheets
 
be') .ShouI he homit- offi,e desigr the spreadsheet templates?
 

* Is the. I,','1" t ir s aIl ;analysis up pro, xxe to do in depth enough? What 
if "Pd" 5 !,i' },. , nir. ital led 'er time? Hlow is this going to 

* li. (f l v-. ,.:jl .,. if,. r,,t iorn ' ''"soundness" nf the enterprise vs. the 
lpritotit tA-x' liroitahility Mten ditejin I prices ofin t, i market goods 
whiT :rc iu (if t , c'o it i o Ioh, ,nter'w s. and there'or-e not 
repi i;ih , IF tr , ,0,o risu t "f tis ;I nalys'is is going to tell us 
soe(thing :irii U ,i a d we somehowul ilit Kvi Vi.uI-projeL s, should account 
For ttsteK . ,. ii. a q :,] it , pir'(×ict xiv -r'ce ,>'t which does not hinge on 

S lh)l. shoolt! ''(11111t % r 1 , ) aco'ulte l For' If' not included, formula will 
cijk.t)iI i t )t'war', ,at- r Pro.ject-s. 

* What are alu ' t'ah le ran ges for the numbers that result from this process? 

R1 : -the ; \-QU(> .!I I . I Ait L . > ,l 1'1,E : 

* 1ot,, shou ld weights Ix. hdet~euiied for the Non-Quantifiable Benefits? We 
realize that the home office staff iray assign a different priority to some 
b nef i ~l han the field offie sLaf'f' would. Which is more correct? How 
can thess views ' '(mbined'' 

* Should the Notn-QumL.i fiable weighting factors be the same for all 
projects and all programs? Our African programs have distinct aims from 
to w, !I ii" , ,r,"ri -r n ,--,- -m, it, - el , l- ,I,.;- . .1 + 1 ". . . . . . - '. 



6. Implications for_ T'echoerve of' using the formula 

Pos i t i ye" 

4 1l-ru'trking upF )ni thi s exerv'i si indicates a willingness on the part of the 
organiztoi Wr. serus c'ritical look at our projects. Some of thetkde a 

,s ni thcomtJU', e t-t (I (It (king as good as vwas previously thought.. 

$ T ;h, '15.,. I a] lI o us tot leiarn mot' from rast projects and will 
d,,rt ify airai's s ,, re e ha\, b4m(" ex'cial ly effe'tixe. It will confirm 

,hut we al i''aiiy knol. iihout he suce'(ss of some of our projects and will Lest 
whal we think ga ir ist a r lative y ob.jective measure. 

Ne'gat il: 

* Thn ,i,(](rIbe (tirlibq used o I (if ('orlt.ext., Because our pr(cess 
was des ign' ' f1 t int rr i manaii~geunt u s", w-e have ma~de decis-i ors to ifl ide 
arid (-,C Ityi(itp (wr'~nin i rtm°tt ion from our f'ormula. Our figures are 
gene ly vv co(iatt ive, only ;rte'tling directily related benefits, and 

ic'] ring i)\. had )r'(, ra:u consts, Wthtier" oi'garizuitions can over 
es-t im tf, h' ,rlf'i t.. an t u ld,,r,t i i e'( n.;t s by inakisg other assumptions and 
c'm(' I t ith miuvh P, ght -' bi.f,.it,/c'oyt r:it ics. However, these results might 
rut 1M. an. IWI-fl'! V-r Ilianigr'ial deiioni ikaing. 

* Fa"'rI -"r' I va s to h ave its5 ow'n range of acceptable C/E numbers. 
The'refore, a (,'onts i rrt Ii'h umil r' of pr ojects must. be evaluated to determine 
thosi-' 'ligt. hXi()ir, hi irid resilt will have any meaning. This process 
requir's i rvetrnIits of t IMP arid nitatI)erv - t;h1tei hrI I limit the extent to 
rAi -b oWtwitei' o rgar i 'alI ioinas (art underg the process. 

riot arr,r',j't. effort made* Since :,I] tr alike, sj:ecial must be in 
designirg th, catst -eot''i xene.ss 1 spreadsheet templates)(mideincluding 
most sunitable to each jxtrticular case. This ill require considerable time 
in\.vpshilim,- t sItw-pi tgenble prograuirial.is staff to produce a tool that. wil.l 
be useful at the di f'tt ,n t st-ages of the development of a project.. 

7. _ t'I ( i ;rv u _r i1'_e rit marviemiet Ie ve s to the process 

PerspeN't.ive fr-t the home-office management: 

Posi t.ive: 

* The resulting spreadsheets ir'e very useful summaries of our projects to 

have in the home office. Until now, such financial information has not 
been collected in one place. 

* The hormt, office already thinks in terms of streams of costs and benefits. 
The -ries'll get the field offices thinking in the same terms. The 
field office will also see how expenditures in US dollars for equipment and 
exlpatriate staff can upset the resulting ratios. These issues need to 
become mor'et a co. ceitr of the field offices, 

* 'l'ehnoserxe has a lo g tr-iii in spect ive on p'ojects. This "stream of 
bet?n fi.5 approae'h 'u)ptwures the Ing Lermi na ture of the benefits of our 
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pronjL tand tst if ies tWe i-front cost., 

* Th,, !v'{ro -" (-,III1' I uiSi as a i a ining tool or newi st aff'. Using a 
spread-fie , iunar jgers uan shn)v staff Iow inacturat e es i nritijorIs aid certain 
e], . 1)dituir., ( in aff ct e --th, 'oroml results and ipurtjat results. 

Negative
 

t Soinp of t he- i nfor)moniat I n that .e r'equi re IS e thr not present ly col lect-ed 
by (,w {ff Ij(0 or is. tnkrliwri by our project part ici pant.s. (e.g. It×fore they 
I :-rried to) o n aul they not whaLt salariesre41) rds a{'urnt s, did know their 
"P,'re , s," wlultt iiri t{"I'a e niof ("hange is riot p×ossible). 

Pei'srxet. i V rom the ield: 

ios i I i vo 

* Thf ri)ri--tlcit iM" l ;Ls<t-e of' t" h nula provides another- way for the 
field st<f' to wonunu inat, their reasons for tprsuirig projic? ts which may 
riot seem i t 1.ir :tirt s'-;istarice on a C riarieial basis alone. 

*' !le . ;spredsh l, ,..i ] }i,]I' $ hn i mi iIl" \,"' year changes in costs 
aid l*'rfi aT acid eai holel [ .' 'ldia r-; ritake future projectins. The 
spiadsh.< .s- ni a hW it iWl, 

4 All,,i,-; fielt ) e inir;alet eo'ori'retelv how they feel future benefits to 
the ID!' '1" I art i'i nts uil I in'ri "se . Hieilps them t.o make dec isions on 
wiet he ton turI'stw a pi'O.JO t or rot . 

* AlLhough it is ivT PiDexpcet od that. part i-ilparls learn t.o use spreadsheets, 
Lhe field advisors can use pr iJit-ouLs of various scenarios of their 
p'od<Juc't ion costs and yi elds to trin r)irticipants to eva]uate the effects 
or the ir" (he-c isions on ftuLure i W 'ome streams. 

Negat ive : 

* Adds yet another layer of daba 'ollecy-tion arid reporting. If existing 
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organi ;"at i tit,.aust, of't th- time id detail of i ri1'o r i t ion to car'y out the 
prot,'e.. . 1}-, u , of th, ' mp. f. iI N (,f t he formula zand the s.implivfying

;:issiirii[)i 11.) hi;if.P m -'I t I
ih~it i', I' i, .hir' I( ) (te rr'y out training
 

esions ith,. t) rfrll It
e.- ot< t he. to fi('u] staff. seems a mistake to
 
t ' 1 t o '(,,, th,. jur O '. it I, orily r' it ten instructions from the home
 
(ffi(,. 
 A-I ,, i or'rir tr the pri'ss t() f'fed ba'k into the management. 

I> rr'O ', , )f' , f'li lI (l'fi .,s, tit . must be involved with Lhe process of 
11,1] tw ;1u1d lY::Iiig t h, dati. appears that. the prcx'ess is equallin :iuI It 


." irIill it t :I . I 1 Isu, 
 I Il, ( 'vV( ., this i II req(luir trainirig of field
 
(I'fti-,' 11-tf V .- tt 
 under,


"1r.)r t h('m t .litt th,. le .(x w'is ;uid t he s)readsheet templates to
 
irliiidu; ;rr-je t. i-tll I() stg,(,-t impr,\'eirmioits to the system.i This
 
ririjilit-s I'Iris;ltlr 


th " . ,. Ul 'stand1(1 the tjirjx)se of the formula (in 

,t f,;ud tlile amid hiyi ..,t comm itnmert-s. 

2. t t - ItI.r' tfit . i,'' to) "() -t t' aid theui'] - Ilti t est 

;If~pupr 
 I i- (K-1f' IIf it I i - - t il It U)fit-r rol ()l i ts iieari ing andl uses
 

;illd rifot , It it ,Mrid or .r j,upigment 'a us other forms of'
hot I ed 

,.'.iii;it iug t li1 -K:J p
ir nt. 5- to tf's th? % I jdi ty of t ie formula results
 

Z,taml s ()ill ('()'t i rln -t 
 , h , d (on t.hese ovaluati ns, the formiula has 
I .llinirt thlI-;ii]roal , v . i I - -orit Itliijf t,(, (i() tr' ()\ir t imI e as ouI 

It )n i n- '11 1ti - . 

.I. ' f rirl' i I ,,lo rn,-it i t l jrinim ila mnst. be kept set.1rate in order 
toC , ~-I.\ .t lfi. i rl ,,r'n t %(& t ho r .sul t ig rniim:or s . The spreadsheet. 
as-'kinlipjt Iinns ru- ;t 1-11i ri 4 y an-cetpted mnethodis ofIirf -rMi~q No( S rer-il 
fili-ici:] t ni'sI i-.. 'h - -ia t i'it i b e (,'CitXrierit is subjecti ve ard is 
rlnni''h lk..r I I ( 'fli , t. lts'tnrirr r e pr or-i ti .s ch rige . It therefore 
i5 11k)-' 11501(11l it 1" 41 separa>*'I'te( 

o The i.i - tI-' rllxr ,rrit ol tIeW formla was li i ted, in the affect it 
could havn "1 t4he i'inaniia] r'atio. Because 'lechnoserve focuses on work with 
411,t fi ipiss I InI n i fy t i itl' output alld pr'cxhuctivity, we anted to 

mi th ;tA I it \ of' thf Nin-Qoariti fiable MIultiplier to increase the
 
finaic ia l resul tLs 
 (,ther ise, the "be)t. tom line" of assi.' irg low-income 
pl.ople, to manage sos.ta i rub aid productJi ye enterprises might become lost. 
The Nultip1i et- w-as the re oe miL(irtd to 2 ( the cost/ixnefit ratio could be 
doubled if' r or-qiarit i fiable berefits wa-'arltratd. ) 

G. I II, r'put er. (of' t.he 'i'o1hrioserve f'or-mula need to be briefed on the 
purpose ind cntet of the results. ur formula was designed for internal 
p) se arid nii pt iOrn; We ( mavide on that, basis. It was not designed for 
donor- tpnirpotx. or' for cominxrisons with other PVOs. As we have ]earned from 
colilirisonls bethtee our owrn p-oJecLs, the raw numbers in themselves cannot 
be compaI'-ed ami have rIearinig out- of' their country and institutional 
contexts. To cortipare the end figures with entirely different. organizations 
wouldItxb even less appropriat.e. 

7. The procx--ess will generate financial data necessary for donor and PVO 
purposes.. Itr the process of gathering i mfomit ion for use in the 
T-lchnoserve Cost Eff'ecti \,eness Formula, we have gathered standardized 
infonnatioti which had not been previously available in the home office 
which (ar provide: a basis for comparison with other programs. 

8. The \or-Quarit i Fiable multiplier provided a novel means of communicating 
prioritito to the, Field, As the weighlts on the Non--umantifiable multiplier 
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are 'i it uIxi ari I ,,,% II. ovi\ r t ime, they provide expressl y sta,t(e
ob,jet i \e. (f" ()uin pr(,gr:un- . This i n(c'reases the 'c)mmtn ication between the 
hor:t' , arl,i th,, Cilt off'ius ard prv ides non-financial guidel ines for 

']lCsll new f)r ') )e, t S; 

A. 1I i t t ig a ( )--t -ef'fect i \eness prxoess is an expens i ve proposition 

VI. (Concl us i ons. 

Is cos t-,e fe,(ti tness nt -as i r-mnI a Ivsei f I I too I for PVOs ? 

I f p'ro'o1.v*Nd] niad 'a r. 1y qral i f i e, tfe, answer would seem to be YFS. 
Its hi'Alfest ri'ili'; w d -- irn to be as,. an nrt ernial tool , rather than as 

1)1(r111(t ioni~ij e)ric. f I -,I fit t le 'i- on I hat -ihh a u 'i;ri*vsis triggers
rilpA)r lit ql,'sr r - with iri : r,()I . ii a,'i i r: that pro bi Vlyotherwise would 

r)<r I x t , 1 I1,1 T')rthaIt the d i ,is 1id iu f'ed Igtuk to ther' I I 

',iri , t' ll hI(' c - tf'ould 11ave psii t iv r'e: bIoxbratroris 1do alI 
aspet 4he ~' r 055 II yin ic ng.~an t an 'a strate plarn 

liltt, uiii.t yr In using s uch a tool Is that, beccause we tend 
tI,~n.,1 . ± ;<, ,,; r t arid l as w(, ult.Aratd believe insee, 'c; % are ac to 

me, i.r wends, it right ix, temptinig to ('on(cixIde that if (ertain 
Wnf-i t. Ore r1(, , ('ariliet be,) cal(culatedi, it is Z-i, .if the, did not exist 

at yrfI. 

(I' r of is 
e.-;,seIt i a t O,, )f" '". osIIO s f i. Id directors made this conmtnent.: 

Thf nt.fd f', r 'r - i \n,(r a (n s tanit (A'reewal Ix rslpc-t ivfe 

"This at t('m)t t() come up with a formula w:ill never do justice 
to our efforts, because we are trying to compare the cost of 
assista nc(e to uni ts of in Iptovement in socio-economic 
C()nId i t ions in t he short run (in deve I opment terms) after 
Technios,- rve's i rite rvenit ion. "Ihf prob 1em with this is that no 
mat ter ho po)sit i ve the r'esuI t s look, almost any other 
a 1 t. r a t i e ( to what, we as a PV() does ) will be more 
cost-effective, since the core of' our work is really directed 
at. changing the way people think about themselves, their 
future, creating initiatives, and developing new skills in 
people, rather than simply improving their socio-economic 
cond it ion, even i f for ten years or more." 

In what situations are l\AOs most Cost-effective? 

This is a very difficult question. We can only answer this on the basis of 
our initial analysis (note our analysis to date is based on a sample of 10 
projects run through the formula.) We would tentatively suggest that the 
following elements may be extrapolated to apply in general: 

- Mhen feasibi lit' y (i project, or program over the medium term is done as 
systeniically as possible (casting a broad rather than a narrow net over the 
field of variables). 

- ien a se,-ter' strategy or focus is maintained. This enables the learning 
curve to be ta.ken advantage of. 
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- Then a conception of the stream of benefits over a long time period is
 
bui It in at the fx×girini n of the progr;un.
 

- hen t01, n rgani t ion's e f for't.. are concentrated in a region or sector 
rather- t han sproad t i niy. 

- Wl~in ti .' , it a rasorabl relationship between expatriate costs and 
lx'aV . staf'f Pots.. 

What ar the ins it_ t i onal -haacteristics which would seem to enhance 
cost-effec:xt i \'(ta H.

ho'. :le f ('h; ;Ar'trist ics which will seem self-evident once stated. 
H}j;_ -o 1r 'r s , H;,) ' i"r seems to reirnlorc" Lher: 

- Iii t Ie hr o:ii c-; l I le e mari in ('rr'acter'l't.-Lic would seem to be to 
uoncent i t :r nAt t.h (irgat izati C li -cts best. Use comparative advantage. 

-Persisieow srod SOYA;: jxnw'r Oit.h ini a sec toc or r-egion1 are critical. 

- Relatedt t( th ;dil , is .he im rnl tarre of experienced staff who can 
ma intarin it i ;i p ),ra'ii. 

- The ir;jx)ztAar:': i nraiagement informration which is accurate and geared to 
flexible de:'i ion mialiing is critical. 


