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n September 1993, the U.S. Agency for

International Development’s Center for
Development Information and Evaluation
(CDIE) initiated an assessment of the
Agency’s management of its relationship with
U.S. private voluntary organizations (PVOs)
and indigenous nongovernmental organiza-
tions (NGOs). During the subsequent eight
months, CDIE teams interviewed staff of
PVOs, NGOs, USAID, and other donor or-
ganizations in eight countries and the United
States.

The study benefited greatly from the exper-
tise and goodwill of people and organizations
too numerous to thank individually—in par-
ticular, the many PVO, NGO, and USAID staff
who generously arranged or participated in in-
terviews and provided suggestions and in-
sights to enrich the study.

The efforts of four people—Carl E. Wisler,
Ronald D. Levin, Janice K. Stallard, and
Jonathan M. Conly—were invaluable to this
assessment, Mr. Wisler of Development Alter-
natives, Inc. (DAI), the study methodologist,
was instrumental in the design of the assess-
ment and development of data collection and
analysis procedures. He also assisted with data
collection, including participating on the
Bangladesh field team. Mr. Levin of DAI
served on the study’s core assessment team
from its inception through completion of data
collection. He was team leader for the Mali and
Senegal visits, team member for the Bangla-
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desh field visit, and a participant in U.S. inter-
views.

Ms. Stallard, of the Academy for Educa-
tional Development, was a member of the core
assessment team. In addition to preparing draft
report materials, she conducted fieldwork in
Bangladesh, Swaziland, and South Africa. Mr.
Conly, formerly chief of CDIE’s Program and
Operations Assessment (POA) division, was
team leader for the Bangladesh and Poland
visits and provided useful guidance and in-
sights throughout the development of the as-
sessment.

The contributions of Leslie Fox of DAI also
are greatly appreciated. In addition to prepar-
ing draft report materials, Mr, Fox was a mem-
ber of the Mali and Senegal field teams. John
R. Eriksson, former CDIE director, and Mi-
chael M. Calavan, CDIE/POA division chief,
were especially helpful in their review of
drafts of the report.

The field team members’ time, effort, and
suggestions to improve the quality of the study
also are greatly appreciated. In addition to
those mentioned above, team members in-
cluded Edward Glaeser (Bangladesh, Mexico,
and Guatemala); Christina Schoux (South Af-
rica and Swaziland); Stark Biddle (Poland and
South Africa); Rachel Patterson (Mali,
Senegal, and the United States); Ken Koehn
(Mali and Senegal); Joseph Lombardo (Mex-
ico and the United States); Mari Clark and
Carol Finnegan (Poland); Scott Smith, Rachel



Peterson, and Cathryn Thorup (Guatemala);
and Mary Pat Selvaggio (South Africa).

The study also benefited from the services
of several research assistants, notably Sara
Hurwitch, Dawn Emling, and John McDer-
mott. The efforts of Cheryl Gwynn and Rachel
Peterson in analyzing interview responses
were particularly appreciated. Excellent back-
ground literature reviews were prepared by
Virginia Lambert, Tami Fries, Cheryl Gwynn,

and Margo Kelly. Finally, the assistance of
Laurie Denton, Ross Bankson, Chuck Wilkin-
son, and Pamela McDade—Frankel in preparing
this report for publication is greatly appreci-
ated.

The author retains full responsibility for
any errors in this report and hopes any such
errors will not detract from the valuable con-
tributions of the people mentioned here.
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l | SAID and its predecessors have worked

for almost 5 decades with U.S. private
voluntary organizations (PVOs) in providing
humanitarian and development assistance. The
Agency first turned to PVOs to handle short-
term disaster relief and food distribution. Over
the past 2 decades, USAID has worked with
nongovernmental organizations (NGOs) in-
digenous to the countries where the Agency
operates. Gradually, the scope of PVO and
NGO work has broadened to programs aimed
at the root causes of poverty and vulnerability
to disasters.

In recent years, donors, academics, develop-
ment professionals, and members of Congress
have recommended that PVOs and NGOs play
a larger role in development and advocacy ef-
forts. They reason that use of grass-roots citi-
zens’ groups is the best approach to
accomplishing many development objectives.
In most countries with USAID Missions,
PVOs and NGOs are hard at work delivering
disaster relief, handling food distribution, or
implementing development activities.

This assessment examines the working rela-
tionship between USAID and the PVO/NGO
communities and suggests ways to improve
that relationship. The study looks at how
USAID does business—that is, the proc-
esses—-as opposed to examining the develop-
ment impact of USAID-funded PVO and NGO
activities.

U.S.- and field-based interviews, research,
analysis, and report preparation took place
over a 1-year period, from September 1993 to
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September 1994. Structured interviews were
conducted with 259 PVO, NGO, and USAID
staff in eight countries and the United States.
Topics covered included registration, negotia-
tion, funding instruments, general implemen-
tation, financial management concerns, and
location of the USAID manager.

The study also gathered information on sev-
eral other facets of the USAID-PVO/NGO re-
lationship: sustainability; other donors’ work
with NGOs; use of financial intermediaries, or
“umbrellas”; and PVO/NGO collaboration in
establishing USAID development strategies.
Information on these topics was collected
through literature review as well as additional
field interviews.

Principal i dings

Although PVO, NGO, and USAID respon-
dents were able to accurately describe the dif-
ferences between the Agency’s funding
instruments (grants, contracts, and coopera-
tive agreements), a lack of consistency per-
vades USAID’s use of each instrument. There
seem to be few practical differences in the
management of grants and cooperative agree-
ments, as many USAID project officers impose
onerous control measures for each instrument.
In fact, some officers state they manage all
activities the same way, regardless of the fund-
ing instrument. In addition, a contradiction is
perceived between the presumed *“hands off”
management of grants and the Agency’s ac-
countability requirements.

vii



USAID project officers’ management style
and relationship with the implementer are seen
as more important to project success than offi-
cers’ location. However, the respective roles
of USAID/Washington and Mission staff in the
management of USAID/W-funded activities
are not clear.

Many interviewees do not understand the
purposes of USAID registration or at what
point organizations must register. NGOs ap-
pear to have a more difficult time than PVOs
with registering, particularly in meeting ac-
counting and financial management require-
ments. Despite the difficulties, however,
becoming registered seldom is a major stum-
bling block to obtaining Agency funding, since
funds are available for nonregistered organiza-
tions.

Negotiation is not seen as an especially dif-
ficult process. Most implementers say that
time spent up front in proposal preparation and
project design facilitates smooth, timely nego-
tiations. Moreover, negotiations go more
smoothly when the Agency uses a team ap-
proach or when implementers have a single
USAID contact person, as opposed to separate
negotiation sessions with several USAID staff,

According to interviewees, key factors in
implementation success are well-developed
activity designs, work plans and budgets, and
collaborative, competent USAID and imple-
menter staff. Implementers say they would
prefer dealing with just one USAID contact
person during project implementation, prefer-
ably the project officer. Agency regulations
are seen as too complex for small organiza-
tions to understand. Moreover, many NGOs
receive little or no administrative orientation
before or during project implementation.

The USAID “system” for implementation
approvals is not clear to implementers; it ap-
pears to depend on the preferences of individ-
ual USAID project officers. USAID reporting
requirements and time spent on them also are
seen as excessive. (The Agency recently made
changes in key implementation approvals and
reporting requirements for grants and coopera-
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tive agreements. They should ease the admin-
istrative burden.)

It was not a specific interview topic, but
many PVOs and NGOs said they would like
USAID to stress the importance of—and pro-
vide funding for—regular project evaluations.

Many PVOs and NGOs said the Agency’s
financial reporting requirements are excessive
and time consuming; at the same time, how-
ever, many NGOs report their financial man-
agement systems have improved as a result of
meeting Agency requirements. In addition,
NGOs generally see audits as a positive man-
agement tool. Owing to recent USAID
changes, NGOs that receive less than $100,000
a year per agreement in direct USAID funding
(up to a total of $250,000 a year) no longer are
required to follow OMB Circular A-133 audit
requirements.

Neither PVOs nor NGOs are consulted ex-
tensively in the development of USAID’s
global and country strategies, and both would
like more opportunities for dialog with the
Agency during strategy development. (Re-
cently, though, the Agency’s climate for stra-
tegic collaboration with PVOs and NGOs has
improved dramatically.)

Cost sharing involves dividing project ex-
penses between USAID and the implementing
PVO or NGO. PVOs and NGOs strongly sup-
port the concept of cost sharing, but would like
more flexibility in its application. In July 1994
the Agency eliminated the 25 percent cost-
sharing requirement for registered PVOs. In-
stead it encouraged the “largest reasonable
and possible financial participation” of recipi-
ents.

PVOs and NGOs raised concerns about sus-
tainability in project design, including having
USAID assess community demand for an ac-
tivity’s benefits and the capabilities of the pro-
posed implementer. In addition, they see
beneficiary participation in project design and
implementation as an important ingredient of
success.

Program and Operations Assessment Report No. 13



Umbrella activities involve a USAID award
to a lead organization, which then makes sub-
grants to a number of PVOs and NGOs. Capac-
ity building of subgrantees is an increasingly
important part of umbrella activities. NGO
subgrantees benefit from the opportunities for
networking and institutional strengthening
(with assistance from the lead organization).
USAID staff say some management savings
are realized with umbrella activities, because
only one grant is managed, not several.

With the notable exception of the Canadian
International Development Agency, donors
generally don’t emphasize donor-NGO part-
nerships or NGO capacity building. Many do-
nors provide indirect funding to indigenous
NGOs through a donor country NGO and have
cost-sharing requirements. Another funding
method, the “consortium” approach of some
donors, is a useful method for multiple donor
funding of indigenous NGOs. Compared with
other donors, USAID’s strengths are its in-
country presence and its ability to directly
fund indigenous NGO activities.

a age ent
ecom e dti s

Three sets of management recommenda-
tions flow from the evaluation. One regards
USAID’s inconsistent management of grants
and cooperative agreements. The second re-
lates to policy changes. The third involves
other areas in which USAID staff can take
immediate management actions. This last
group is by far the largest, as the study found
that most of the needed changes do not require
revisions to the Agency’s policies and proce-
dures.

Inconsistent anagement

Over several months of interviews, it be-
came clear that a pervasive problem affects
USAID’s management of PVO/NGO activi-
ties. It is the inconsistency of USAID staff’s
management of grants and cooperative agree-
ments. Staff appear knowledgeable about tech-
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nical differences between funding instru-
ments, but in practice these differences often
are ignored. Preferences of individual officers,
rather than requirements of specific funding
instruments, seem to determine how activities
are managed.

Overall, the Agency needs to provide
clearer guidance on the use of each funding
instrument and necessary controls associated
with each—for example, in cooperative agree-
ments, drawing the line between substantive
programmatic involvement and administrative
micromanagement. Several specific ways sug-
gest themselves for developing USAID staff
capacity to manage PVO and NGO activities
more consistently and equitably:

1. Reinforce collaborative management.
The Agency’s senior managers should make
dedicated efforts to communicate to staff the
importance of collaborating with USAID’s de-
velopment partners.

2. Structure an incentive system. As part of
USAID’s reengineering efforts, senior manag-
ers should develop an incentive system that
recognizes and rewards hands-on, results-ori-
ented project officers for excellence in work-
ing 1n partnership with PVOs and NGOs,

3 Provide additional training. Additional
training of USAID staff, particularly project
officers, is needed to ensure reasonable consis-
tency worldwide in applying USAID regula-
tions and procedures to the various funding
instruments.

4. Certify project officers. Agency manag-
ers should consider developing a certification
program for project officers to ensure that pro-
ject staff have the knowledge and skills needed
for managing PVO/NGO activities.

Recommended Polic Changes

Senior managers should review current pol-
icy regarding indigenous NGOs in these areas:

1. Simplify NGO registration. Current legis-
lation requires USAID to register indigenous
NGOs that meet the criteria for classification



as PVOs. Given the Agency’s emphasis on
increased direct funding of NGO activities,
current registration requirements for NGOs
should be reviewed and simplified. USAID
also should consider the feasibility of direct
Mission registration of NGOs.

2. Clarify requirements of the Office of
Management and Budget (OMB) for NGOs. As
a matter of policy, the Agency has determined
that OMB circulars pertaining to the manage-
ment of grants and cooperative agreements ap-
ply to NGOs as well as PVOs. Keeping in mind
the importance of sound management princi-
ples, and recognizing the need for NGO insti-
tutional strengthening, the Agency should
review the current OMB requirements to deter-
mine which ones are essential for application
to indigenous NGOs. It should release NGOs
from inappropriate or unproductive manage-
ment requirements.

3. Consider using more donor consortia. To
provide more funding options for indigenous
NGOs and to streamline their reporting re-
quirements, USAID should investigate the
possibility of joining or establishing country-
level donor consortia to provide joint funding
for indigenous NGO activities.

Immediate Management Actions

In addition to addressing the problem of
USAID officers’ inconsistency in PVO/NGO
grant management, many changes can be made
by USAID staff to improve management of
PVO/NGO activities. These suggestions can
be carried out without revising existing
Agency policy or procedures.

1. Senior manager actions. Senior manag-
ers—at field Missions or in USAID/Washing-
ton—can help strengthen USAID’s partnership
with the PVO and NGO communities in sev-
eral ways. Among them:

o Systematically tap PVO and NGO exper-
tise through regular consultation in the
development of USAID’s global and
country development strategies

o When capacity building is identified as
an objective, consider providing longer
term funding

e Establish a single point of contact. Sen-
ior managers should encourage a team
approach within the Mission for project
design, negotiation, and implementation.
To improve communication, senior man-
agers can establish one point of contact
for the PVO or NGO. Preferably that
contact person is the project officer

2. Project officer actions. Project officers
can take immediate steps to improve the man-
agement of PVO/NGO activities:

e Encourage the development of
PVO/NGO networks to help strengthen
indigenous NGOs

¢ Use more support grants to fund organi-
zations’ broad portfolios of activities

o Strengthen NGO financial management
skills by using pre-award reviews and
small initial awards for new or inexperi-
enced NGOs

¢ Better educate PVOs and NGOs about
USAID’s minimum accountability re-
quirements and the differences in fund-
ing instruments

o Strengthen PVOs and NGOs by includ-
ing capacity building activities as pro-
gram outcomes or intermediate results

e Regularly include funds for evaluation in
activity budgets
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CDIE Center for Development Informa-
tion and Evaluation (USAID)

NGO Nongovernmental organization

OMB Office of Management and
Budget
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POA Program and Operations Assess-
ment division

PVO Private voluntary organization

USAID/W USAID Washington
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SAID has worked for many years with

U.S. private voluntary organizations in
providing humanitarian and development as-
sistance. The Agency first turned to PVOs to
handle short-term disaster relief and food dis-
tribution. Gradually, the scope of PVOs’ work
was broadened to programs aimed at address-
ing the root causes of poverty and vulnerabil-
ity to disasters,

More recently, PVOs also have directed
their attention to developing the management
and technical capabilities of their indigenous
partners. USAID has developed umbrella ac-
tivities to allow the transfer of funds and tech-
nical assistance through PVOs to indigenous
nongovernmental organizations. In most coun-
tries with USAID Missions, PVOs and NGOs
are at work delivering disaster relief, handling
food distribution, or implementing develop-
ment activities,

This assessment examines the working rela-
tionship between USAID and the PVO/NGO
communities and suggests ways for USAID
policymakers and project managers to improve
that relationship. Thus, the study looks at Aow
USAID does business—that is, the proc-
esses—as opposed to looking at the develop-
ment impact of USAID-funded PVO and NGO
activities.

Information on USAID management of
PVO/NGO activities was collected through

N s

structured interviews with 259 PVO, NGO,
and USAID staff in eight countries and the
United States. Interview topics included loca-
tion of the USAID project officer (whether in
USAID/W or a field Mission), choice of fund-
ing instrument, USAID requirements for PVO
registration, negotiation of grants and coop-
erative agreements, general implementation
concerns, approvals and reporting require-
ments, and financial management. Interview
information was sorted by topic with the help
of a computer and then analyzed to determine
key themes or trends. Interview results are
summarized in chapters 2 and 3.

The study also gathered information on sev-
eral other concerns related to the USAID-
PVO/NGO relationship. Among them:
sustainability, strategic collaboration, other
donors’ work with NGOs, and use of financial
intermediaries (umbrellas). Information on
these topics was collected through literature
review and additional field interviews. These
topics are summarized in chapter 4, with fuller
discussions found in appendix D. Appendices
A and B contain information on the USAID
PVO/NGO policy framework and a summary
of recent and proposed Agency reforms, re-
spectively. Appendix C discusses the study
methodology, and appendix E presents the per-
ceptions of USAID senior managers on related
study topics.



Background

In recent years, a number of donors, aca-
demics, development professionals, and mem-
bers of Congress have recommended that
PVOs and NGOs play a larger role in develop-
ment efforts and in advocacy roles. They rea-
son that use of grass-roots citizens’ groups is
the best approach to accomplishing many de-
velopment objectives.

The dynamics of the USAID-PVO partner-
ship are influenced by changing world condi-
tions and revised development strategies. The
ascendance of democracy, the shift toward
market-based economies, the new centrality of
environmental concerns, and political shifts in
Europe and the former Soviet Union have al-
tered the context in which USAID and PVOs
function. Groups such as the Advisory Com-
mittee on Voluntary Foreign Aid and the
USAID-PVO Task Force have suggested sig-
nificant changes in the nature of the aid part-
nership with the PVO and NGO communities.

As of October 1, 1994, there were 419 U.S.
PVOs registered with USAID, not all of which
were receiving U.S. Government support. Dur-
ing fiscal year 1993, the government provided
more than $1.6 billion in grants, contracts,
government-owned excess property, ocean
freight subsidies, and P.L. 480-donated food
in support of PVO-administered programs.
More than 400 NGOs also are registered with
USAID. In fiscal year 1993 they and other
NGOs received more than $200 million in U.S.
Government support from bilateral funds.

Critical
Management Issues

Until the mid-1980s, the professional litera-
ture on PVO management generally concen-
trated on the internal management of
PVOs—fund raising, strategic planning, and
the like—rather than on the mechanics of man-
aging field-based PVO activities. Change
came in the late 1980s as development profes-

2

sionals and scholars began exploring the link
between good PVO management and sustain-
able development. However, a literature re-
view conducted for this assessment found little
material specifically representing the USAID
manager’s view or dealing with management
issues concerning PVO or NGO implementa-
tion of USAID-funded activities.

Three recent reports document difficulties
in the USAID-PVO/NGO relationship. They
include the report of a joint USAID-PVO task
force, a survey conducted for a USAID-funded
regional environmental project, and a General
Accounting Office report on USAID’s man-
agement of grants and cooperative agreements.
The issues discussed below in large measure
also reflect concerns expressed during this as-
sessment.

The USAID-PVO task force (USAID and
the Private Voluntary Community 1993) met in
August and September 1993 and issued its fi-
nal report in December 1993. The task force
comprised six working groups that dealt with
three sets of related issues: 1) program focus,
balance, and direction; 2) administrative sys-
tems and procedures; and 3) innovative fund-
ing mechanisms. Among the task force’s
observations are several closely related to the
scope of this assessment:

e USAID should capitalize on the growing
role, importance, and ability of NGOs

o Institutional capacity building for PVOs
and NGOs is an essential component of
a results-oriented development strategy

e USAID’s current registration, procure-
ment, grant negotiation, and oversight
system impedes the USAID-PVO part-
nership and reduces the effectiveness of
USAID resources and PVO performance

A December 1993 report (MSI 1993) on a
survey of Central American environmental
PVOs and NGOs contained several recommen-
dations on matters of policy, communications,
administrative issues, and financial manage-
ment. It found that USAID should

Program and Operations Assessment No. 13



¢ Adopt more flexible administrative pro-
cedures for working with NGOs

¢ Promote more collaboration among
NGOs

e Take greater advantage of local knowl-
edge and expertise when designing new
USAID activities

Strive for improved coordination within
USAID

A 1993 study (GAO 1993) by the General
Accounting Office investigated USAID’s poli-
cies and procedures for administering grants
and cooperative agreements with PVOs, edu-
cational institutions, and other not-for-profit
organizations. It noted that

efini ions
According to a 1988 cable, to be recognized
as a private voluntary organization, an organi-
zation must meet the six conditions listed be-

low. They relate to the organization’s
privateness and voluntary nature.

NGO is a broader category than PVO. The
NGO category includes PVOs, but also other
organizations such as educational or research

Strengthening the Public-Private Partnership

¢ USAID did not ensure that all grantees
were qualified, inasmuch as contracts of-
ficers did not routinely document their
determinations that prospective recipi-
ents had adequate financial and manage-
ment capabilities

e USAID had limited ability to monitor
grant recipients, because project officers
often did not use measurable benchmarks
and target dates

e USAID often was not able to make
needed field trips for monitoring, owing
to budgetary or time constraints, yet
Washington-based project officers rarely
delegated monitoring responsibilities to
field Missions.

‘PVO’ and ‘NGO’

institutions and profit-making firms. An NGO
that is not a PVO remains eligible for assis-
tance without registration, but it cannot take
part in activities reserved by policy or law for
registered PVOs. These include USAID’s pay-
ment for ocean freight shipping, procuring
goods or services from federal agencies, par-
ticipating as cooperating sponsors under sec-
tion 202(A) of PL 480, or participating in the



PVO matching grant, child survival, and Mis-
sion PVO programs.

However, for ease of reference, “PVO” is
used in this assessment to mean a U.S.-based
not-for-profit organization engaged in over-
seas development work, and “NGO” is de-

fined as an indigenous not-for-profit organiza-
tion. Use of the terms “PVO” and “NGO” in
this study does not imply presence or absence
of USAID registration as a private voluntary
organization.
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his chapter and the next examine several

facets of USAID’s management relation-
ship with PVOs and NGOs. Discussion and
recommendations are based on 259 interviews
with USAID staff and representatives of PVOs
and NGOs in developing countries and the
United States. Interviews concentrated on
management areas in which significant simpli-
fication and streamlining might be possible.

nding nstru e ts

€er O

The remainder of this chapter explores five
elements of the USAID management equation
that must be dealt with before USAID actually
awards funds to a PVO or NGO. They are
1) choice of funding instrument, 2) location of
the USAID manager, 3) USAID’s registration
requirements, 4) preaward reviews, and 5) ne-
gotiation of the funding agreement.

Key Findings

® A lack of consistency in the use of each funding instrument pervades USAID.

Implementation success depends more on implementer capabilities than on the funding

instrument used.

¢ Many USAID staff say the more control they have over project implementation, the
greater the likelihood of success. Some USAID project officers also say they manage all
activities the same way, regardless of the funding instrument.

® There is a perceived contradiction between the prescribed hands-off approach to grants
management and the Agency’s accountability requirements.

Strengthening the Public-Private Partnership



Choice of Instrument

Differences between the three funding in-
struments and their uses can be characterized
as follows.! Contracts represent the normal
legal relationship for USAID’s acquisition of
goods or services. A contract is a legally bind-
ing agreement under which an organization
agrees to provide USAID with specified goods
or services required for USAID programs in
return for payment. With a contract, USAID
has greater rights to remedies for breach of
contract than are appropriate under a grant or
cooperative agreement.

Grants and cooperative agreements, by con-
trast, are assistance instruments under which
USAID’s principal purpose is to support or
stimulate the recipient’s own program or pro-
ject (consistent with objectives of the Foreign
Assistance Act). Both grants and cooperative
agreements are conditional gifts to an individ-
ual or an organization, such as a PVO.

Under a grant, the grantee has considerable
freedom to pursue its own stated program,
without substantial involvement by USAID
during the performance of the activity. The
Agency expects the grantee to make its best
efforts in achieving the purpose of the grant.
Unlike a grant, a cooperative agreement entails
a significant degree of direct participation by
USAID in performance of the recipient’s pro-
gram.

USAID has several types of agreements2
that can be used to fund activities of registered
PVOs or other organizations, such as NGOs.
Two forms of “specific support grant” —
matching grants and operational program
grants (both of which also may be awarded as
cooperative agreements)—are reserved for
registered PVOs. Two other agreements—

“other” specific support grants and coopera-
tive agreements—can be used to fund activi-
ties of other not-for-profit organizations, such
as NGOs.

Since interviewees generally had limited
experience working with contracts, comments
in this section pertain to perceived differences
between grants and cooperative agreements.
Overall, respondents gave appropriate, accu-
rate descriptions of each funding instrument.
However, PVOs and NGOs report they do not
understand how USAID determines which
funding instrument to use, since there is a lack
of consistency throughout the Agency. Some
NGOs remarked that choice of instrument
seems to depend on the personal preference of
the USAID contracts officer.

USAID staff gave a variety of reasons for
choosing one instrument over another: level of
trust and respect for the recipient PVO/NGO,
capabilities of the PVO/NGO recipient, nature
of the activity, convenience (for example, to
avoid the procurement requirements of con-
tracts), preferences of the recipient (for exam-
ple, some will accept only grants), and a
Mission habit of using one instrument over
another.

Overall, most respondents believe that im-
plementation success, regardless of the fund-
ing instrument, depends primarily on the
capabilities of the implementer. Some USAID
staff add other factors related to effectiveness:
level of trust between the Agency and the
PVO/NGO, management style of the project
officer, and the Agency’s level of involvement
in the activity. In fact, many USAID staff ar-
gue that the more control they have over a
project, the greater the likelihood of success.
Some project officers also claim that regard-
less of the type of funding agreement, they

This summary is based on material found in USAID Handbook 13, chapter 1, section B.2.a., and in Handbook 38,

, supplement A, chapter 1, section 3.

See USAID Handbook 1B, chapter 25, section 25E, for the selection criteria for choice of implementation

instrument.
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manage all their activities the same way. For
practical purposes, they see no differences be-
tween instruments.

There were some reports of innovative uses
of funding instruments to develop the capaci-
ties of organizations new to working with
USAID. For example, some respondents report
that the Agency has awarded small contracts to
PVOs/NGOs for development of USAID-ap-
proved financial management systems, par-
ticularly in cases where the organization fails
to meet preaward standards.

Contracts

Contracts are not often used with PVOs and
NGOs. When they are used, they often are
small purchase orders for specific products.
PVOs say that contracts are the hardest fund-
ing mechanism to work with, because of the
technical nature of the agreement and the rela-
tive inflexibility of a contract to meet changes
in the scope or implementation of an activity.
But many USAID project officers say they
prefer contracts, because they provide the
highest level of control over deliverables, re-
porting, and accounting.

Grants

Appropriately, all respondents see grants as
the most flexible funding instrument. They ob-
serve that USAID has minimal management
and oversight requirements under grants, com-
pared with the other funding instruments.
However, PVOs and NGOs note that the
Agency too often is overly involved in the
implementation of grant activities and in
budget management after a grant is awarded.

Most USAID staff interviewed note that
grants offer less control than cooperative
agreements and contracts regarding program
issues, management, and finances. As a result,
they say, grants are more difficult to monitor.
They see a contradiction between the hands-
off management of grants and the Agency’s
program and financial accountability require-
ments.

Strengthening the Public-Private Partnership

Staff also believe that in auditing grant ac-
tivities, the office of the USAID Inspector
General needs to better understand that grants,
by their nature, allow PVOs to receive and
spend funds with considerable discretion.
However, an Inspector General representative
says that since the advent of the Recipient-
Contracted Audit Program, his office performs
few financial audits of PVO/NGO activities.
Instead, the Inspector General relies on audits
conducted by private accounting firms. Ac-
cording to the representative, the Inspector
General does not expect USAID project offi-
cers to be financial managers; rather, they
should be concerned with the overall account-
ability of the funding recipient. In that regard,
he thinks USAID should make wider use of
preaward reviews. They are, he believes, one
of the most effective management tools avail-
able to the Agency.

Cooperative Agreements

USAID staff believe cooperative agree-
ments are useful for building partnerships be-
tween the Agency and implementers, and for
longer term development activities. Some
PVOs, however, question this view. They
claim that with cooperative agreements,
USAID attempts to control and intrude on or-
ganizations and activities, indicating a lack of
trust toward the implementer. PVOs also note
that the negotiation of cooperative agreements
is time consuming. The Agency, they say, tries
to insert micromanagement aspects into the
agreement, while PVOs try to negotiate out
these same elements.

One NGO respondent provided an example
of USAID’s inconsistency in managing its
funding agreements. This NGO had two con-
current Mission-funded cooperative agree-
ments, both in the same program area.
According to the NGO, the major difference in
the agreements was the difference in personal-
ity of the two USAID project officers. With
one agreement, the project officer was coop-
erative and supportive, and the NGO felt as if
it were carrying out its own program with the
Agency’s help. With the other agreement, be-



cause of micromanagement by the project offi-
cer, the NGO felt distrusted, as if it were not
implementing its own program.

Some USAID staff believe cooperative
agreements should be used with more experi-
enced organizations. Others contradict this,
saying the agreements’ primary use is to allow
the Agency to recognize and correct imple-

menter weaknesses. These views skirt the cen-
tral issue, though: the use of cooperative
agreements should depend on USAID’s de-
sired level of programmatic—not administra-
tive—involvement. Other mechanisms, such
as preaward reviews or the use of graduated
(initially small) awards, should be used when
there are concerns about administrative capa-
bilities of the recipient.

Locatio oft e USAI Manager

Overall, respondents agree that substantial
differences exist between USAID/W and Mis-
sion management of PVO/NGO activities.>
But some interviewees—PVOs, NGOs, and
USAID staff—say the location of the USAID
project officer is not a major factor in success-
ful implementation of PVO/NGO activities.
They feel the personality or management style
of the USAID project officer and the relation-
ship between the project officer and implemen-
ter are more important to implementation
success than the project officer’s location.

PVO and NGO comments regarding loca-
tion of USAID management fall into two
camps. A larger group wants a high level of
USAID involvement in its projects (a hands-on
approach), whereas a smaller group wants
more autonomy and minimal USAID involve-
ment (hands off). Respondents associated Mis-
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sion-funded projects with the more hands-on
approach and identified USAID/W-managed
activities with the hands-off approach.

PVO, NGO, and USAID respondents all
pointed to confusion regarding the respective
roles of USAID/W and Mission staff in man-
aging USAID/W-funded activities. Many
PVOs are not clear about the division of re-
sponsibility between Missions and USAID/W
when both are involved in program manage-
ment. Also, Missions often appear not to be
knowledgeable about USAID/W-funded ac-
tivities being implemented in their countries.

Some Mission staff argue that managing
projects from USAID/W when a field Mission
is present is inefficient and creates unneces-
sary difficulties and duplication during grant
approval and project monitoring. PVOs agree

This section looks only at differences in USAID/W and Mission management of PVO/NGO activities, since
interviewees provided little information on management of regionally funded activities.
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there is time-consuming duplication in com-
munications, clearances, and approvals when
both USAID/W and Missions have roles in a
USAID/W project. In some instances, required
periodic reports travel from the PVO field ad-
viser to the PVO’s U.S. headquarters to a
USAID/W officer and then back to the Mission
project officer who monitors the activity in-
country. Clearances for some USAID/W-
funded activities also are considered a painful
process, as they travel the same convoluted
route as reports.

SID

U.S.-based PVO staff tend to favor
USAID/W-funded activities, owing to their
own U.S. location, which makes it easier for
them to deal with USAID/W than with over-
seas Missions. These PVOs see USAID/W-
managed activities as more efficient, since
they can receive funding for activities in more
than one country, thus reducing or eliminating
the need to obtain funding from individual
Missions. Most PVO staff who favor
USAID/W-funded activities also stress the
benefits of hands-off management by
USAID/W. These PVOs say that USAID/W
provides clear instructions for implementation
as well as advice on, for example, the use of
matching funds to simplify procurement.

anagement

egistration
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ission = anagement

Compared with USAID/W-funded activi-
ties, respondents agree that Mission-funded
activities offer more direct interaction be-
tween implementers and USAID on project
management issues—a more intense, individu-
alized approach. PVO field staff say that sub-
stantive input and timely communicaticns
increase with Mission-funded activities.

The full-time presence of Mission staff ap-
pears to make networking and coordination
easier. Many PVO, NGO, and USAID respon-
dents see the field location of the USAID pro-
ject officer as important to project success,
because the officer is more likely to know local
NGOs and their capabilities. As one NGO staff
member put it, “ The closer to the action it is,
the more effective USAID management is.”

Some PVO staff members say, however, that
implementation changes are difficult to make
at the Mission level. Reasons given are largely
personnel related. Among them: frequent
changes in U.S. direct-hire project officers,
working with USAID personal services con-
tractors or foreign service nationals who lack
authority or experience, and Mission use of
regional contracts officers or legal advisers
who are physically distant and overworked.



Since 1988, annual appropriations legisla-
tion has required USAID to register all U.S.
and foreign PVOs that will receive direct fund-
ing from a Development Assistance account.
However, registration is not a requirement for
organizations not defined as PVOs,4 those re-
ceiving contracts or subgrants, or those receiv-
ing funding for disaster assistance activities.

Registration serves three purposes: 1) it
identifies PVOs (U.S. or indigenous) that en-
gage in or intend to engage in voluntary for-
eign aid operations, 2) it determines whether
PVOs meet certain general operating guide-
lines and accountability standards, and 3) it
certifies eligibility of PVOs to apply for
USAID funding (USAID n.d.).

Registration Requirements

To become a registered PVO, an organiza-
tion must meet eight conditions proving the
entity’s status and demonstrating its financial
integrity. The eight registration conditions for
U.S. PVOs are shown in the box below. Re-
quirements for organizations in developing
countries are essentially the same but may be
modified slightly to reflect local laws and cus-
toms.

Many USAID staff, PVOs, and in particular,
NGOs say they do not understand the rationale
for and process of registration. Registration is
not seen as a major stumbling block to obtain-
ing funds, though, since only a portion of
USAID funding is reserved for registered
PVOs.

The most frequent registration problem is
meeting accounting and financial management
requirements. For that reason, many interview-
ees say that registration is significantly more
difficult for NGOs. Still, many NGOs say they
recognize the appropriateness of USAID re-
quirements that they meet strict financial and

4

legal requirements to receive funding. Some
NGOs say their organizations are better man-
aged as a result of changes implemented while
preparing for USAID registration.

Do registration requirements favor “ma-
ture” organizations? Many PVO and USAID
staff think so. They suggest that USAID tailor
registration requirements to allow smaller, less
experienced NGOs to participate more easily.
In fact, in January 1995, USAID’s Office of
Private and Voluntary Cooperation revised the
PVO registration process, reducing the num-

See the general definition of “PVO” in chapter 1. USAID refers to registered organizations as either “U.S. PVOs”

or “local PVOs.”
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ber of required documents from 18 to 6. The
Agency has other alternatives, as well, such as
use of subgrants (which are not restricted to
registered PVOs) for encouraging participa-
tion of smaller, less experienced NGOs.

The Registration Process

Registration requirements are essentially
the same for U.S. PVOs and indigenous NGOs,
but the process for becoming registered dif-
fers. The Office of Private and Voluntary Co-
operation directly registers all U.S. PVOs:
required documentation is submitted directly
to that office, which reviews the materials and,
if acceptable, issues a certificate,

Indigenous NGOs submit required docu-
mentation to the local USAID Mission, which
may provisionally register them. Once an NGO
receives provisional registration, it is eligible
to receive USAID funding reserved for regis-
tered PVOs. The Mission prepares a report

Preaward Reviews

operations:

integrity, and business ethics

e Internal control procedures

o Procurement system (if applicable)

In addition to PVO registration require-
ments, USAID must carry out preaward re-

views to ensure that recipients have technical
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Preaward Review Elements

detailing how the NGO met USAID registra-
tion requirements, including any special cir-
cumstances due to country-specific cultural or
legal practices. The Mission then forwards this
report to the Office of Private and Voluntary
Cooperation. After review and approval of the
Mission registration report, the office issues a
permanent registration certificate to the NGO.

Most PVOs consider registration fairly
easy, presumably because they generally are
well established and have sound accounting
and management systems in place. For many
NGOs, though, registration is slow, complex,
and costly, and they frequently become over-
whelmed by the requirements. Mission staff,
too, find the registration process difficult.
Many say they take it upon themselves to see
NGOs through the process. One Mission, for
example, appointed a USAID officer specifi-
cally to oversee the registration process. The
officer set up, in effect, a one-stop operation
for NGOs.

USAID staff must review and find acceptable these elements of the proposed recipient’s

¢ Proposed program description and financial plan
e Recipient’s personnel and travel policies (if applicable)

¢ Financial resources, ability to comply with grant conditions, and records of performance,

» Professional and technical experience and competence

e Accounting, recordkeeping, and overall financial management systems

¢ Property management system (if applicable)

and financial management capabilities to pru-
dently manage USAID-funded activities. Al-
though preaward reviews were not an explicit
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interview topic, several interviewees made
spontaneous comments on it. The basic re-
quirements are outlined here to present a fuller
picture of USAID’s preaward activities and to
complement the discussion on registration.

Before receiving a grant or cooperative
agreement, a potential recipient must convince
USAID that it has, or has the ability to obtain,
the overall management competence to plan
and carry out the proposed program. More spe-
cifically, the USAID contracts officer must
determine whether the recipient is able to meet
the Asgency’s accounting and reporting stand-
ards.” This determination can be through a
formal or informal survey, depending on the
circumstances. For example, organizations

T e Negotia i n Process

The great majority of respondents do not
find the award negotiation process difficult. In
fact, many respondents say that if negotiation
is handled well, it can positively affect project
success. The theme of “early collaboration”
between USAID and PVOs/NGOs was heard
frequently throughout the interviews. Imple-
menters say that time spent in proposal devel-
opment and project design, especially in close
collaboration with USAID, makes subsequent
negotiation easier.

Many PVOs and NGOs note there is no con-
sistent structure for the negotiation process;

5

that never have received USAID funding, or
that have not had U.S. government funds for
the past five years, usually are required to have
a formal preaward review.

Some USAID respondents indicate they
regularly follow the Agency’s preaward sur-
vey requirements, particularly when awards
are being made to nonregistered NGOs. How-
ever, the study did not attempt to assess the
extent to which USAID staff follow prescribed
procedures. Consistent use of preaward re-
views, when applicable, would help USAID
determine the management capabilities of po-
tential funding recipients and could lessen the
Agency’s need for extensive implementation
reviews and approvals.

negotiation arrangements vary by Mission and
by project. In some cases, only project officers
are involved in negotiations. In others, both a
project officer and a contracts officer negotiate
with the PVO or NGO, often meeting with
them separately (the so-called serial approach
to negotiation). At other times, several USAID
staff members (project officer, contracts offi-
cer, and controller) are involved in negotia-
tions, often meeting as a team with the PVO or
NGO. All respondents agree that when nego-
tiations are well coordinated—especially
when USAID uses a team approach—the nego-
tiation process works well.

See USAID Handbook 13, chapter 4, for a fuller discussion of preaward reviews.
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Many field-based PVOs and NGOs—par-
ticularly NGOs—find it helpful to have a sin-
gle contact person in the Mission to coordinate
the negotiation process. When there is no sin-
gle contact person, PVOs and NGOs have more
complaints about the negotiation process. For
example, one PVO reported it underwent serial
negotiations with three different USAID staff
members. By the time the process was com-
pleted, the scope of the proposed activity had
changed so dramatically that the PVO chose to
withdraw from the project.

Most respondents report that USAID pro-
ject officers carry the burden for negotiations
and for ensuring coordination among Agency
staff. PVOs and NGOs frequently commented
on the importance of the personality and
knowledge of USAID staff for successful ne-
gotiations. They noted that when the USAID
project officer plays a strong role, negotiations
go more smoothly. Conversely, some PVOs
and NGOs say that when negotiations are not
coordinated within the Agency, too much
power ends up in the hands of the contracts
officer, who frequently does not clearly under-
stand the proposed program.

Some PVOs report that yearly incremental
funding obligations for grants, which require
agreement amendments, greatly increase their
administrative workloads. To justify receiving
the planned incremental funding, PVOs say
they often have to submit and negotiate yearly
miniproposals (presumably referring to annual
work plans), and they suggest that USAID con-
sider ways to streamline the incremental obli-
gation process. However, USAID’s
Procurement Policy office points out there are
no formal U.S. Government or USAID require-
ments tying work plan approvals to incre-
mental funding obligations; it suggests the
USAID contracts officer’s preparation of an
incremental funding amendment for a grant
should be a routine matter.

USAID staff made several suggestions to
streamline the negotiation process. In particu-
lar they emphasized the importance of
preaward reviews. They suggested providing
small amounts of funds to potential implemen-
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ters, as needed, to help them upgrade their
financial systems before awarding a larger
agreement. USAID staff also recommended
developing a simplified set of requirements for
smaller grants (for example, up to $250,000)
and streamlining required documentation for
obtaining grants. In fact, the Procurement Pol-
icy office says that many of these documents
are required annually, not on a per grant basis.
It adds that the Agency is exploring estab-
lishment of a central repository for this infor-
mation.

Conclusions

Major problems in funding instruments
spring from USAID’s inconsistency in choice
of instrument and inappropriate (and inconsis-
tent) use of associated monitoring and report-
ing mechanisms. As a result, successful
implementation appears to depend more on the
personality or management style of the USAID
project officer than on USAID policies and
procedures.

The Agency can take a number of steps to
deal with these problems. It can, for example,
provide clearer guidance on use of each fund-
ing instrument and the necessary controls as-
sociated with each. For cooperative
agreements, for example, the Agency should
draw a clear line between substantive pro-
grammatic involvement and administrative
micromanagement. Another possible step is to
consider establishing a certification program
for project officers in management of grants
and cooperative agreements,

Regarding the location of USAID project
officers, the major concern of respondents is
that in the management of USAID/W activi-
ties, the respective roles of USAID/W and
Mission staff are not clearly distinguished. To
remedy this, the roles of all parties need to be
defined at the start of the activity. The Agency
also should consider establishing guidelines
for Mission monitoring of USAID/W-funded
activities.
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Registration is a legal requirement for U.S.
and indigenous organizations that meet the cri-
teria for classification as PVOs. The key issue
here is that NGOs have a difficult time meeting
registration requirements, particularly those
for accounting and financial management. Al-
though the Agency revised registration re-
quirements for U.S, PVOs in January 1995,
these should be reviewed to determine if they
can be further simplified to encourage and ease
NGO registration—for example, by using
preaward surveys to fulfill all or some of the
registration requirements. USAID also should
consider direct Mission registration of NGOs
as a way to further streamline the process.
Finally, the Agency should continue to use
other funding sources, such as subgrants, to
channel USAID funds to NGOs that do not
meet registration requirements.

14

Because this assessment did not examine
preaward reviews, the extent to which they are
used throughout the Agency cannot be deter-
mined. But interviewees who spontaneously
discussed this topic indicate preaward reviews
are a valuable tool in assessing organizations’
capability to manage USAID funds. Agency-
wide use of preaward surveys could lessen the
need for many administrative implementation
approvals.

Negotiation of funding agreements is not
seen as an especially difficult process. Nego-
tiation seems to work best, though, when the
Agency adopts a team approach or when one
staff member is designated as the contact per-
son.
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I plme a’o
Conc ms

The preceding chapter examined manage-
ment issues before funding is awarded;
this chapter looks at project implementation.
General implementation concerns include fac-
tors in implementation success, management

principles, USAID staff roles, time manage-
ment, USAID regulations, and procurement is-
sues. Subsequent sections deal with
implementation approvals, reporting require-
ments, financial management, and auditing.

Ge er 1Imp e entati n Concer s

Implementation Success

PVOs, NGOs, and USAID staff consistently
say implementation success requires careful
development of activity design, work plan, and
budget before the award of project funding.
Many NGOs also believe that monitoring in-
puts and outputs and assessing project results
can positively affect implementation.

Strengthening the Public-Private Partnership

Many respondents suggest paying more at-
tention to project development, to avoid imple-
mentation problems. In that way, benchmarks
and reporting requirements (for example) are
clearly laid out before the funding agreement
is signed. NGOs, in particular, say they would
like USAID to help them develop and monitor
project benchmarks.

Almost all respondents feel strongly that
project success is due in large part to collabo-
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rative and competent project staff—on the part
of both the implementer and USAID—rather
than the use of any particular implementation
system or mechanism. Many PVOs and NGOs
add that having a USAID project officer in-
country aids implementation.

Some PVOs and NGOs cite the positive ef-
fect of regular project implementation meet-
ings. PVOs and NGOs also advocate
Mission-sponsored coordinating or network-
ing meetings for donors and implementers
working in the same sector.

Many PVOs and NGOs contend the overall
quality of implementation would improve if
USAID would allow them to more freely direct
and manage their own activities. Respondents
frequently used words like “respect,” “auton-
omy,” and “trust” to reflect this view. But
USAID project officers believe that strict
Agency accountability requirements often pre-
clude more autonomy for implementers.

Management Principles

According to USAID guidance for grants
and cooperative agreements, there are three
aspects of prudent management of grants and
cooperative agreements: 1) self-restraint in
imposition of program controls, 2) prudent
financial management of public funds, and
3) minimal requirements for approvals, re-
ports, and restrictions.

Self-restraint in imposition of program con-
trols means that if a great deal of operational
control is required, USAID should use a con-
tract instead of a grant or cooperative agree-
ment. Limiting requirements means that
USAID officers should avoid imposing re-
quirements for program approvals, reports, or
restrictions that go beyond applicable circulars

6
4 Source: USAID Handbook 13, chapter 1, section b.2.b.

of the Office of Management and Budget
(OMB) or the needs of prudent fiscal manage-
ment.

Prudent financial management involves a
number of principles related to stewardship of
public funds. To exercise prudent manage-
ment, USAID officers should provide adequate
information on the Agency’s assistance proce-
dures to prospective recipients and ensure that
prospective recipients have technical, manage-
rial, and fiscal competence. Agency officers
should make sure all understandings between
the recipient and USAID are put in writing.
USAID also should: 1) review at least an an-
nual substantive report on the recipient’s op-
erations and management; 2) ensure adequate
financial controls, such as recordkeeping, fi-
nancial reporting, audits, limitations on expen-
ditures, and provisions for return of funds;
3) ensure evaluation of program effective-
ness; and 4) have provisions for termination
of the award.

These principles are consistent with OMB
Circular A-110, which outlines requirements
for management of grants and cooperative
agreements. The same provisions also are in-
corporated into USAID’s mandatory and op-
tional standard provisions, which form part of
each grant or cooperative agreement.

USAID Staff Roles

Oversight of a grant or cooperative agree-
ment is shared between the project officer and
the contracts officer.’ Although each has dis-
tinct responsibilities, close cooperation is es-
sential. The contracts officer is responsible for
three areas: 1) interpreting provisions of the
agreement, 2) resolving questions in connec-
tion with agreement financing (such as final
determination of overhead rates), and 3) re-

This summary of the roles of contracts officers and project officers is taken from Handbook 38, supplement A,
chapter 3. A useful table illustrating the respective roles of the contracts and project officers can be found in

appendix B of USAID Handbook 38S.

16

Program and Operations Assessment No. 13



ceiving and analyzing financial and audit re-
ports. USAID custom is for recipients to com-
municate directly with the contracts officer on
these issues.

The project officer is responsible for work-
ing with the recipient on all program or tech-
nical matters related to the agreement. This
includes making site visits, administratively
approving vouchers, maintaining routine liai-
son with the recipient, ensuring that the recipi-
ent submits required reports, and referring the
recipient’s questions on interpretation of the
agreement to the contracts officer.

But many PVOs and NGOs say the system
is seldom this clear-cut. Most find they con-
tinually have to deal with a number of different
USAID staff members (project officer, con-
tracts officer, controller) on various project
issues, and they find this confusing. They
would prefer to have one contact person, pref-
erably the project officer. Although this runs
counter to the Agency’s customary practice, a
one-stop system for recipients would work if
USAID staff are clear regarding their respec-
tive roles.

Some interview respondents find that
USAID staff are overwhelmed by the Agency’s
internal systems and requirements. This is
seen as a disincentive for staff involvement in
certain activities, particularly in making site
visits. Some USAID staff (and a surprising
number of PVOs and NGOs) say USAID staff
manage too many projects to be effective with
any single one. When forced to choose among
possible monitoring activities, the USAID sys-
tem generally forces staff to concentrate on
meeting a project’s accountability require-
ments. Although all categories of USAID
staff—U.S. direct hires, personal services con-
tractors, and foreign service nationals—were
interviewed, the extent to which this concern
applies to all staff is not clear.

In general, PVOs and NGOs hold that
USAID staff tell them what to do, rather than
engaging in a dialogue to help them learn how
to do something. This observation was coun-
tered, though, by some NGO staff, who report
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that USAID staff have been helpful in imple-
mentation of their projects.

Many PVOs and NGOs note that during the
course of an activity, they deal with a series of
USAID project officers because of staff turn-
over. This adversely affects project implemen-
tation. For one thing, each new project officer
must get up to speed on the project; for an-
other, each new officer brings a unique man-
agement style to the activity. The role of
foreign service national staff, who ostensibly
could provide needed continuity, was not ex-
plicitly addressed by interviewees.

Time Management

Almost every respondent reports some time-
management problems. PVOs, NGOs, and
USAID staff all say too much time is spent on
financial management, reports, procurement,
and project design/proposal preparation. For
PVOs procurement issues are the principal
source of excessive implementation time;
NGOs report that financial management is the
most time consuming. USAID staff say that
meeting internal USAID reporting require-
ments is their biggest time-management con-
cern,

An overwhelming number of respondents—
from USAID as well as PVOs and NGOs—say
they spend insufficient time monitoring out-
puts and assessing impact. Almost all USAID
staff say they would rather spend time assess-
ing a project’s results, but they don’t find the
time. Respondents generally agree that USAID
should be more involved in the programmatic
substance of project activities, rather than in
administrative micromanagement.

USAID Regulations

In general, USAID staff and PVOs say
USAID regulations are too complex for most
small organizations to understand and follow.
Some PVOs report that regulations on compen-
sation, in particular, create difficulties in hir-
ing and keeping competent, educated local
employees. In addition, some NGOs report
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that USAID staff spend little or no time ex-
plaining how the USAID system works. How-
ever, in general, NGOs believe that meeting
USAID’s administrative and accountability re-
quirements leads to institutional strengthen-
ing.

Many NGOs say they are given little or no
orientation to USAID regulations before the
start of the activity and that they are unpre-
pared for the challenge of meeting USAID’s
administrative requirements. Many USAID
staff and PVOs support this assertion. They
say that, in general, NGOs are technically ca-
pable but lack experience dealing with USAID
management requirements. Moreover, some
respondents complain that the Agency’s ad-
ministrative and regulatory materials are avail-
able only in English, making the problem
worse.

Procurement Issues

Most comments on procurement matters
were anecdotal accounts involving vehicles,
computers, and other equipment that is expen-
sive and cannot be serviced in-country. Other
comments concerned USAID regulations

A provals nd Re orts

Approvals

Although many PVOs and NGOs say they
are concerned about the need to obtain USAID

18

themselves, particularly the Buy American re-
quirement. Most implementers say it is ex-
tremely costly and time consuming, even
though they understand why it exists.

Most respondents, including USAID staff,
believe the level of competition required for
small procurements is not efficient, since too
much time is spent monitoring small sums of
money. Some implementers are unhappy about
costs and delays caused by bidding procedures
they are forced to follow for minor items. Re-
spondents note that obtaining exemptions for
relatively small procurements sometimes re-
quires more justification than for larger ones.
To avoid procurement problems, some PVOs
purchase goods and services with non-USAID
(or cost-sharing) portions of their funding.

In January 1994, the Agency established a
procurement-reform task force. One task force
initiative is streamlining USAID’s procure-
ment procedures. The task force conducted a
vendor town meeting in March 1994 to gather
information from contractors, PVOs, and oth-
ers on procurement problems. Several reforms
have been carried out recently; they are dis-
cussed in the following section.

approvals more than once for the same imple-
mentation actions, most agree that the
Agency’s approval system is workable, once
they know the system. However, “knowing the
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system” may be an elusive goal for most im-
plementers. The majority of PVOs say criteria
for required approvals are never defined, and
there is great variability from activity to activ-
ity in the types of required approvals and their
timing. Many PVOs and NGOs believe their
relationship with the USAID project officer, or
the project officer’s management style, is the
greatest determinant of the level of implemen-
tation approvals: the better the relationship,
the more flexible the project officer and the
fewer the number of required approvals.

Many PVOs complain that obtaining imple-
mentation approvals is time consuming, cum-
bersome, and leads to unnecessary project
delays. They note they often must obtain fol-
low-up approvals for actions approved during
negotiations. Among items frequently requir-
ing such double approval are procurements,
personnel compensation, selection of trainees,
overall project work plans, and plans for spe-
cific project activities.

Difficulty in obtaining approvals arises, for
example, when Mission approval is required
for individual subgrants made by a PVO acting
as an umbrella grantee. According to the Pro-
curement Policy office, however, USAID ap-
proval of individual subgrants is not required
under OMB Circular A-110, so long as the
description and budget for the grant or coop-
erative agreement include provisions for sub-
grants.

USAID staff and implementers expressed
confusion as to whether and when advance
approval is required for international travel—
even though the requirement for advance
travel approval was simplified in 1992 and
reiterated to USAID staff in 1994, According
to the revised policy, recipients must notify the
USAID project officer in advance of interna-
tional travel plans, but they need not obtain
formal approval before beginning travel. For
USAID/W-funded activities, the project offi-
cer is responsible for checking with the Mis-
sion(s) and notifying the implementer if travel
is not approved. Disapproval is expected to
occur only on an exceptional basis—for exam-
ple, for security reasons.
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Some PVOs suggest that USAID provide
clarification on which approvals are manda-
tory (either required by law or part of USAID
regulations) and which are subject to flexibil-
ity on the part of the project or contracts offi-
cer. These PVOs also say clarification is
needed on which USAID officer is authorized
to issue approvals. In addition, several USAID
staff members suggest the Agency review and,
if appropriate, approve the implementer’s
overall system (for example, the procurement
or travel or personnel system) rather than re-
quiring approvals for individual actions under
the system.

In August 1994 USAID announced several
reforms in administering grants and coopera-
tive agreements (see box, next page). They
deal primarily with approval and reporting re-
quirements. One change is new procedures for
approving recipients’ financial systems and
procurement, personnel, and travel policies so
that additional approvals during implementa-
tion will no longer be required.

Reports

Requirements for progress reports are speci-
fied in OMB Circular A-110 and form part of
USAID Handbook 13, chapter 1. Recipients
are required to submit a progress report for
each grant or cooperative agreement. The re-
port presents a brief comparison of actual ac-
complishments with the goals for the period,
reasons why goals were not met, and other
pertinent information.

According to the circular, progress reports
are to be submitted for the same period and
with the same frequency as required financial
reports. Generally, this means that progress
reports are required on a frequent basis. How-
ever, the revised OMB Circular A-110 elimi-
nates the requirement for submitting these
reports on the same schedule. That makes it
possible for grantees to submit reports at more
appropriate intervals, perhaps annually. The
Agency incorporated the circular into its own
directives in February 1995.
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Several PVOs say they would like less con-
fusing, more consistent reporting formats and
reporting systems that are compatible with
those required for other purposes, such as for
the host government. Some PVOs and NGOs
suggest that USAID develop consistent report-
ing formats for each type of report.

Overall, USAID staff say they find required
progress reports useful. Among other things,

Recent Changes in Approval

and Reporting Requirements

e Systems approvals. Procedures have
been developed for one-time ap-
J proval of recipients’ financial sys-
tems and procurement, personnel,

and travel policies.

e Salary approvals. Unlike contracts,
there is no requirement under grants
and cooperative agreements for ap-

J proval of contractors’ salaries above
the FS-01 level.

e Individual consultants. No approv-
als are required for hiring individual
consultants.

o Key personnel approvals. No more
than five people, or 5 percent of the
total number of employees, may be
designated as key personnel over
which USAID is permitted to exer-
cise approval. In addition, there is
no requirement to submit multiple
candidates for key positions.

International travel. The recipient
must notify the project officer of
travel plans but is not required to
obtain approval.

o Trip reports. These should be in-
cluded in regular technical reports,
not submitted separately.

Source: USAID General Notice of Au-
gust 8, 1994,

20

they help staff monitor activity progress more
easily and economically than through site vis-
its. Many PVO and NGO respondents also find
the reports useful for internal project manage-
ment.

Although most Agency project officers dis-
pute this, a large majority of PVOs and NGOs
report they receive little or no feedback from
USAID on their reports, especially in regard to
implementation concerns. Project officers who
don’t provide feedback say it is because they
lack time to read the reports. This was verified
by one PVO staff member, who spotted a pile
of obviously unread reports from his organiza-
tion stacked in a corner of his USAID counter-
part’s office. (But one USAID officer noted
that no feedback was provided because “the
reports are so good.”)

Some NGOs state that particular USAID
Missions have streamlined reporting require-
ments. One NGO notes it can submit one five-
page report covering all its USAID-funded
activities. This has simplified the reporting
process and made it more useful while allow-
ing NGO staff to concentrate more on program
activities. Another NGO is allowed to use its
own reporting system rather than a format
specified by the Agency. Still another submits
the same progress and financial reports to
USAID that it submits to its board of directors.

Project Evaluations

Although not an interview topic, many in-
terviewees volunteered opinions about project
evaluations. PVOs and NGOs generally seem
to like having an evaluation requirement as
part of their grant or cooperative agreement.
NGOs, in particular, say that without USAID’s
help, they do not always have the resources to
conduct evaluations, but that evaluation find-
ings help them document project achievements
and can assist with fund-raising. PVOs agree
that they learn a great deal from evaluations,
and they apply this learning to their organiza-
tions and to subsequent projects.

Some PVOs suggest that midterm evalu-
ations be undertaken for more activities. They
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see this as useful for modifying or correcting
the course of the activity. In addition, some
PVOs suggest conducting more end-of-project

Financi 1 Management

Financing Arrangements

USAID uses several financing schemes, de-
pending on the financial management capabil-
ity of the recipient.8 The most restrictive and
least convenient schemes are reserved for
those that do not meet USAID’s financial man-
agement standards. The methods of financing
PVO and NGO activities, in order of prefer-
ence, are letters of credit, advance by U.S.
Treasury check, and reimbursement by Treas-
ury check.’

Letters of credit can be used only by U.S.
organizations that meet a number of require-
ments, including total yearly USAID advances
of at least $50,000 and a continuing relation-
ship with USAID for at least one year. U.S,
PVOs that do not meet the requirements for
letters of credit, as well as NGOs, are consid-
ered for the “periodic advance” payment
scheme. Recipients must meet the financial
management requirements outlined in Hand-
book 13, chapter 1, and eligible recipients are

impact evaluations to establish a track record
of PVO accomplishments and improve the de-
sign of future activities.

required to submit requests for advances at
least monthly. NGOs and PVOs that do not
meet the requirements for either a letter of
credit or periodic advances must follow cost
reimbursement procedures.

Financial Reports

Each payment method has its own financial
reporting requirements. For letters of credit,
two quarterly financial reports are required,
the Financial Status Report (SF-269) and the
Federal Cash Transactions Report (SF-272).
U.S. recipients of periodic advances must sub-
mit the same two quarterly financial reports.
However, non-U.S. recipients of advances in-
stead are required to submit the Public
Voucher for Purchases and Services Other than
Personal (SF-1034 and SF-1034A) on a quar-
terly basis. In addition, the voucher must be
accompanied by a Federal Cash Advance
Status Report (format provided in the Standard
Provisions).

Requirements for establishment and operation of financial management systems, based on OMB Circular A-110,
are extensively documented in USAID Handbook 13. In addition, payment provisions are outlined in Treasury
g Circulars 1075 and 1083 and summarized in Handbook 13. Audit requirements are found in OMB Circular A-133.

These methods are explained in more detail in OMB Circular A-110 and the Standard Provisions for U.S. and

non-U.S. NGOs, contained in Handbook 13.
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Under the cost reimbursement scheme, U.S.
recipients are required to submit the Request
for Advance or Reimbursement (SF-270) on a
monthly basis. Indigenous NGOs are required
to submit a voucher (SF-1034 and SF-1034A)
on a monthly or a quarterly basis.

About a third of PVO and NGO respondents
say that monthly financial reports are required
for their activities. They criticize this as incon-
venient and inefficient. From the other side,
Mission controllers in two countries argue that
monthly financial reports are useful for keep-
ing track of project activities. They say
monthly reports usually are required when the
implementer lacks strong financial manage-
ment skills.

Not surprisingly, most PVOs and NGOs say
USAID’s financial reporting requirements are
excessive. In addition, many NGOs argue that
reporting requirements are disproportionate to
the level of funding and the nature of project
tasks, since small grants have the same finan-
cial reporting requirements as large ones. Nu-
merous respondents suggest streamlining
financial reporting requirements or developing
different financial accountability require-
ments for small grants.

Financial Management

Respondents generally agree that too much
time is spent on financial management con-
cerns. Most PVOs say they are not particularly
impressed with the benefits of USAID finan-
cial management, primarily because they al-
ready have well-established financial systems.
However, most USAID officers and many
NGOs say that strong financial management is
needed for most NGOs, particularly smaller,
less experienced organizations. Most USAID
staff feel USAID’s attention to financial man-
agement has led to increased NGO account-
ability and to the overall institutional
development of NGOs. Some NGOs say they
have put together solid, effective financial sys-
tems to meet USAID’s requirements. These
systems, they believe, will serve them well in
the future.
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There were numerous suggestions for im-
proving financial management requirements.
Contracts officers recommend establishing a
central repository of financial management re-
sources (like a library), so that NGOs don’t
have to reinvent the wheel every time they
apply for USAID funds. They suggest that
NGOs use these resources as their own
preaward tool.

Audits

USAID’s audit requirements are contained
in OMB Circular A-133. It establishes uni-
form standards for single or organizationwide
audits (as opposed to audits on a grant-by-
grant basis). It also requires organizational
audits for all U.S. and non-U.S. recipients of
grants or cooperative agreements that receive
$25,000 or more annually in federal funds. The
same requirement applies to subrecipients.

PVO and USAID staff had mostly negative
comments about audits, but most NGO com-
ments about audits were positive. Respondents
generally find the quality of audits satisfac-
tory, however, and many implementers say that
audits help improve their financial manage-
ment and strengthen their organization’s inter-
nal controls.

In many cases, project officers do not know
the results of audits. They are notified by the
controller’s office only if problems are found.
USAID staff who read audit reports say audits
help their management of PVO/NGO activi-
ties. They note that audits provide legitimacy,
help the organization develop its institutional
capabilities, and help the project officer deter-
mine what needs to be done, since problems
are identified and recommendations can be
made and implemented immediately.

The major complaint of interviewees is the
expense of conducting audits for organizations
that receive small amounts of funding. Several
respondents provided examples of audits cost-
ing as much as or more than the grant itself.
Owing to concerns about audit costs for small
awards, USAID in May 1994 relaxed its re-
quirements for A-133 audits of non-U.S.
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NGOs. As a result, NGOs that receive direct
USAID awards now must comply with A-133
audit requirements only if they receive
$100,000 or more in USAID funds under one
agreement annually (or more than an annual
total of $250,000). The threshold for U.S.
PVOs and for NGO subgrantees remains at
$25,000; however, according to the Procure-
ment Policy office, the subgrant audit provi-
sion may be changed soon,

Conclusions

Interviewees identify several factors that
appear to be related to implementation suc-
cess: well-developed activity designs, work
plans and budgets, and collaborative, compe-
tent USAID and implementer staff. USAID
and PVO/NGO professionals would do well to
keep these factors in mind as they develop new
activities.

More specifically, PVOs and NGOs are con-
cerned about the number of USAID staff they
must regularly deal with. They would prefer to
have one contact person, preferably the project
officer. USAID Missions should investigate
the possibility of establishing a one-stop shop
for each activity. For this to succeed, however,
roles of Mission staff must be clearly defined.

Implementers also are concerned that
USAID regulations are too complex for small
organizations to digest quickly. In addition,
many NGOs say they receive little or no ad-
ministrative orientation from the Agency be-
fore the start of their activity. USAID’s
procurement reform task force is working on
reforming many of the Agency’s procurement
requirements. In the meantime, regular orien-
tations by USAID staff would help organiza-
tions new to USAID better understand and
respond to the administrative requirements of
their agreements.

Many implementers say they do not under-
stand USAID’s approvals “system.” For ex-
ample, it’s unclear which approvals are
mandatory and who can grant approvals. Im-
plementers argue that too much seems to de-
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pend on project officers’ personal preferences.
USAID reporting requirements and the time
spent on them also are seen as excessive. In
this regard, the Agency recently made several
changes in key implementation approvals and
reporting requirements. That should eliminate
the need for too many repetitive implementa-
tion approvals.

Another way to simplify PVO/NGO report-
ing requirements is for USAID to develop
standard reporting formats for each report
type. This would eliminate agreement-specific
requirements and allow implementers to com-
plete the same report for all USAID-funded
activities.

Many PVOs and NGOs volunteered com-
ments about the importance of project evalu-
ations. They believe USAID should provide
more funding for midterm and end-of-project
evaluations as an integral part of grants and
cooperative agreements. That would provide a
basis for making midproject corrections, meas-
uring project results, and providing guidance
for future programs. Project officers should
include sufficient funds for project evaluation
in activity budgets and make sure resultant
evaluation reports are widely disseminated in
the PVO/NGO community, the donor commu-
nity, and within USAID (as by providing CDIE
copies of evaluations that can be made avail-
able electronically).

Although many PVOs and NGOs say
USAID’s financial reporting requirements are
excessive and time consuming, these com-
ments presumably come from the one third of
respondents who say their organizations are
required to submit monthly financial reports.
(Monthly reports are a requirement of the “re-
imbursement” method of financing, which is
reserved for implementers that do not meet
financial management criteria for obtaining
fund advances.) Frequent reports of financial
management problems indicate USAID staff
should work more intensively with PVOs and
NGOs to improve their financial management
skills—for example, by providing small
awards for development of acceptable finan-
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cial management systems or by offering peri-
odic training sessions.

NGOs generally see audits as a positive
management tool, even though implementers
in general complain about the frequency and
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expense of audits, especially for small awards.
However, USAID recently has relaxed its audit
requirements for NGOs receiving direct
USAID funding.
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his chapter examines several additional
facets of the USAID-PVO/NGO rela-
tionship: sustainability; other donors’ work
with NGOs; use of financial intermediaries, or
“umbrellas”; and PVO/NGO collaboration in

raegic ol b ion

The August 1993 USAID-PVO task force
(USAID and the Private Voluntary Community
1993) discussed how to improve the strategic
collaboration process—in particular, how
PVOs and NGOs can play stronger roles in
shaping and defining the Agency’s develop-
ment priorities. One recommendation was that
USAID develop and issue a framework for
strategic dialogue among PVOs, NGOs, and
USAID, including principles for a formal con-
sultative process

In November 1993 Administrator J. Brian
Atwood outlined the Agency’s new principles
on participatory development (Atwood 1993).
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establishing USAID development strategies.
Information on these topics was collected
through literature review as well as additional
field interviews.

Among the principles is practicing a “respect-
ful partnership” with indigenous and U.S. or-
ganizations in defining USAID’s global
objectives and country strategies. During data
collection for the study, interviewers gauged
the quality of the partnership by asking PVOs,
NGOs, and USAID staff about the extent of
PVO and NGO involvement in the formation
of the Agency’s development strategies in the
U.S. and developing countries. Evaluators also
asked about the organizations’ satisfaction
with the current level of input. Conducted
from December 1993 through May 1994, inter-
views came shortly after the participatory de-
velopment principles were issued.
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Overall, it is apparent that USAID still
tends to form its development strategies with-
out extensive consultation with PVOs or
NGOs. But there were numerous observations
that the climate for strategic collaboration has
changed dramatically in recent months. A
much more positive dialogue between USAID
and PVOs/NGOs has developed.

USAID senior managers who were inter-
viewed support these observations. In general,
senior managers feel that PVOs have had a
reasonable level of influence in the formation
of USAID’s strategic plans, although probably
not so much as the PVOs would have liked.
NGOs, by contrast, have had far less influence.
A majority of the senior managers feel the
Agency needs to increase its efforts in this
area.

Although a formal consultative process has
not been widely adopted throughout the
Agency, there were promising examples of
Missions holding formal meetings with PVO
and NGO counterparts to obtain input on coun-
try strategies. In addition, many PVOs and
NGOs feel they have an informal influence on
country development strategies through con-
tacts with Mission staff. Many USAID staff
cited specific instances in which PVOs or
NGOs provided them with significant informa-
tion and guidance that resulted in changes or
improvements to Mission development strate-
gies.

Many interviewees note that when positive,
collaborative dialogue occurs, it is due to the
initiative of USAID staff. They note too that a
wide range of consultation practices exists,
depending on the preferences of the USAID
project officer. Overall, most PVOs and NGOs
say they would welcome USAID efforts to in-
itiate more dialogues with PVO and NGO
counterparts while developing country strate-
gies.

PVOs

About two thirds of the PVOs interviewed
say they have some degree of input in the

26

formation of USAID’s development strategies,
either in the United States or in a developing
country. Barely half, however, say their input
level is satisfactory. Many PVOs praised the
efforts of InterAction and the Advisory Com-
mittee on Voluntary Foreign Aid to represent
them in the USAID-PVO dialogue. In general,
PVOs are more concerned about increasing
strategic collaboration than NGOs are.

About two thirds of USAID staff say PVOs
have some input in USAID strategy develop-
ment. USAID staff are a little more likely than
PVOs to say the level of PVO involvement is
satisfactory. However, some USAID staff feel
PVOs already have too much influence on
USAID policy formulation, especially given
new policy guidance that encourages direct
work with NGOs. These staff believe PVOs
tend to promote their own agendas.

NGOs

There is some discrepancy between percep-
tions of NGOs and USAID on NGO input into
USAID’s country development strategies.
While more than half of the NGOs interviewed
say they have no input into USAID’s country
development strategies, about the same pro-
portion of USAID staff say that NGOs do have
some influence. In any case, neither NGOs nor
USALID are satisfied with NGOs’ current level
of consultation; more than half of NGOs and
USALID staff say the level of input from NGOs
is not satisfactory.

In general, NGOs don’t believe USAID ap-
preciates what they can bring to a strategy
dialogue. USAID staff dispute that assertion,
saying they appreciate and willingly consider
the views of smaller, specialized NGOs that
know their country settings well.

Several NGOs note that their own commu-
nities should be better organized; they would
have a greater chance of making a difference
if they could present themselves as a united
front. Several NGOs and PVOs suggest that
USAID serve as a host or mentor for country
networks of PVOs and NGOs.
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ustainability

When designing this assessment, USAID
staff gave special attention to the issue of sus-
tainability. This section summarizes findings
from interviews with NGO, PVO, and USAID
staff; a field survey of more than 20 completed
projects; and an extensive literature review.
Topics covered here are cost sharing, project
design considerations, and implementation
concerns, including project management and
the role of monitoring and evaluation. Appen-
dix D1 contains a fuller discussion of these
issues,

In field interviews, PVOs and NGOs distin-
guished three types of sustainability: benefit,
organizational, and financial. 10 Defining “sus-
tainability” as the continuation of benefits is
the most comprehensive view; it also is the
definition most often used by PVO and NGO
respondents and is considered the most preva-
lent in USAID programs. However, both PVO
and USAID staff recognize that achieving
benefit sustainability takes a great deal of
time, effort, and resources. Many PVOs and

10

NGOs say that achieving benefit sustainability
takes from 10 to 20 years. PVOs and NGOs
argue that the USAID programming cycle runs
counter to this need, since project funding av-
erages around three to five years.

Cost Sharing

The cost-sharing concept calls for PVOs
and NGOs to make financial or in-kind contri-
butions to the overall costs of a project. For
some time, USAID’s Handbook 3 has included
a 25 percent cost-sharing requirement for
awards to U.S. and indigenous organizations
registered as PVOs.

PVO, NGO, and USAID interviewees over-
whelmingly agree that USAID should require
cost-sharing for PVO/NGO activities. Respon-
dents who favor cost-sharing in general, how-
ever, oppose it under certain circumstances,
such as unique or difficult country settings or
for young or small organizations.

Definitions of “sustainability” are discussed more fully in appendix D1. Briefly, “ organizational (or institutional)
sustainability” refers to the continued existence of the PVO or NGO. “Financial sustainability” refers to the
organization’s ability to recover costs, allowing it to continue to provide services. Project financial sustainability
is achieved when an activity is financially supported by those it serves, including in-kind support or financial or

technical assistance.
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In general, respondents believe USAID
should have flexible cost-sharing guidelines.
Some suggested that the Agency review its
cost-sharing requirements on a case-by-case
basis. Interviewees recommend that cost-shar-
ing requirements be established at the Mission
level, with enough flexibility to take into ac-
count a PVO’s or NGO’s capacity and the ac-
tivity’s goals and objectives. In some cases,
USAID may want to provide full funding
(without cost sharing) to an organization be-
cause it is implementing a USAID initiative or
because it simply is unable to contribute to
costs.

In July 1994, in response to recommenda-
tions of a joint PVO-USAID task force,
USAID eliminated the 25 percent cost-sharing
requirement for registered PVOs. Instead, all
PVOs and NGOs will follow USAID Policy
Determination 16, which encourages the “larg-
est reasonable and possible financial participa-
tion” of recipients. In collaboration with
PVOs and NGOs, USAID staff now have the
flexibility to develop situation- or organiza-
tion-specific cost-sharing formulas for
PVO/NGO activities.

Project Design Considerations

Asked if they believe sustainability is an
appropriate goal for USAID-funded
PVO/NGO activities, interviewees over-
whelmingly said “yes.” PVOs and NGOs feel
strongly about achieving greater sustainabil-
ity, and they made a variety of suggestions for
improvements. Among them: involving the
target community, ensuring that beneficiaries
are decision-makers, emphasizing empower-
ment of women, using community volunteers
for project implementation, coordinating with
appropriate government programs, developing
management information systems, and ensur-
ing adequate training.

Project planners need to address sustain-
ability early in the design of new activities.
They should include such issues as

e Level of community demand for the pro-
ject’s benefits
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o The project’s probable contributions to
sustainable development of the local
area

e Host government attitudes toward NGO
activities

¢ Project benefits that must be sustained
by the local community

Field case studies indicate that beneficiary
participation in the design and implementation
of projects is an important ingredient of suc-
cess. Beneficiaries, after all, have the most to
gain or lose from an activity. Their participa-
tion increases the probability that interven-
tions will be relevant to local needs. It also
provides a sense of local ownership.
PVO/NGO implementers also need to work in
partnership with community groups, private
associations, local government, and other do-
nors.

Respondents stressed that the implementa-
tion effectiveness of a PVO or NGO is critical
to sustainability. USAID project planners must
consider a number of factors when selecting an
implementer. Some topics suggested for the
screening process are the organization’s lead-
ership, experience in the sector, current fund-
ing sources, ability to recover its program
costs, number of years in the community, and
whether the organization has a strong local
constituency. In essence, program planners
need to look for organizations (and leaders)
with the following qualities:

e They have an entrepreneurial spirit

e They are motivated by the desire to cre-
ate significant grass-roots change

e They are pragmatic and have problem-
solving skills

e They are strategic planners able to de-
velop management structures appropri-
ate to carrying out their ideas

USAID senior managers were asked if there
are differences between PVOs and NGOs in
achieving sustainability. The consensus is that
neither PVOs nor NGOs are very successful in
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ensuring benefit sustainability. However, sig-
nificantly more senior managers feel that
NGOs are more successful in achieving sus-
tainability and have far greater potential to do
so.

Project designers need to maintain realistic
expectations of the time necessary to achieve
results. Since benefit sustainability is a long-
term process, activities often need to continue
beyond the three- to five-year funding span
normal for USAID awards. Also, prospects for
self-funded project activities—and the phas-
ing out of donor (and PVO/NGO) funding—
should be considered during project design.
Possible alternate funding sources are income-
generating schemes, cost-recovery approaches
(such as fees for service), use of endowments,
and local fund-raising.

Management Considerations

The Agency’s management of PVO and
NGO activities can affect their sustainability.

rella Mechanis s

During the design of this assessment, nu-
merous questions were raised about USAID’s
increasing use of umbrella mechanisms for
PVO and NGO activities,particularly as it re-
lates to management efficiency. This section
summarizes the major findings from the
study’s literature review and field interviews.
A fuller discussion is found in appendix D2,

An umbrella is a funding mechanism de-
signed to deliver relatively small amounts of
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Management considerations include the
Agency’s rules and regulations, its short-term
funding approach, attention to monitoring and
evaluation, and measuring project impact.
These topics are discussed more fully in ap-
pendix D1.

Several case studies and interviews suggest
that USAID’s procedures and regulations can
have a negative, indirect effect on sustainabil-
ity—for example, if grantees are not permitted
to adapt their projects to changing conditions.
From the time of project conception, all part-
ners need to agree on the activity’s objectives.
Objectives closely linked to the immediate
needs of local communities have a greater like-
lihood of being sustained. Benchmarks must
be established during project design to facili-
tate progress monitoring, and indicators that
assess sustainable impact are particularly im-
portant for monitoring and evaluation.

USAID funds to a number of organizations,
such as PVOs and NGOs, through one finan-
cial award to a lead organization. Most com-
monly, a PVO receives a block grant award
from USAID and subsequently makes smaller
subgrants to NGOs or PVOs for project imple-
mentation. In addition to providing funds
through subgrants, the lead organization often
is responsible for providing administrative and
technical assistance to subgrantees.
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Reported advantages to using umbrella
mechanisms are numerous. They include re-
ducing the Agency’s management and techni-
cal assistance demands, since USAID deals
with only one grantee; USAID funding of a
wider range of local organizations, including
those not registered with USAID; providing
NGOs the opportunity to work in partnership
with a more experienced lead PVO or NGO;
and relieving subgrantees of some of the ad-
ministrative requirements of direct grants. One
possible disadvantage of using an umbrella
mechanism is that USAID may not receive
“credit” for funding subgrant activities. From
the NGO perspective, umbrella grants may
hurt their ability to develop long-term rela-
tions with donors, since the lead organization
can compete for funding and visibility.

Umbrella Models

There are several models for managing um-
brella grants. The lead organization may be a
contractor, a PVO or an NGO, or an associa-
tion of PVOs or NGOs. The most common
arrangement is use of a PVO, although some
larger or more experienced NGOs also serve as
lead organizations.

USAID/Bangladesh has developed a range
of options for working with NGOs, including
use of umbrella activities. Although the Mis-
sion has direct funding relationships with only
12 PVOs/NGOs, through these agencies
USAID resources reach hundreds of indige-
nous NGOs. For example, the Mission’s Fam-
ily Planning and Health Services project
provides direct funding to five organizations
(two PVOs, two indigenous NGOs, and an in-
ternational NGO). They in turn provide fund-
ing to 106 indigenous NGOs operating at more
than 300 project sites.

A number of factors should be considered in
choosing a lead organization. They include
characteristics of the local NGO community,
the presence of PVOs and the nature of their
local relationships, and the compatibility of
USAID’s objectives with those of the lead or-
ganization. In general, NGOs are likely to be
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more familiar with local needs, whereas PVOs
tend to be better managed but more expensive.

Project Management Concerns

A majority of USAID staff believe that um-
brella arrangements improve activity manage-
ment and that using an umbrella works well in
controlling costs. The cost efficiency of um-
brella activities is a complex issue, though,
and has not been adequately addressed in the
literature.

USAID senior managers generally agree
that most Missions prefer funding NGOs di-
rectly rather than through an umbrella arrange-
ment, which is usually managed by a U.S.
PVO. But the reality of Mission management
capacity (or lack of it) to work directly with
NGOs often limits this preference and leads in
most cases to use of a PVO intermediary.

One problem cited by Mission staff is their
limited ability to monitor technical quality of
umbrella subgrant activities, which they say is
necessary when the lead organization does not
have this capability. Several implementers ar-
gue, however, that Mission staff need to let go
of their overinvolvement, since monitoring
subgrants is the responsibility of the lead or-
ganization. It seems reasonable to expect
USAID to select lead organizations with ade-
quate monitoring capabilities.

Lack of coordination and communication
problems also were cited by PVO, NGO, and
USAID interviewees. Respondents note that
poorly defined roles and lack of communica-
tion between the lead organization and sub-
grantees may lead to unsuccessful programs.
In addition, many NGOs feel isolated from
lead PVOs that manage subgrants from the
United States. They say they are not kept in-
formed about grant-related issues. PVO and
NGO respondents recommend developing
clear lines of authority and clearly defining the
roles of USAID, the lead organization, and
subgrantees. In addition, requiring PVO lead
organizations to have local offices or repre-
sentation may improve communications with
subgrantees.
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Many USAID respondents expressed con-
cern about financial accountability for sub-
grantees. They believe subgrantees® finances
are not always being monitored properly.

Project Impact and Capacity
Building

According to interview respondents, the
most critical factor leading to successful um-
brella projects is the competence of the lead
organization. Respondents also say USAID
needs to devote more time, attention, and re-
sources to selecting the lead organization. Es-
sential characteristics include technical
assistance skills, ability to choose appropriate
subgrantees, adequate management capacity to
monitor and oversee subgrants, and ability to
work in partnership with the local NGO com-
munity.

Capacity building is seen as increasingly
important in umbrella activities. It takes many
forms: networking, fund-raising training,
guidance during strategic planning, guidance
on USAID’s systems and procedures, and pro-
vision of technical, management, and member-
ship-development assistance. An effective
partnership between the lead organization and
subgrantees is seen as critical to capacity
building. The partnership should be a learning
relationship for each organization. The lead
organization should become increasingly con-
fident in its mentoring role. For its part, the
NGO subgrantees should gain new technical
competencies, adopt new management prac-
tices, improve monitoring and evaluation sys-
tems, and master new methods of project
design and implementation.

Two Approaches Compared

During field interviews, one team visited
two Missions, each with an umbrella project.
The projects have similar purposes: to increase
the quality and quantity of PVO/NGO activi-
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ties in priority sectors and to develop indige-
nous NGO capacity in those sectors. Team
members compared the approaches used in
these two umbrella activities, examining man-
agement arrangements and assessing success
in developing indigenous NGO capacity. They
discovered that although the Missions’ ap-
proaches differ, both projects require substan-
tial Mission management time. Neither project
appears to emphasize NGO capacity building
to the extent envisioned when each project was
designed.

One project uses a U.S. foundation as lead
organization under a contract arrangement.
The role of the lead organization is to provide
training, technical assistance, and grants man-
agement for subgrantees; the lead organization
does not directly implement project activities.
In theory the use of one lead implementer
should reduce the Mission management bur-
den. This has not been the case, though, since
Mission staff review and approve all
subawards made under the contract. The team
did not ascertain the exact breakdown of
subawards between U.S. PVOs and indigenous
NGOs, but it believes the PVOs have received
a disproportionately large amount of project
funding. There are many reasons for this, but
the overall effect has been to deemphasize the
project purpose of NGO capacity building.

The second project works with eight U.S.
PVOs as lead organizations. These groups
have a dual role. They directly implement pro-
ject activities, and they grant funds to 12 NGO
partners. Although the lead organizations han-
dle many project management details, the Mis-
sion also has significant responsibilities in
managing eight direct grants. Because the lead
organizations are directly responsible for im-
plementing their own activities, this appears to
be their priority. Only a small percentage of
their grants are passed on to their NGO part-
ners for project implementation; thus, they de-
vote only limited time to capacity building for
the indigenous groups.
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Other

During assessment planning, evaluation de-
signers felt it would be useful to obtain infor-
mation on the work of other multilateral and
bilateral donorsi to supplement findings on
USAID’s work.!! Data were collected primar-
ily through field interviews in eight countries
with other donors, U.S. and indigenous NGO
representatives, and USAID officials. In addi-
tion, evaluators conducted a literature review
of the management practices of European, Ca-
nadian, and multilateral donors. A fuller dis-
cussion of this topic appears in appendix D3.

Donor Programming Approaches

Although donor program objectives vary,
there is considerable similarity among their
NGO programs and substantial overlap in the
reasons donors choose to work with NGOs.
These include beliefs that NGOs

e Apply low-cost solutions and maintain
streamlined, cost-effective services

11

onors’ Wo k With N Os

¢ Have innovative and flexible approaches
to improving local conditions

Have a good sense of the needs of local
communities

Employ a high degree of participation in
project implementation

¢ Successfully work to empower indige-
nous NGOs

Work well in poverty reduction

Reach less accessible communities and
individuals—the poorest of the poor

Donors vary greatly in the extent to which
they invite NGO involvement in strategic plan-
ning. Although most pay some attention to it,
the effect of NGO involvement on donor pro-
gramming strategies seems to be limited. In
field interviews, NGOs in general say they
appreciate the overtures made by USAID and
other donors to include them in their strategic
planning processes. However, they report lim-
ited participation in actual strategic planning

To conform to international conventions, in this section the term “NGO” refers to a not-for-profit organization
engaged in international development work. It can be based either in the donor’s home country or in a developing

country.
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sessions. A few larger NGOs actively partici-
pate in country-level strategic planning with
donors and are encouraged by their level of
participation and impact.

Indigenous and U.S. NGOs would like to
see donors take a proactive approach to under-
standing their organizations’ goals, objec-
tives, and needs, and then to fund these, rather
than predesigned projects that fit a donor’s
overall development strategy. They argue that
the donor-implementer partnership should in-
corporate NGO involvement in every aspect of
the development process: strategic planning,
needs assessment, project design, implementa-
tion, and evaluation. By developing a broader
partnership, U.S. and indigenous NGOs say,
USAID and other donors could achieve better,
more sustainable development results.

Funding Arrangements

Few donors set aside large amounts of
money for directly funding indigenous NGO
activities. Instead, they generally channel
funding through NGOs based in their home
country. These NGOs in turn team with indige-
nous NGOs. The donor NGOs work with in-
digenous NGOs in a variety of capacities, such
as awarding subgrants, providing technical as-
sistance, or jointly implementing development
projects.

In interviews, U.S. and indigenous NGOs
criticized the short-term funding arrangements
of many donors. U.S. groups pointed to this
strategy as an impediment to their own long-
term strategic plans; many argue that longer-
term funding is essential for successful,
sustainable projects. U.S. groups also ex-
pressed concern about the practice of USAID
and other donors of funding discrete activities
rather than entire NGO programs.

Several funding mechanisms appear stand-
ard, including matching grants, block grants,
and umbrella mechanisms. Many donors re-
quire NGOs to contribute to projects as a way
of demonstrating commitment or developing
financial independence. The typical cofinanc-
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ing mechanism among other donors is a 50-50
matching grant.

Consortium funding is a promising ap-
proach used by the Swedish International De-
velopment Authority, the Ford Foundation,
and a few others. Donors contribute to a single
fund, so that NGOs receive and administer
funding in a simplified manner. Standard for-
mats for financial reports, progress reports,
and project monitoring are used, and the re-
cipient sends the same reports to all donors.

Project Design and Implementation

U.S. and indigenous NGOs agree that do-
nors need to give greater attention to local
input before or during project design, saying
that NGOs should be consulted about the needs
of local communities. Although several donors
have tried to include NGOs in the design stage,
these efforts often have little effect because of
practical limitations—inflexibility of donor
funding mechanisms, limited staff resources
available for collaboration with NGOs, and
continued resistance of some governments and
NGOs.

Donors interviewed for the study frequently
praised USAID’s rules and regulations. They
commented that Agency procedures hold
NGOs accountable for project implementation
and for meeting goals, requirements that many
donor programs inadequately address. In many
respects, donors view USAID’s procedures as
good standards to follow. U.S. and indigenous
NGOs had mixed reactions, however, when
comparing USAID’s procedures and regula-
tions with those of other donors. They over-
whelmingly agree USAID’s procedures and
regulations are stricter; they perceive both
positive and regative consequences of that
strictness.

Many U.S. and local NGOs observed that
USAID gives more attention than other donors
to monitoring and evaluation activities. None-
theless, they repeatedly asked for more sup-
port to develop their capacity to undertake data
gathering, analysis, and evaluation activities.
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Implications for USAID

In comparison with other donors, USAID’s
U.S. and indigenous NGO programming has a
number of widely recognized strengths, in-
cluding USAID’s in-country presence and its
direct relationship with implementers.
USAID’s in-country presence facilitates more
frequent interaction with NGOs and greater
speed and flexibility in decision-making.
Many U.S. and local NGOs believe other do-
nors should adopt USAID’s strategy of di-
rectly funding indigenous NGOs, as it
increases opportunities for strategic partner-
ships in development. However, three weak-
nesses in USAID’s programming were
sometimes mentioned: 1) the Agency’s lack of
attention to capacity building and sustainabil-
ity, 2) its short-term approach to project fund-
ing, and 3) excessive attention to detail and
process.

Conclusions

Although PVO and NGO participation in
setting USAID’s country and global strategies
is far from ideal, the climate for strategic col-
laboration recently has improved. PVOs,
NGOs, and USAID staff all report more oppor-
tunities for dialogue with Missions and
USAID/W. To maximize opportunities for
PVO/NGO consultation, however, USAID/W
and Missions should develop explicit, formal
consultation strategies.

Interviewees overwhelmingly support the
concept of cost-sharing for PVO/NGO activi-
ties but feel the 25 percent cost-sharing re-
quirement for registered PVOs should be
relaxed. In point of fact, the requirement was
eliminated in July 1994; the Agency now calls
for the “largest reasonable and possible finan-
cial participation” of recipients.
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Study results confirm that sustainability
should be considered early in project design.
To the extent possible, projects should have
flexible designs that allow revisions based on
changing environments. In addition, extensive
beneficiary participation in design and imple-
mentation, the involvement of local leaders
and community groups, and an understanding
of the capabilities of the proposed implemen-
ter are essential to benefit sustainability.

The study confirms that umbrella activities
can be a useful way to reach more NGOs than
traditional projects afford. Well-designed um-
brella projects also can minimize the USAID
management burden. During project design it
is important to consider the need for NGO
capacity building and to carefully consider the
characteristics and qualifications of the pro-
ject’s lead organization.

When appropriate, USAID project officers
should make NGO capacity building an ex-
plicit objective of umbrella activities. They
also should ensure adequate levels of human
and financial resources to address capacity-
building concerns. In addition, to minimize the
USAID management burden, the lead organi-
zation should have well-developed skills for
selecting and monitoring subgrantees.

USAID can assist with the development of
NGO capacity in several ways. When appropri-
ate, USAID projects can emphasize NGO ca-
pacity building as a project objective,
including adequate human and financial re-
sources in activity budgets to ensure progress.
Project officers also should consider longer-
term funding, when appropriate, to address ca-
pacity building and sustainability concerns, as
well as participation in in-country funding
consortia with other donors. The Agency can
build on its ability to directly fund indigenous
NGO activities by adopting a conscious strat-
egy to do so in USAID priority sectors.
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Managemen

R comm n

ecause the purpose of this assessment is

to improve USAID’s management of
PVO/NGO activities, the following recom-
mendations are aimed primarily at policymak-
ers and project managers. There are obvious
implications for PVO and NGO implementers,
however, and suggestions for them are out-
lined at the end of this chapter.

Cross-cut ing Themes

These general themes emerged from the
study:

PVOs have an experience edge over NGOs.
Conventional wisdom says that, in general,
PVOs are more experienced than NGOs in do-
ing development work and managing USAID
funds. This study confirms that. Although a
great deal of diversity exists in the PVO and
NGO communities, overall PVOs and NGOs
do seem to have different levels of organiza-
tional development, implementation capabili-
ties and implementation preferences.
Reflecting their perceived shortcomings,
NGOs are interested in having USAID staff
assist with building their financial manage-
ment capabilities and their project implemen-
tation skills. PVOs—which generally have a
wider repertoire of skills—are more capable of
(and prefer) implementing their activities with
minimal USAID assistance.
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The USAID “system” is confusing. PVOs,
NGOs, and USAID staff all have difficulty
figuring out how the Agency’s “system”
works—if indeed there is such a system. Con-
fusion prevails over what actual legal or
Agency requirements are, as opposed to indi-
vidual Mission, contracts officer, or project
officer preferences.

“It depends on the project officer.” As a
result of the above, interviewees frequently
commented that successful implementation de-
pends more on the personality or management
style of the USAID project officer than on
application of specific regulations or proce-
dures. On the one hand, can-do project officers
display trust and a collaborative attitude, and
they try to cut red tape. On the other hand,
some project officers believe successful imple-
mentation is directly related to the amount of
control they have over the project activity.
They insert frequent or unnecessary control
measures, such as additional approvals and re-
ports, into the implementation process.

PVOs and NGOs empathize with USAID
staff. PVOs and NGOs showed a surprising
amount of empathy and understanding for the
lot of the USAID project officer. They believe
that USAID project officers would like to be
more involved in the substance of their activi-
ties, but that they generally have to manage too
many projects and are overwhelmed by the



Agency’s administrative demands to be effec-
tive managers.

“Collaboration, not strangulation.” PVOs
and NGOs stressed they would like to collabo-
rate with their USAID colleagues on program-
matic matters. NGOs, in particular, are
interested in technical assistance and assis-
tance in building local networks of PVOs and
NGOs. But implementers, particularly PVOs,
said that USAID staff often interpret “ collabo-
ration” and “substantial involvement” to
mean “micromanagement” and *more admin-
istrative control.” Implementers said that
Agency staff get lost in myriad administrative
details and requirements. As a result, they lack
time to provide the substantive programmatic
support PVOs and NGOs desire.

Inconsistent Management

Over several months of interviews, it be-
came clear that a pervasive problem affects the
Agency’s management of PVO/NGO activi-
ties: inconsistency of USAID staff in manag-
ing grants and cooperative agreements.
Although staff appear knowledgeable about
the technical differences between funding in-
struments, in practice these differences often
are ignored. Preferences of individual project
officers, rather than requirements of specific
funding instruments, seem to determine how
individual activities are managed.l

The following recommendations pertain to
development of USAID staff capacity to man-
age PVO and NGO activities more consistently
and equitably.

Reinforce collaborative management. Sen-
jor managers should make a determined effort
to communicate to staff management princi-
ples that reinforce the importance of collabo-
ration with USAID’s development partners.
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This could be accomplished by updating direc-
tives or by broadcasting Agencywide notices,
for example. The Bureau for Policy and Pro-
gram Coordination should take the lead in
these efforts.

Get incentive system right. As part of
USAID’s reinvention efforts, senior managers
should develop an incentive system to recog-
nize and reward hands-on, results-oriented
project officers for excellence in working in
partnership with PVOs and NGOs. The Office
of Human Resources in the Bureau for Man-
agement should take the lead in developing
such an incentive program.

Provide additional training. Additional
staff training, particularly of project officers,
is needed to ensure there is reasonable consis-
tency worldwide in applying USAID regula-
tions and procedures. Training efforts could
include collaborative, results-oriented project
management and could aim at improving
staff’s “people” skills. The Office of Human
Resources should take the lead in developing
or revising Agency training courses.

Certify project officers. The Agency needs
to develop a certification program for project
officers (similar to that for contracts officers)
to ensure that project staff have the needed
skills and knowledge for managing PVO/NGO
activities. The Office of Human Resources
should take the lead in this.

Recommended Policy
Changes

Most of the study’s recommendations, out-
lined in later sections, point to actions that
require no changes to Agency policies and pro-
cedures. The following recommendations,
however, do require policy review:

Of course, there is a distinction between “inconsistency” and the flexibility needed to deal with varying country
circumstances. But respondent comments indicated that, other than individual USAID staff preferences, in many
cases there appears to be no underlying reason for management inconsistencies.
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Simplify NGO registration. Current legisla-
tion requires the Agency to register indigenous
NGOs that meet the criteria for classification
as PVOs. Given the Agency’s emphasis on
increased direct funding of indigenous NGO
activities, registration requirements for NGOs
should be reviewed and simplified, with only
essential requirements retained. The Office of
Private and Voluntary Cooperation in the Bu-
reau for Humanitarian Response should take
the lead in this effort. It would be assisted by
the Bureau for Policy and Program Coordina-
tion and the Office of the General Counsel.

Consider Mission registration of NGOs.
The Agency also should consider the feasibil-
ity of direct Mission registration of NGOs,
with Missions providing reports on registra-
tion activity to USAID/W for central data man-
agement. The Office of Private and Voluntary
Cooperation should take the lead, working
with the Bureau for Policy and Program Coor-
dination and the Office of the General Coun-
sel.

Simplify preaward reviews. The Agency’s
preaward review procedures need to be re-
viewed to determine whether modified
preaward reviews could fulfill all or some of
the local NGO registration requirements. The
Bureau for Policy and Program Coordination
should take the lead in these efforts, assisted
by the Office of Private and Voluntary Coop-
eration, the Office of Procurement, and the
Office of the General Counsel.

Clarify OMB requirements for NGOs. The
Agency has determined that OMB circulars
pertaining to management of grants and coop-
erative agreements (in particular, OMB Circu-
lars A-110 and A-133) apply to both indigenous
NGOs and U.S. PVOs. Many respondents indi-
cated that smaller, newer NGOs can organize
effective programs but have difficulty meeting
OMB management requirements. Keeping in
mind the importance of sound management
principles and recognizing the need for NGO
institutional strengthening, the Agency should
review OMB requirements for the management
of grants and cooperative agreements. The re-
view would determine which requirements are
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essential for application to indigenous NGOs.
The Office of Procurement should take the
lead in this task.

Explore wider use of donor consortia. To
provide more funding options for indigenous
NGOs and to streamline their reporting re-
quirements, USAID should investigate the
possibility of joining or establishing country-
level donor consortia to provide joint funding
for indigenous NGO activities. Using consor-
tium funding would allow NGOs to greatly
simplify their reporting and recordkeeping re-
sponsibilities. They could use one accounting
system to track all donor funds and could pre-
pare one set of financial and progress reports
for submission to all donors. The Bureau for
Policy and Program Coordination should take
the lead role in the exploration of donor con-
sortia,

e ilate ana e e t

C ns

In addition to addressing the problem of
USAID officers’ inconsistency in PVO/NGO
grant management, many other changes can be
made to improve management of PVO/NGO
activities. The recommendations below are
grouped according to proposed implementer.
Suggestions in this section can be carried out
by Mission managers, contracts officers, pro-
ject officers, or other Agency staff without
revisions to existing policy or procedures.

Senior Management Actions

Empowerment and capacity building. Sen-
ior managers—at field Missions or in
USAID/W—can help strengthen the Agency’s
partnership with the PVO and NGO communi-
ties in a number of ways.

1. Formalize regular consultations. PVOs
are well known for their international develop
ment expertise. As suggested in the 1993 Prin-
ciples of Participation, senior managers
should systematically tap the expertise of
PVOs by including their managers in discus-

37



sions on the Agency’s global and country de-
velopment strategies. USAID senior managers
also should encourage NGO participation in
country strategy development by formalizing a
process of local consultation.

2. Support use of mentors and networking.
Senior managers can encourage NGOs to learn
from more seasoned organizations by support-
ing PVOs and NGOs as informal mentors for
newer or smaller organizations. Encouraging
development of implementer networks among
PVOs and NGOs also will help the learning
process.

3. Build capacity. Senior managers should
encourage project officers to consider capacity
building as an explicit project objective. They
should include appropriate human and finan-
cial resources for this purpose in activity budg-
ets.

New funding approaches. Senior managers
can take at least two steps in developing new
approaches to funding PVO/NGO activities:

1. Go the consortium route. To provide more
stable, sustainable options to NGOs and
streamline their reporting requirements, senior
managers should investigate the possibility of
joining or establishing donor consortia to pro-
vide joint funding for NGO activities.

2. Provide longer term funding. When ca-
pacity building is identified as an activity ob-
jective, senior managers should consider
allowing longer-term funding (5 years or
more) to the funding recipient. At the same
time they should ensure that appropriate,
measurable institution-strengthening goals are
included in the activity design.

Strengthening design and implementation.
Senior managers can encourage stronger activ-
ity designs and smoother implementation in
three ways:

1. Design benchmarks. During project de-
sign, senior managers can encourage project
officers to establish clear development-ori-
ented project benchmarks so that the activity
is geared toward measuring results.
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2. Use a team approach. Senior managers
can encourage a team approach to project de-
sign and negotiation.

3. Designate a contact person. For the im-
plementation of each activity, senior managers
can ensure that one USAID point of contact is
established for the PVO or NGO. That contact
person is preferably the project officer.

Office of Procurement Actions

Strengthening design and implementation.
The Office of Procurement can facilitate im-
provements in the Agency’s design and imple-
mentation processes in several ways:

1. Set clear standards. The Office of Pro-
curement should communicate to USAID staff
the differences in operational controls among
funding instruments. It should monitor the ap-
propriate uses of each instrument.

2. Specify required approvals. The office
also should clarify for project officers and con-
tracts officers the mandatory implementation
approvals.

3. Provide translations. To smooth the
Agency’s work with indigenous NGOs, the of-
fice should make available to contracts offi-
cers Spanish- and French-language versions of
the standard provisions for grants, cooperative
agreements, and other relevant project imple-
mentation guidance. The office also should
consider making small amounts of funds avail-
able to Missions for translation of key regula-
tions into other local languages.

4, Use standardized formats. Standardizing
reporting formats for progress and financial
reports for grants and cooperative agreements
also would strengthen project implementation.

5. Encourage prompt incremental funding.
To help ensure regular, timely fund flows to
PVOs and NGOs, the office should encourage
contracts officers and project officers to sepa-
rate the work plan approval and incremental
obligation processes for grants and coopera-
tive agreements (as appropriate) and to expe-
ditiously obligate incremental funds.
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Project Officer Actions

Project officers can make immediate im-
provements in the Agency’s work with PVOs
and NGOs during design and implementation
of individual activities as well as in other ac-
tions aimed at institutional strengthening or
networking. Because Agency policies or pro-
cedures do not need to be changed, these im-
provements can be implemented immediately.

Empowerment and capacity building. PVOs
generally are experienced in implementing de-
velopment activities and in managing USAID
funds, but NGOs often have a difficult time
meeting financial and administrative require-
ments. USAID can take definite steps to over-
come these problems. In addition, many NGOs
have asked for USAID’s help in sponsoring or
encouraging PVO/NGO networks that increase
opportunities for collaboration, information
exchange, and professional development. Pro-
ject officers can help increase NGO capacity
and support networking in the following ways:

1. Promote mentoring, networking. Project
officers can foster NGO development by en-
couraging seasoned PVOs and NGOs to serve
as informal mentors for newer, smaller organi-
zations. They also can encourage develop-
ment of networks of PVOs/NGOs working in
the same country or the same sector.

2. Increase funding opportunities. Project
officers can help the Agency broaden its range
of partners by providing more funding oppor-
tunities for smaller, inexperienced NGOs or
PVOs. Or they can set up programs exclusively
for organizations that have never received
USAID funding. For example, small grants can
be given to help less experienced organiza-
tions develop needed skills (such as in finan-
cial management) for working with larger
awards,

3. Seek new funding approaches. The
Agency’s traditional approach to PVO/NGO
activities has been to fund discrete, short-term
project activities. Although this approach pro-
vides flexibility in budget management for
USAID managers, it doesn’t encourage sus-
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tainable activities or sustainable implementer
organizations. In addition to making small in-
itial awards to new or inexperienced organiza-
tions, USAID project and contracts officers
can consider using more support grants—that
is, providing funding to an organization’s
broad portfolio of activities instead of funding
individual activities.

4. Bolster NGO financial management. Pro-
ject officers can help strengthen NGO finan-
cial management skills by a) using preaward
reviews to assess existing management capac-
ity, b) starting with small initial awards, and
c¢) arranging for experienced organizations
(PVOs, NGOs, or contracted accounting firms)
to provide financial management services to
smaller organizations.

5. Provide better education. By providing
regular orientation sessions, project officers
and contracts officers can more effectively
educate PVO and NGO implementers about the
Agency’s minimum accountability require-
ments and differences in funding instruments.
These sessions should be held with NGO fund-
ing recipients both before signing funding
agreements and during project implementa-
tion. A U.S. or indigenous accounting firm
might be contracted to provide these services.

6. Expand use of umbrella arrangements.
Project officers should consider more frequent
strategic use of umbrella mechanisms, espe-
cially when institutional strengthening of
NGOs is desired. The lead organization should
have demonstrated ability to administer and
monitor subgrants and provide technical man-
agement assistance to subgrantees. Communi-
cations problems with subgrantees and USAID
will be minimized when the lead organization
has an in-country office and when roles and
expectations for all parties (including USAID)
are spelled out in advance.

7. Intensify capacity building. Project offi-
cers can help strengthen NGOs and PVOs by
including capacity building as an explicit pro-
ject objective, when appropriate, and by in-
cluding adequate human and financial
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resources for capacity building in activity
budgets.

Strengthening activity designs. PVOs and
NGOs often complain that USAID spends too
much time on project development and review.
But the study found that attention to design is
one of the Agency’s strengths, particularly in
comparison with other donors. Careful atten-
tion to reviewing and critiquing activity de-
signs appears to increase the likelihood of
successful activities. Among the ways USAID
project officers can strengthen the design of
PVO/NGO activities are these:

1. Think sustainability. The study’s litera-
ture review suggests that attending to sustain-
ability concerns during project design and
eliciting participation of the beneficiaries in-
crease the likelihood of success.

2. Develop ways to measure results. During
activity design, USAID project officers should
attend to establishing development-oriented
project benchmarks. That will enable project
officers (and implementers) to concentrate on
activity results rather than on process.

3. Provide for evaluation. Project officers
should regularly include funds for evaluation
in activity budgets. Many PVOs and NGOs
commented on the importance of regular
evaluation as a management tool. Midterm
evaluations allow for needed project modifica-
tions. Final evaluations, by contrast, a) meas-
ure project impact, b) enhance institutional
wisdom, and c) help implementers build a
track record of accomplishments. Having a
wide range of PVO/NGO evaluations broadens
the knowledge base for PVO, NGO, and
USAID project planners. In this way, lessons
learned from earlier projects can be incorpo-
rated into new activities.

4, Clarify respective roles. To encourage
smooth project implementation, project offi-
cers should ensure that the roles of all parties,
including USAID staff, are well defined before
the funding agreement is signed.

Implementation. USAID managers can work
to improve project implementation (thus in-
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creasing the likelihood of successful activi-
ties) by

1. Following “prudent management.”
USAID project managers should follow the
principles of prudent management, which em-
phasize placing the fewest necessary controls
on implementers. Also, when project require-
ments are clearly defined and agreed to before
the start of an activity, there is less need for
micromanagement. The recipient can concen-
trate on carrying out the project.

2. Calling regular meetings. Many inter-
viewees recommend regular meetings between
the USAID project officer and implementers to
improve communications and quickly resolve
implementation problems.

3. Favoring prompt incremental funding.
PVOs and NGOs often report delays in receiv-
ing yearly incremental funds. They complain
they often have to submit miniproposals be-
fore receiving the next year’s funds. Accord-
ing to the Procurement Policy Office, however,
work plan review is not an OMB requirement
for incremental funding. Given the “substan-
tial involvement” aspect of cooperative agree-
ments, USAID project officers should
determine when it is absolutely necessary to
tie incremental funding to work plan approval.
They should avoid this approach in other
cases.

PVO/NGO Actions

Although recommendations in this chapter
are aimed primarily at USAID managers,
PVOs and NGOs can take steps to strengthen
their collaboration with USAID:

1. Use USAID information sources. PVOs
and NGOs should become more knowledge-
able about the Agency’s rules and regulations,
particularly recent and proposed changes. In-
formation sources include Mission contracts
officers, Office of Procurement staff, and
Agency notices posted to the Internet. Groups
of PVOs and NGOs, in the United States or in
a host country, also can request regular brief-

Program and Operations Assessment No. 13



ings from Agency procurement officers to ex-
plain current procedures or planned changes.

2. Network. Other PVOs and NGOs can be
good sources of information regarding the suc-
cesses and problems of their own USAID-
funded activities. Discussing common
problems is an excellent way to discover inno-
vative solutions or to pinpoint systemic weak-
nesses in USAID policies or operating
procedures.

Strengthening the Public-Private Partnership

3. Clarify funding agreements. Before sign-
ing a funding agreement with USAID, PVOs
and NGOs should make sure they understand
all the provisions. They should examine the
procurement procedures, required approvals,
financial management requirements, progress
and financial reporting requirements, and the
roles and responsibilities of each party. This is
particularly important for organizations that
have never before received USAID funding.
Before signing—not after—is the time to clar-
ify any ambiguities.
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U Al li
amework

number of sources of U.S. policy and

guidance govern USAID’s work with
PVOs. The most fundamental is Section 123 of
the Foreign Assistance Act, which authorizes
a program to assist the development assistance
activities of U.S. PVOs and cooperatives.
USAID’s assistance policy is based on the
Federal Grant and Cooperative Agreement Act
of 1977 and the Office of Management and
Budget’s (OMB’s) final implementation guid-
ance on that act.

USAID’s most recent PVO policy statement
(USAID 1995) was issued in April 1995 re-
placing the September 1982 policy. Although
the policy primarily is aimed at USAID’s rela-
tionship with U.S. organizations, USAID’s re-
lationship with indigenous NGOs is addressed
in several areas, and a separate policy on
USAID’s relationship with indigenous organi-
zations is planned. The policy includes state-
ments of policy principles regarding:
consultation in establishing country develop-
ment priorities; participation in developing
and implementing activities; program integra-
tion and managing for results; U.S. PVO inde-
pendence; support for relationships of U.S.
PVOs and indigenous NGOs; capacity build-
ing; USAID-U.S. PVO cost-sharing; and ad-
ministrative simplification.

USAID issued new “‘principles on participa-
tory development” in October 1993. These
principles include practicing a ‘‘respectful
partnership’ with indigenous and U.S. organi-

zations that collaborate with USAID in provid-
ing development and humanitarian assistance,
and supporting the initiatives of indigenous
communities and organizations in defining
USAID’s global objectives and country strate-
gies.

OMB Circular A-110, Grants and Agree-
ments with Institutions of Higher Education,
Hospitals, and Other Nonprofit Organiza-
tions, provides the basic standards for manage-
ment of USAID-funded PVO activities. While
OMB Circular A-110 is applicable only to U.S.
organizations, as a matter of USAID policy it
is applied to non-U.S. organizations to the
extent practicable. OMB Circulars A-122 (cost
principles for nonprofit organizations) and A-
133 (audit requirements) also apply to USAID-
funded PVO and NGO activities.

In addition, USAID’s implementation
guidelines for PVO and NGO activities are
found in several Agency handbooks, primarily
Handbook 13 (Grants), Handbook 1B (Pro-
curement Policy) and Handbook 3 (Project As-
sistance). USAID Policy Determination 16,
dated October 1987, outlines financing ar-
rangements with independent organizations,
including PVOs and NGOs. Handbook 3, Sup-
plement A, Project Officers’ Guidebook for
the Management of Direct USAID Contracts,
Grants and Cooperative Agreements, is a use-
ful summary of information contained in the
various Agency handbooks.






Recent hanges

Customer service standards: PREVIOUS:
No guidance provided. NEW: In August 1994,
USAID developed and published its initial
customer service standards covering three ar-
eas: quality (improving processes and simpli-
fying business practices); timeliness
(improving turnaround time for USAID proc-
esses); and greater access and more transpar-
ency to Agency activities and information.
Specific reform targets were included for each
area. (Source: Phase I Customer Service Plan:
Establishing Quality Service Standards for
Working with USAID s Development Partners:
Private Voluntary Organizations, Universi-
ties, and Private Businesses, August 1994)

Registration: PREVIOUS: To become reg-
istered, new applicants were required to sub-
mit 18 documents. Annual registration
renewal required 6 documents. NEW:
USAID’s Office of Private and Voluntary Co-
operation revised the U.S. PVO registration
requirements in January 1995; the number of
required documents has been reduced from 18
to 6 for new applicants, and from 6 to 3 for
annual registration renewals. (Source:
BHR/PVC materials dated 1/24/95)

Cost sharing: PREVIOUS: USAID re-
quired PVOs to make a 25 percent contribution
in order to receive an operational program
grant or specific support grant. NEW: All

PVOs and NGOs will follow USAID Policy
Determination 16 (as revised), which encour-
ages the “largest reasonable and possible fi-
nancial participation” of recipients. (Source:
Cable 1994 State 184498 dated 7/11/94)

Systems approvals: PREVIOUS: There was
no provision for approval of a recipient’s man-
agement system. NEW: Procedures have been
developed for approving recipients’ financial
systems and procurement, personnel and travel
policies. (Source: USAID General Notice
dated 8/8/94)

Salary approvals: PREVIOUS: The policy
for contracts (requiring special approval for
salaries above the ES-6 [previously FS-1]
level) often was applied to assistance instru-
ments. NEW: Unlike contracts, however, there
is no requirement under grants and cooperative
agreements for approval of salaries above the
FS-1 level. (Source: USAID General Notice
dated 8/8/94)

Individual consultants: PREVIOUS: Com-
mon practice was to require approval of indi-
vidual consultants under a grant or cooperative
agreement. NEW: No approvals are required
for hiring individual consultants. (Source:
USAID General Notice dated 8/8/94)

Key personnel approvals: PREVIOUS: As-
sistance instruments often contained require-
ments to approve unlimited numbers of key
personnel. NEW: No more than five persons,
or 5 percent of the total number of employees,



may be designated as key personnel, over
which USAID is permitted to exercise ap-
proval. In addition, there is no requirement to
submit multiple candidates for key positions.
(Source: USAID General Notice dated 8/8/94)

International travel: PREVIOUS: Recipi-
ents were required to secure approval from
USAID before beginning travel. NEW: As of
August 1992, the standard provision under as-
sistance instruments requires the recipient
only to notify the USAID project officer of
international travel plans. (Source: USAID
General Notice dated 8/8/94)

Trip reports: PREVIOUS: Individual
grants/cooperative agreements often required
separate trip reports. NEW: Trip reports are to
be included in regular technical (progress) re-
ports, and not submitted separately. (Source:
USAID General Notice dated 8/8/94)

Audit: PREVIOUS: USAID required all
NGO recipients or subrecipients of grants/co-
operative agreements to comply with OMB
Circular A-133 audit requirements if they re-
ceived $25,000 or more annually in USAID
funds. NEW: USAID and the Office of the
Inspector General have increased the audit
threshold for NGOs. Now, NGOs that receive
less than $100,000 per year per agreement in
direct USAID funding (up to a total of
$250,000 per year) no longer are required to
follow OMB Circular A-133 audit require-
ments. (Source: USAID General Notice dated
5/6/94)

USAID codification of OMB Circular A-
110 (administrative requirements for grants
and cooperative agreements): These USAID-
specific revisions were published in the Fed-
eral Register on 1/19/95 and were effective on
2/21/95. (Source: M/OP/POL)

e Additional requirements: PREVIOUS:
No specific guidance. NEW: Prohibits
imposing requirements additional to
those outlined in A-110.

e Exceptions: PREVIOUS: No specific
guidance re: less restrictive require-
ments. NEW: USAID may apply less re-

strictive requirements when making
small awards (currently defined as less
than $25,000).

o Funding instruments: PREVIOUS: Not
covered. NEW: Provides guidance on
the appropriate use of grants and coop-
erative agreements as funding instru-
ments.

o Annual certifications: PREVIOUS: Not
covered. NEW: USAID encouraged to
accept annual certifications and repre-
sentations on a recipient basis rather
than an award-by-award basis. To avoid
duplicate submission of these routine
documents by prospective recipients, the
Agency is exploring setting up a central
repository for this information.

e Procurement: PREVIOUS: No specific
requirement for written procurement
procedures. NEW: Recipient must estab-
lish written procurement procedures that
cover three minimum standards: that un-
necessary items not be purchased; that a
lease/purchase analysis be conducted;
and that all solicitations meet certain
minimum standards.

o Progress reports: PREVIOUS: Progress
and financial reports were required with
the same frequency. NEW: Eliminates
the requirement for submitting progress
and financial reports on the same sched-
ule, allowing for progress reports to be
submitted less frequently.

e Report copies: PREVIOUS: Not cov-
ered. NEW: Recipients will not be re-
quired to submit more than the original
and two copies of progress reports.

Proposed Changes

“Reengineering’’. CURRENT: Procedures
outlined in USAID handbooks and other offi-
cial Agency guidance. PROPOSED: In No-
vember 1994, USAID completed its
Operations Business Area Analysis report,
which contains recommendations for restruc-
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turing the way USAID programs its develop-
ment assistance. The Agency began imple-
menting its ‘‘reengineered’’ operating systems
on October 1, 1995. Key aspects of the new
operating system include: participatory plan-
ning with USAID’s partners and customers;
focusing on the achievement of activity objec-
tives; empowering customers and partners
(that is, investing them with authority to make
and implement decisions), as well as holding
them accountable for those decisions; and the
use of teams to achieve agreed-to objectives or
results. (Source: Operations Business Area
Analysis Core Report, November 1994)

Principles for award of assistance instru-
ments: CURRENT: Guidance as provided in
USAID handbooks. PROPOSED: At its Janu-
ary 1995 meeting, the Advisory Committee on
Voluntary Foreign Aid approved a set of prin-
ciples for the award of assistance instruments
(grants and cooperative agreements) to PVOs
and NGOs. These principles, which were de-
veloped in collaboration with USAID’s Office
of Procurement, were forwarded to the USAID
Administrator for review and action. The prin-
ciples include: achieving a higher degree of
standardization of policy and procedure in as-
sistance to PVOs/NGOs; selection of grant or
cooperative agreement; clarification of ‘‘sub-
stantial involvement’’; and focusing on activ-
ity results rather than inputs or outputs.
(Source: ACVFA January 1995 Quarterly Re-

port)

Proposed revisions to OMB Circular A-133
(audits): As of February 1996, these proposed
changes had not yet been published in final.
(Source: M/OP notice on Internet, dated
11/13/94)

e Application: CURRENT: USAID policy
is that A-133 requirements apply to for-
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eign recipients. PROPOSED: USAID
will determine the appropriate dollar
level of review for foreign recipients of
awards.

o Audit threshold: CURRENT: $25,000
per year. PROPOSED: $250,000 in
awards per year.

® Frequency of audit: CURRENT: Usu-
ally annually, but not less than every two
years. PROPOSED: Annually.

o Timing of audits: CURRENT: Thirteen
months after the end of the fiscal year.
PROPOSED: Nine months after the end
of the fiscal year.

® Major programs: CURRENT: Opinion
on compliance with laws and regulations
based on review of all major programs.
PROPOSED: Opinion on compliance
based on review of 50 percent of federal
expenditures.

® Audit findings: CURRENT: Not cov-
ered. PROPOSED: Requires schedule
of status of findings and corrective ac-
tions.

o Subrecipients: CURRENT: Not cov-
ered. PROPOSED: Increased prime
guidance to its subrecipients; manage-
ment decision on subrecipient audit find-
ings.

e Quality managed: CURRENT: Not cov-
ered. PROPOSED: Two years of clean
audit reports would result in less burden-
some audits—i.e., testing of 25 percent
of federal expenditures or A-133 audit
every 2 years and GAGAS (generally ac-
cepted government auditing standard)
audit every other year.






his appendix describes the methodology

used for data collection and analysis for
the study’s principal evaluation question and
for supplementary studies on senior managers’
views, strategic collaboration, sustainability,
“umbrella” mechanisms, and other donors’
work with NGOs.

The original study design included an addi-
tional evaluation question on the effectiveness
of PVO- and NGO-implemented activities.
Data for that part of the study were collected
through the review of 151 completed
PVO/NGO activities and were analyzed under
several statistical procedures. However, be-
cause of the technical complexity of the data
analysis, to present a clear, understandable dis-
cussion of the findings, the results of that por-
tion of the study are being published
separately.

ey Eva uation Q esti n

The purpose of this assessment is to criti-
cally examine the working relationship be-
tween USAID and the PVO/NGO
communities. Thus, the study looks at how
USAID does business—that is, the proc-
esses—as opposed to looking at the develop-
ment impact of USAID-funded PVO and NGO
activities. To examine the working relation-
ship, 259 interviews were conducted with
PVO, NGO, and USAID officials in the United
States and eight countries where USAID

0 ology

works. The interviews dealt with a set of pre-
determined topics, and the findings were syn-
thesized across locations.

Data Collection

Data collection instruments: To answer the
key evaluation question, eight topics on man-
agement of USAID-funded PVO/NGO activi-
ties were developed during assessment design:
location of the USAID project officer (“man-
agement locus’); choice of funding instru-
ment; PVO registration; the negotiation
process; general implementation concerns; ap-
provals; reporting requirements; and financial
management. These topics became the basis



for the categories of questions used in the
structured interviews.

Four separate data collection instruments
were developed, for different categories of in-
terviewee, as shown in the below table. Inter-
view form 1, the most frequently used
instrument, is included in this appendix. (Four
additional data collection instruments, devel-
oped for other study purposes, are discussed in
the next section.) The data collection instru-
ments were field-tested and refined during the
first two country visits to Bangladesh and Po-
land. Subsequently, identical forms were used
for data collection in the remaining six field
visits and for U.S. interviewing.

Interview
Form

Country selection: To ensure a broad range
of views would be captured in study inter-
views, plans called for field visits to at least
six countries. Criteria for selecting countries
for field interviews included:

Wide geographic representation

o At least one country where USAID does
not work directly with the host govern-
ment—that is, where PVOs and NGOs
are the principal implementers of USAID
assistance activities

At least one advanced developing coun-
try—that is, with a minimal USAID pres-
ence in-country

e At least one country where USAID has
taken an innovative approach to using
PVOs and NGOs for development activi-
ties

From these criteria, eight countries were
selected for fieldwork: Bangladesh, Guate-
mala, Mali, Mexico, Poland, Senegal, Swaz-
iland and South Africa, as well as the United
States. Members of the Bangladesh field team
made up the core team for subsequent field
visits; at least one member of the Bangladesh
team served on each of the remaining field
teams, usually as team leader.

As mentioned earlier, the Bangladesh field-
work, in October 1993, and the Poland visit, in
December 1993, served as opportunities for
testing and refining data collection instru-
ments. The remaining six field visits, which
took place in January and February 1994, and
the U.S. interviews, in May 1994, utilized
identical data collection instruments.

Interview procedures: The general purpose
of the interviews was to obtain a range of
views about how USAID manages PVO- and
NGO-implemented activities, and to obtain
suggestions for changes that might improve
project performance.

Field teams of two to four people spent two
weeks in each country, interviewing PVO and
NGO staff, USAID staff, and representatives
of other donor agencies. Interviewees were se-
lected using a “‘target of opportunity’ ap-
proach, that is, team members attempted to
interview as many PVO, NGO, and USAID
staff as possible during the two-week field
visit.

USAID/Washington interviewees were se-
lected on the basis of the extent of their work
with USAID/W-funded PVO and NGO activi-

ties. A range of U.S.-based PVO repre-
sentatives was selected for U.S. interviews;
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criteria included geographic location (within
and outside the Washington, D.C. area) as well
as USAID-funded program size (those with
small activities as well as those who receive
extensive USAID funding).

Two-person teams conducted most inter-
views; one team member served primarily as
the questioner, with the other as the primary
note-taker. The note-taker was responsible for
word processing of interview notes at the end
of the day. Composition of the interview teams
was rotated on a daily basis, as were roles as
interviewer and note-taker.

Interviewers were provided the preprinted
interview forms and instructed to ask the ques-
tions as worded and in the prescribed se-
quence, unless the circumstances of particular
interviews dictated otherwise. For example,
communication problems might require a re-
statement of a question using different words.
Responses to some questions were closed-
ended; others were open-ended. On open-
ended questions, prompts were offered when
the interviewee’s response was more limited
than expected.

When interviewees were non-English
speaking, interviewers provided the necessary
translation. Spanish-language versions of the
pertinent interview forms were prepared in ad-
vance of the field work; however, due to time
constraints, no advance French-language
translations were provided to team members.

PVO/NGO interviews were sometimes con-
ducted with groups of respondents, usually a
senior official plus one or more assistants, who
provided more detailed answers to particular
questions. Individual responses in group inter-
views were combined to yield a single inter-
view protocol.

Data Analysis

Note-takers were responsiole for entering
the qualitative responses to study questions on
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WordPerfect computer files, and for maintain-
ing hard copies of interview forms, which con-
tained responses to closed-ended (yes/no or
scaled) questions. To ensure confidentiality,
an identification number was assigned to each
interviewee, and subsequent data analysis used
only the identification number.

Because the interviews resulted in more
than 400 pages of interview notes, a computer
program, “Analysis of Qualitative Data”
(AQUAD), was employed to help sort re-
sponses. From the predetermined interview
categories, a scheme was developed for coding
both the qualitative material and the closed-
ended interview responses. Two research as-
sistants reviewed the material from each
interview and entered the appropriate codes
into each interview file. AQUAD then was
employed to sort the responses by category as
well as to provide frequency counts of the
closed-ended responses. This sorted informa-
tion was analyzed to determine major concerns
and themes. A table showing the coding
scheme and some representative pages dis-
playing AQUAD data are included in this ap-
pendix.

Within each interview record, distinct com-
ments on each topic were coded individually.
For example, when a respondent made several
observations on the subject of registration,
each comment was coded separately. This pro-
cedure allowed more in-depth analysis of re-
sponses in each topic area. However, since a
respondent may have made either no com-
ments or several comments on an individual
topic, frequency counts of the total number of
responses in an interview category were not a
useful way to determine response trends. Simi-
larly, it was not possible to accurately deter-
mine the percent of respondents in each
response category. Instead, the analysts looked
at the pattern of responses in each interview
category, and used less precise terms such as
“nearly all,” “most,” “some,” and the like to
reflect response trends.



upplementary
tudy Areas

In addition to the key evaluation question,
information was collected on several other top-
ics: the views of USAID senior managers; stra-
tegic collaboration; sustainability; use of
“umbrella’ mechanisms; and other donors’
work with NGOs.

As mentioned earlier, several other data col-
lection instruments were developed for the
study, primarily to gather information on is-
sues not included in this report. But these data
collection instruments also included questions
related to the supplementary study areas. In-
formation on the additional data collection in-
struments is shown below. Interviewers also
conducted 17 unstructured interviews, for ex-
ample, with PVOs/NGOs that do not receive
USAID funding, or background interviews
with U.S. Embassy officials.

A summary of the data collection and analy-
sis procedures for the supplementary study ar-
eas is shown in the table below. Additional
information on each topic is provided in the
following sections.

Senior managers’ views: As part of the

larger study looking at the issue of USAID’s
working relationship with PVOs and NGOs,

C-4

the views of senior USAID managers were
gathered to complement those of USAID offi-
cers who worked directly with PVOs and
NGOs. A total of 19 interviews were con-
ducted with senior officers based in
USAID/Washington and with Mission Direc-
tors and Deputy Directors based in USAID
Missions overseas. Similar interview forms
were used with both Washington and field-
based senior managers. These were far less
detailed than those used with PVO, NGO and
USAID project managers, and were designed
to elicit more broad-based perspectives and
insights on a range of PVO/NGO and USAID
programmatic and policy concerns.

As with the study’s principal investigation,
two-person teams conducted the interviews,
and the results were entered onto computers,
Because of the small number of respondents,
data were analyzed manually on a topic-by-
topic basis. The findings are summarized in
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Appendix E and are cited at appropriate points
in the main study report.

Strategic collaboration: The topic of “stra-
tegic collaboration” explored the extent to
which PVOs and NGOs were consulted during
development of USAID’s global and country
assistance strategies. Responses on this topic
were received from 291 interviewees: 146
PVO/NGO representatives (68 PVOs and 78
NGOs); 124 USAID staff (94 project officers,
11 contracts officers and 19 senior managers);
and 21 other donor representatives. These in-
terview responses were sorted through use of
the AQUAD program and then analyzed.

Sustainability: Information on sustainabil-
ity was collected from a literature review of
approximately 51 documents as well as re-
sponses from 308 interviewees. Of these re-
spondents, 170 were PVO or NGO
representatives; 117 were USAID staff (102
project officers, 11 contracts officers and 8
financial management officers); and 21 were
representatives of other donors. Interview in-
formation was sorted using the AQUAD pro-

Strengthening the Public-Private Partnership

gram, and then was analyzed and synthesized
with the findings of the literature review.

“Umbrella” mechanisms: Information on
umbrella mechanisms, or financial intermedi-
aries, was collected from a literature review of
approximately 22 documents as well as re-
sponses from 280 interviewees. The interview
respondents included 146 PVO or NGO repre-
sentatives; 113 USAID staff; and 21 other do-
nor representatives. Interview information
was sorted using the AQUAD program, and
then was analyzed and synthesized with the
findings of the literature review.

Other donors: Other donor practices with
PVO/NGO activities were assessed through a
review of 16 documents, interviews with 21
other donor representatives, and responses
from 270 interviews. The 270 interview re-
spondents included 146 PVO/NGO repre-
sentatives and 124 USAID staff. Information
from the 270 interviews was sorted using the
AQUAD program. All interview data then
were analyzed and synthesized with the litera-
ture review findings.



Revised 1/14/94
INTERVIEW GUIDE NO. 1

PVO/NGO Project Officers/Supervisors
Organization - Based

GENERAL
Most of the questions we will ask you today will relate primarily to your experience in dealing with

and managing activities financed by AID. But first, could you tell us a little about yourself and
describe your personal experience in working with PVOs or NGOs?

A. MANAGEMENT LOCUS

1. Have you personally implemented A.L.D. activities funded and managed by ...
... a USAID field Mission? Yes No
... AID/Washington? Yes No

(If No to either, skip to Section B.)

2.a. Has implementation of these activities differed, depending on whether they were managed by
AID/W or by a field Mission?

Yes No (If No, skip to Question 3.)

b. (If Yes) How did implementation differ?
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3.a. Have you had more difficulties with the administrative requirements of one of these types
than the other?

Yes No (If No, skip to Section B.)

b. (If Yes) Which administrative requirements posed problems with which form of AID
management?

B. FUNDING INSTRUMENTS

4, Have you had experience implementing ...
... cooperative agreements (CAs)? __Yes ____No
... grants? ___Yes ___ No
... contracts? Yes No

(If No to more than one, skip to Section C.)

5.a. On ascale of 1 to 5, is a cooperative agreement easier or harder to work with than a grant?
Easier 1 2 3 4 5 Harder (circle one number)

How so?

b. And do you find a CA more or less effective than a grant, on a scale of 1 to 5?
More 1 2 3 4 5 Less

In what ways?

6.a. Onascale of 1 to 5, is a CA easier or harder to work with than a contract?

Easier 1 2 3 4 5 Harder

How so?
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7.a.

And do you find a CA more or less effective than a contract, on a scale of 1 to 5?
More 1 2 3 4 5 Less

In what ways?

On a scale of 1 to 5, is a grant easier or harder to work with than a contract?
Easier 1 2 3 4 5 Harder

How so?

And do you find a grant more or less effective than a contract, on a scale of 1 to 5?
More 1 2 3 4 5 Less

In what ways?

C. UMBRELLA ACTIVITIES

8.

9.a.

Have you managed an "umbrella" activity — that is, one where you were responsible for
passing AID funds on to sub-grantees (other PVOs or NGOs)?

Yes No (If No, skip to Section D.)

(If Yes) Did this mechanism work effectively?

Yes No

Why or why not?

D. REGISTRATION

10.

Have you ever been involved in registering a PVO or NGO with USAID?

Yes No (If No, skip to Section E.)
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11.

12.

13.

How would you rate the registration process on a scale from 1 to 5, from easy to difficult?
Easy 1 2 3 4 5 Difficult

Examples:

Has your organization recently re-registered?

Yes No (If No, skip to Section E.)

Thinking now of the information required at your most recent re-registration, which of the
following choices best describes how similar the required information was to that submitted in
the previous year?

essentially the same

similar but with some changes in format

a few categories had important changes

more than half the categories had important changes

don't remember

E. NEGOTIATION

14,

Have you ever participated in the negotiation of...

... contracts? Yes No
... cooperative agreements? Yes No
... grants? Yes No

(If No to all, skip to Section F. If Yes to only one, skip to Question 16.)
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15.a. (If more than one Yes to Q 14) Did you find any differences in the negotiation of these
different funding arrangements?

Yes No (If No, skip to Question 16.)

b. (If Yes) Can you describe those differences?

16.  Did you negotiate your activity with a project officer and also separately with a contract or
grant officer?

Yes No (If No, skip to Question 19.)

17.  To what extent did you cover the same kinds of financial information with both, on a scale of
1 to 5, from little or no redundancy to much redundancy?

Little or no redundancy 1 2 3 4 5 Much redundancy

18.  To what extent did the contract or grant officer enter into discussions about program and
project content, in addition to costs? On a scale of 1 to 5, from much discussion of content
to little or no such discussion.

Much discussion of content 1 2 3 4 5 Little or no discussion of content

19.a. Was the issue of overhead rates raised by the USAID Mission during negotiation?

Yes No (If No, skip to Question 20.)

b. (If Yes) Had the rates previously been approved?

Yes No

20.  During negotiation, to what extent were you asked to provide information similar to that
provided at registration? On a scale of 1 to 5, from little or no redundant information to
much redundancy.

Little or no redundant information 1 2 3 4 5 Much redundant information
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F. APPROVALS

21. I am going to read a list of submissions commonly required at registration or at the time of
pre-award negotiation.

For which of the following did you receive general USAID approval at registration time or
during negotiations?

(Whenever the answer is Yes, then ask) Were further approvals required during project

implementation?
Further approvals required
USAID approval during during implementation?
Items registration or negotiation?

Workplans Yes No Yes No
Procurement system Yes No Yes No
System for selection of Yes No Yes No
participants for training

Personnel hiring system Yes No Yes No
Personnel compensation Yes No Yes No
system

Specific project activities Yes No Yes No

22.  Have you been required to secure prior approval of travel ..
... for project beneficiaries? Yes No

... for members of your staff? Yes No

If Yes, please explain.
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G. IMPLEMENTATION

23. I am going to mention several specific tasks. Please tell me whether you consider the amount
of time you spend on these tasks as insufficient, appropriate or excessive.

Proposal preparation/project design ins app exc
Work planning ins app exc
Preparing reports for USAID | ins app exc
Financial management ins app exc
Procurement of goods and services ins app exc
Monitoring delivery of project inputs ins app exc
Monitoring achievement of project outputs ins app exc

Assessment of impact or
accomplishment of project purpose ins app exc

Examples of insufficient or excessive time:

24.  In your experience, what have been the principal interests of your USAID project officers in
the conduct of your activities?

(Check all responses given.)

____ Project design and proposal requirements

____ Work planning

___ Quality or completeness of reports

_____Financial management

__ Procurement of goods and services

_____ Monitoring delivery of project inputs

__ Monitoring achievement of project outputs

___ Assessment of impact or accomplishment of project purpose

Other (Describe)
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25. How would you rate the level of AID monitoring — on a scale of 1 to 5, from too little
involvement with your activities to too much?

Too little involvement 1 2 3 4 5 Too much involvement

Examples?

H. REPORTING

26.  How often are you expected to submit reports to USAID on ...

... financial matters?

not required monthly quarterly
annually other (explain)

... progress of your activity?

not required monthly quarterly
annually other (explain)

... impact of your activity?
not required monthly quarterly

annually other (explain)

27.  Please describe any other types of reports required by AID.

28. How would you rate the clarity of AID requirements about the content of reports, on a scale
of 1 to §, from clear to ambiguous?

Clear requirements 1 2 3 4 5 Ambiguous requirements

Examples of ambiguous requirements?
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29.

What kind of feedback do you normally receive after you have submitted each of your
reports?

_____ Discussion about program performance/direction
____ Discussion about reporting requirements

____ No feedback received

_____ Other (Explain)

I. FINANCIAL CONTROLS

30.a.

31.

32.a.

33.

Are your activities required to undergo audit?
_Yes ____ _Notyet ___ No _____ Don't know

(If No, or Not yet, or Don't know, skip to Section J.)

(If Yes) How frequently?

How would you judge the quality of audits of your USAID activities? On a scale of 1 to 5,
from competent to incompetent.

Competent 1 2 3 4 5 Incompetent

Examples?

Have you ever changed administrative or management procedures as a result of the audits of
your activities?
Yes No (If No, skip to Question 33.)

(If Yes) Explain.

During audits, to what extent were you asked to provide information similar to that provided
at registration? On a scale of 1 to 5, from little or no redundancy to much redundancy.

Little or no redundancy 1 2 3 4 5 Much redundancy

Examples?
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J. SUSTAINABILITY

34,

35.a.

36.a.

37.a.

Has cost-sharing been a part of any A.L.D.-funded activity you have worked on?

Yes No Don't Know

In your opinion, should AID require cost-sharing for PVO or NGO activities?
Yes No

Why or why not?

Do you think sustainability is an appropriate goal for AID-funded PVO and NGO activities?

Yes No

Why or why not?

What approaches has your organization taken to organizational or project sustainability?

Which have worked, and which have not?

K. RELATIONS WITH OTHER DONORS

38.

Have you worked on activities that were funded by donors other than AID?

Yes No (If No, skip to Section L.)
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39.  How would you compare AID's practices with those of other donors in the areas of ...

... design/proposal requirements?

... implementation?

... monitoring and reporting?

... audit?

L. STRATEGIC COLLABORATION

40.a. Do you feel that your organization has any input into the formulation of AID's development
strategies where you work (that is, the field or the US)?

Yes No (If No, skip to Question 41.)

b. (If Yes) What specific contributions has your organization made?

41.a. In your opinion, is the level of input from your organization satisfactory?

Yes (If Yes, skip to Section M.) No

b. (If No) Please describe the type of involvement that you would prefer.
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M. FACTORS THAT AFFECT PROJECT IMPACT

42, We have talked about a variety of management factors that may be important to the
achievement of AID project purposes in either a positive or negative way. We would now
like for you to identify those factors that you believe have the greatest effect, either directly
on project purposes or indirectly because they consume time and resources. From the list I
will read, please identify the 5 factors that you believe are the most important.

(Circle number for each identified factor.,)
Factor
Location of AID manager (i.e., field or Washington)
Funding instrument (i.e., choice of grant, CA, contract)
Umbrella or not
Registration procedures
Proposal preparation/project design
Negotiation procedures
Work plan requirements

Preparing reports for USAID

L 90 N Yk W=

Financial management

—
(==

. Procurement of goods and services

pum—y
pum—y

. Monitoring project inputs and outputs

—t
N

. Assessment of project impact

—t
w

. Project auditing

. Other (describe)

—
=N

N. CLOSING

43.  As a closing question, in addition to whatever we have covered so far, what would you say ...

a. ... works well about the management of AID-funded activities?
b. ... and does not work well or should be changed?
THANK YOU FOR YOUR TIME.
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TEMPLATE CODING

EXPLANATION OF CODES: Each code consists of seven characters. The first six
characters describe the concept that is being coded; the seventh character is a suffix that

qualifies the main code.

Examples:

"REGIST" is the main code, pertaining to comments on the topic "registration." The suffix
"N" indicates that it is a negative comment; the suffix "P" indicates a positive comment; the

REGISTN, REGISTO, REGISTP, REGISTS

suffix "O" indicates a neutral comment or an observation; the suffix "S" indicates a

suggestion made by the interviewee. The appropriate suffix, "N," "0," "P," or "'S," should be

added to each of the main codes (given below) during the coding exercise.

or the quality of AID staff

INTERVIEW CATEGORY CODE EXPLANATION
A. MANAGEMENT LOCUS MLOCUS | General comparisons of AID/W and
Mission funded activities
CENTRL | Specific AID/W comments
MISSON | Specific Mission comments
B. FUNDING INSTRUMENTS INSTRU | General comparisons of grants, coop
agrts and contracts
GRANTS | Specific grant comments
COOPAG | Specific coop agrt comments
CONTRA | Specific contract comments
C. UMBRELLA ACTIVITIES UMBREL | General comments re: effectiveness of
umbrella mechanisms (finl
intermediary)
D. REGISTRATION REGIST | General comments re: ease of
registration process "
E. NEGOTIATION NEGOTI | General comments “
F. APPROVALS APPROV | General comments “
TRAVEL | Specific travel comments
G. IMPLEMENTATION IMPLEM | General comments
PROCUR | Specific procurement comments
AIDSTF | Specific comments about working with

C-18
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N. CLOSING
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AQUAD - CODES 1 / V 3.2 * glh tiubingen 05-92 *

search and print coded passages of text

load: 812 .num

load: 812.cod
47 812 (I): Recommendations: (1) That USAID focus more on the
48 initial review process (during the pre-award period). In this
49 manner, USAID could make sure its recipients are qualified to
50 receive and administer the grant. (2) That they have qualified

51 financial staff in place. If NGOs are lacking in any of these
52 areas, USAID could have a small grant pool (of up to $20,000)
53 that could help NGOs get up to speed with their financial
54 systems. In this way it would be a good initiation for the NGO
55 into the workings of USAID and also let them hit the ground
56 running once they receive their grant.

Code negotis was found 1 times in text .812
Continue: spacebar

AQUAD - CODES 1 / V 3.2 * glh tilibingen 05-92 *

search and print coded passages of text

load: 901.num
load: 901.cod

53 offices) are using two different systems. Says that there should
54 only be one request for financial information.

200 901 (N): Given the shrinking AID budget, some Mission functions,
201 such as negotiating agreements, could be consolidated at the
202 regional or AID/W level, so there is more consistency among all
203 agreements. For example, need consistent reporting formats.
Code negotis was found 2 times in text .901
Continue: spacebar

AQUAD - CODES 1 / V 3.2 * glh tubingen 05-92 *

search and print coded passages of text
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AQUAD - CODES 1 / V 3.2 * glh tiibingen 05-92 *

search and print coded passages of text

712 .num
712.cod

advantage vis-a-vis other donors. As such, more decision-making
authority and autonomy should be given to the Mission Directors
in each country; the Directors have the "on the ground"

Code aidstfs was found 1 times in text .712

Continue: spacebar

AQUAD - CODES 1 / V 3.2 * glh tibingen 05-92 *

load:
load:

search and print coded passages of text
733 .num
733.cod

733 (M): Capacity and ability and experience of project officer
critical. He/she must be able to take risks, open to ideas,
technical knowledge, understanding of non-profits, willing to
dialogue, must be able to develop a knowledge of the grantees
internal system, of the logic of what the grantee is attempting
to do and how the pieces fit together, a strategic understanding.

733 (N): ©Need more delegation of authority to grant officer;
should allow grant officer to approve projects, at least small
ones.”Z

Code aidstfs was found 2 times in text .733

Continue: spacebar
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68 628 (L): Believes that neither PVOs nor NGOs have had an impact
69 on the formulation of AID's country development strategy. Nor
70 should they. They should, however, be consulted as any other

71 sector is within the country."Zz

Code collabo was found 1 times in text .628
Continue: spacebar

AQUAD - CODES 1 / V 3.2 * glh tilibingen 05-92 *

search and print coded passages of text

load: 904 .num
load: 904 .cod

172 904 (N): Her overall sense of "what makes things tick" is
173 personalities -- as well as mutual understanding, compatibility
174 (and compatible goals)."Z

Code collabo was found 1 times in text .904
Continue: spacebar

AQUAD - CODES 1 / V 3.2 * glh tlilbingen 05-92 *

search and print coded passages of text

load: 906 .num
load: 906.cod

24 906 (L): Through this coalition, works with Administration and
25 Congress. Degree of direct influence depends greatly on the

26 friendliness of the Administration. Until a year ago,

27 concentrated efforts on the Congress; today, there is a better
28 feeling that we can work with thc administration and congress on
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245 (D) : has been involved in registering PVO/NGOs with AID. Easy
process compared to other activities (like the Handbook 3 project

papers). Basically review financial statements and okay them. 1If
these and audit report clear, there is not much to be done. Many

NGOs and particularly PVOs are organizations that AID already has

a good track record with.

Code registp was found 1 times in text . 245

Continue: spacebar

AQUAD - CODES 1 / V 3.2 * glh tibingen 05-92 *

search and print coded passages of text

load:
load:

305.num
305.cod

long--more than a year. AID required a complete revamping of their
accounting and bookkeeping system: this has added a heavy
administration burden, but their system is much better now.

Code registp was found 1 times in text .305

Continue: spacebar

AQUAD - CODES 1 / V 3.2 * glh tibingen 05-92 *

search and print coded passages of text

load:
load:

318.num
318.cod

it was difficult to figure out what was really needed. Found out
that not as much needed as thought when SOMEONE MORE EXPERIENCED

EXPLAINED.

Code registp was found 1 times in text .318

Strengthening the Public-Private Partnership C-23




C-24 Program and Operations Assessment No. 13



Re arch

Sut

Introd cti n

VOs and NGOs have a special place in

USAID’s development strategy, largely
because of the Agency’s belief in NGOs’ and
PVOs’ capacity to implement sustainable de-
velopment activities. This perception is
founded on a number of assumptions. PVOs
and NGOs

e Adapt simple, often innovative, labor-in-
tensive technology to local conditions

Build long-term relationships with local
communities

Have wide information networks, local
counterparts, and other institutional con-
tacts

Are less dependent on government in-
puts for their programs, compared with
other organizations

Historically, have made deliberate at-
tempts to foster and draw on local ca-
pacities for self-help (VanSant 1987)

1

a i

Although these assumptions may be true in
certain circumstances, they are not always
valid. Characteristics of NGOs and PVOs that
may decrease the likelihood of project sustain-
ability include

e Limited ability to leverage formal sys-
tems or access decision makers

e Inadequate attention to market forces

Staffing problems, such as high staff
turnover and lack of professional (tech-
nical) qualifications

Inconsistencies in program implementa-
tion

e Dependency on external financial sup-
port (VanSant 1986)

This appendix presents findings from a
number of sources: interviews with several
hundred NGO, PVO, and USAID staff; a field
survey of more than 20 completed projects;
and an extensive literature review. Topics dis-
cussed in this appendix include definitions of
sustainability, cost sharing, project design
considerations, and implementation considera-
tions, including monitoring and evaluation.

The literature review, completed by Tami Fries of Development Alternatives, Inc., consisted of analysis of 51
reports, evaluations, and studies on USAID’s PVO and NGO programs. It is available from CDIE as a working

document.



Definitions of
‘Sustainability’

“‘Sustainability’ is best defined in the
broadest possible way. Definitions limited to
financial, social, or institutional sustainability
are insufficient. Issues concerning impact and
potential trade-offs need to be addressed and
incorporated into a workable, flexible defini-
tion,

Addressing local conditions is important to
defining sustainability. Not all project compo-
nents may be sustainable; they may change
according to circumstances. Sustainability of
one project component may have unintended
repercussions or hinder other ongoing commu-
nity initiatives. A useful definition of *‘sus-
tainability’” will be broad and well suited to
individual environments.

Interviewees generally expressed a strong
interest in sustainability.2 Most PVOs and
NGOs believe sustainability to be a critical
part of their work. Beyond this enthusiasm for
the concept, respondents noted that sustain-
ability needs to be better defined by both do-
nors and implementers. The literature review
supports this, illustrating that USAID does not
apply a uniform definition of sustainability to
its activities. PVOs and NGOs distinguished
three types of sustainability: benefit, institu-
tional, and financial.

Benefit Sustainability

Benefit sustainability involves the indefi-
nite continuation of benefits that result from or
flow from an activity, rather than continuation
of specific project outputs. It is the demand for
particular outcomes that gives them value and
provides a test of whether they continue. Ac-
cording to VanSant, benefit sustainability is

2

the continuation of valued benefit flows or
outcomes with or without the programs or or-
ganizations that stimulated those benefits in
the first place. The nature of these benefits
may change, their source may shift, or respon-
sibility for their costs may be assumed by a
new mix of benefactors. What is important is
that the benefits or outcomes be valued by the
intended beneficiaries and that they continue
(VanSant 1987).

Defining ‘‘sustainability” as the continu-
ation of benefits is the most comprehensive
view. This also is the definition most often
used by PVO and NGO respondents and is
considered the most prevalent in USAID pro-

Factors in Benefit
Sustainability

® Broad-based participation

¢ Understanding local social and cultural
patterns and choosing compatible ap-
proaches

¢ Partnerships with private agencies, com-
munity organizations, and local govern-
ment

o Careful consideration of long-term impli-
cations during project planning and de-
sign

e Implementer’s strong organizational ca-
pacity

o Sensitivity to financial and economic re-
alities—attention to market forces

e Structuring the project to ensure a sus-
tained flow of financial support

e Attention to physical environment con-
straints

® A supportive (or at least neutral) policy
environment

® Capacity to build a base of experience
and share lessons learned with other or-
ganizations (ACVFA 1988)

Sustainability is one aspect of the sustainable development process. For a further discussion on sustainability and

sustainable development, see Russell et al. 1994.

D-2
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grams. But both PVO and USAID staff recog-
nize that achieving benefit sustainability takes
a great deal of time, effort, and resources.

Many PVOs and NGOs expressed concern
about the amount of time and resources re-
quired to achieve benefit sustainability. Most
respondents say that achieving benefit sustain-
ability takes from 10 to 20 years, depending on
the level of institutional development. PVOs
and NGOs believe USAID programming gen-
erally runs counter to this need, since project
funding averages 3 to 5 years.

Discussions of benefit sustainability with
PVOs, NGOs, and USAID staff included delib-
erations about differences in implementation
methods. NGOs and PVOs often said their de-
velopment approach deals more with sustain-
ing behavioral changes (as a result of project
activities), whereas USAID seems to pay more
attention to project sustainability.

PVOs and NGOs see their long-term local
commitment as critical to achieving benefit
sustainability, A 1988 ACVFA report supports
this. It states, “PVOs have a comparative ad-
vantage in achieving sustainable benefits

Evidence of Benefit
Sustainability

e A 1988 study found that only 11 per-
cent of USAID projects had a strong
likelihood of benefit sustainability
after Agency funding ended (IRIS
1991)

e A 1992 analysis found that 48 per-
cent of 71 USAID projects reviewed
were sustainable (Finsterbusch and
Wilkin 1992)

e A recent review of 268 USAID
evaluations (FYs 1989 and 1991)
found that only 9 per cent had a high
probability of sustainability after
USAID funding ceased (MSI 1992)

Reflections on Benefit
Sustainability

A South African NGO that has been car-
rying out development projects for many
years recently has begun to reflect on its
own capacity to achieve benefit sustainabil-
ity. This has always been a major goal, but
NGO managers feel there is room for im-
provement.

Helped by an external evaluation, the or-
ganization concluded that it could achieve
greater sustainability with a more participa-
tory approach to project decision-making.
To address this, the NGO has begun an ag-
gressive campaign to include beneficiaries
in all levels of decision-making.

Called People’s Participation in Plan-
ning, the initiative is designed to make the
NGO’s programming more of a bottom-up
process. The program seeks to help commu-
nities identify their own needs and develop
programs to meet these needs. It empha-
sizes building local capacity and empower-
ing communities (especially women) for
self-reliance. The NGO hopes the initiative
will excite communities about becoming in-
volved in and responsible for their own de-
velopment.

Strengthening the Public-Private Partnership

where sensitivity to local conditions, coopera-
tion of local institutions, and lean operating
costs are particularly critical to project suc-
cess” (ACVFA 1988).

Several of the assessment’s field case stud-
ies provide examples of benefit sustainability,
with mixed results. One USAID~funded South
African NGO has labored to develop programs
that deal with community needs, such as adult
literacy, income generation, and children’s is-
sues. Although the NGO’s goal is developing
sustainable projects, staff question whether
the programs will achieve sustainable benefits.
They are taking steps to realize greater success
in this.
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Mexico provides another example of an ac-
tivity emphasizing benefit sustainability. A
USAID-funded microenterprise initiative
there has attempted to build the confidence and
skills needed to bring sustainable benefits to
local communities. According to the NGO im-
plementer, an important aspect of the project
has been to prepare people to participate in
development projects. Beneficiary participa-
tion is seen as having a strong influence on the
success and sustainability of the activity.

Institutional Sustainability

Key components of a sustainable organiza-
tion include the following:

e A clear organizational mission

e Strong leadership, including housing
necessary technical and management re-
sources

e Ability to plan strategically and an apti-
tude for recovering costs

e Support from the local community and
capacity to mobilize beneficiary partici-
pation

e Ability to supply a continuous stream of
benefits (Kean 1987)

Recent studies indicate the importance of
building sustainable organizations to achieve
sustainable development benefits. The 1988
ACVFA report is a well-referenced account
that links organizational capacity to sustain-
able benefits (ACVFA 1988).

PVO and NGO interviewees voiced their
desire for greater attention to organizational
capacity building. Many respondents say the
Agency’s projects and programs provide insuf-
ficient resources for capacity building. Several
suggested that USAID emphasize this area by

3

Training Local NGOs
to Take the Reins

The Philippines Mission offers a creative
approach to institutional development of
NGOs. The Mission’s idea is to identify and
support the best indigenous organizations
and teach them about working with USAID
(including administration, management, ac-
counting, and evaluation) and to develop
their human resources capacity.

Under this program, the Mission awarded
grants to U.S. PVOs, with part of their role
being to develop the organizational capabili-
ties of local NGOs. The PVOs provided tech-
nical assistance and training that brought
local groups to a point where they could take
over local activities at the end of the initial
grant. This program has supported develop-
ment of a large, competent NGO community
in the Philippines (USAID 1993).

helping NGOs develop long-range strategic
plans, financial management capabilities, and
human resources. A recent USAID-funded
study noted that

The best way for USAID to ensure institu-
tional sustainability among its grantees is to
enable them to attain management skills nec-
essary to continue securing . . . funding
from a variety of donors as well as to con-
tinue to implement effective development
programs [MSI 1992].

PVOs and NGOs offered several reasons
why, in addition to providing activity funding,
donors should support institutional strength-
ening. First, NGOs serve as a voice for the
public and provide a system of checks and
balances for government actions.’ Second,

A 1987 evaluation of the Indonesia PVO Cofinancing Project (Betts, 4 Strategic Assessment of NGO Development
in Indonesia) found that local NGOs’ capacity to create a positive policy environment is a more important

contribution than direct delivery of services.
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supporting and strengthening NGOs provides
them with the capacity to serve marginal and
underserved groups.

PVOs and NGOs suggest that USAID pro-
vide funding for longer periods—for 10 to 15
years instead of 3 to 5 years. This would allow
them time and resources to strengthen their
organizations while devoting appropriate at-
tention to project implementation.

Interviewees also recommend that USAID
encourage greater networking and sharing of
knowledge and resources among the
PVO/NGO community. PVOs and NGOs say
USAID’s programs could foster better collabo-
ration and learning from both sides. Local net-
working is seen as critical to long-term
organizational sustainability as well as the sus-
tainability of the entire NGO community.

Financial Sustainability

There are two types of financial sustainabil-
ity. One pertains to NGOs and PVOs as organi-
zations. The other concerns project activities.

Research suggests the importance of gain-
ing control over key resources, including fi-
nancial and human resources (Fries 1994).
Sustainability thus goes beyond organizational
development to developing income-producing
activities and control over funds generated.
Financial sustainability of an organization re-
fers to a group’s ability to recover costs, allow-
ing it to continue to provide services. It can be
considered a component of organizational sus-
tainability; the two often are confused.

Many USAID evaluations state or imply
that self-reliance—the ability of an organiza-
tion to develop a mixed portfolio of financial
support—is a valid measure of financial sus-
tainability. This mix of financial resources
might include fees for service, local or na-
tional government funding, donor grant funds,
charitable contributions, and endowment pro-
ceeds (Fries 1994).

Project financial sustainability is achieved
when an activity is financially supported by
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those it serves. This can include in-kind sup-
port, financial or technical assistance, or both.
As beneficiaries support ownership of the pro-
ject, including a role in its design and cost, the
activity can take on more importance to the
community, bolstering its potential for sustain-
ability.

Informants gave examples of project finan-
cial sustainability when beneficiaries shoul-
dered part of project costs. Ideally,
beneficiaries would be involved in project de-
sign, support project activities, be willing to
accept a portion of the project’s expenses, or
have the capacity to maintain the project once
initial funding ends.

PVOs and NGOs encourage the Agency to
think more creatively about activity funding.
Support for endowment and trust funds, in-
come-generating activities, fund-raising tech-
niques (including obtaining funding from U.S.
private sources, other donors, and the host
country government), and developing innova-
tive cost-recovery techniques all are seen as
avenues that can contribute to long-term
growth and financial sustainability.

Replication

Many project implementers consider repli-
cation an element of a sustainable program. A
host of new problems can arise, though, when
a project that is designed and implemented by
local beneficiaries is expanded into new areas.

Some evidence links expansion or replica-
tion of benefits with risks to benefit sustain-
ability. The risks are that expansion or
duplication of a program requires different
skills from those of the original project con-
cept and may generate significantly different
kinds of costs. At least in some instances, ex-
pansion of benefits to new persons and new
areas may not be sustainable. The trade-offs
between these concepts should be explored be-
fore a project is designed and implemented,
since replication may not always be an attain-
able goal (Borton 1992).



Cost Sharing

Cost sharing is a mechanism that requires
PVOs and NGOs to make financial or in-kind
contributions to the overall costs of a project.
The Agency’s Handbook 3 (Project Design)
long has included a 25 percent cost-sharing
requirement for U.S. and indigenous organiza-
tions registered with USAID as PVOs. This
requirement is in addition to the guidance in
USAID Policy Determination 16, of October
1987, which simply encourages the financial
participation of recipients.

USAID began requiring cost sharing for
PVO/NGO activities for a number of reasons:

¢ Cost sharing is seen as a means of lever-
aging USAID development assistance
with other sources of money

¢ Cost sharing is considered a mechanism
to prevent NGO and PVO dependence,
both financially and programmatically

e Cost sharing encourages PVOs and
NGOs to gain a sense of ownership of
programs by financing a portion of the
costs

o Cost sharing makes it less likely that
USAID will be able to force its own
agenda on organizations that are ac-
countable to other sources or constituen-
cies (USAID 1982)

NGO and PVO interviewees provided a
number of reasons why cost sharing is useful.
Cost sharing

e Fosters ownership and commitment

e Promotes greater financial involvement
of beneficiaries

e Encourages PVO and NGO financial in-
dependence

e Allows PVOs and NGOs to simplify pro-
curement by using their own funds for
certain purchases

¢ Prevents reliance on one donor for fund-
ing

» Requires strategic planning for cost re-
covery once project funding ends

Asked if the Agency should require cost
sharing for PVO/NGO activities, PVO, NGO,
and USAID interviewees overwhelmingly said
“yes.” Nearly all USAID staff support cost-
sharing requirements, closely followed by
PVOs. About three fourths of the NGOs inter-
viewed support USAID cost-sharing require-
ments.

Most NGO and PVO respondents indicate
that USAID’s cost-sharing requirements are
understandable and are a way for them to show
their commitment to a given activity. But many
expressed their concern about the inflexibility
of cost-sharing rules. They felt cost sharing
should be approached with greater flexibility,
depending on circumstances, and should take
into account an organization’s financial limi-
tations.

Respondents who favor cost sharing in gen-
eral oppose it under certain circumstances,
such as when activities are not intended to be
financially self-sufficient. Examples are edu-
cation, policy research, legal assistance to the
poor, drug prevention and education, nutrition
and family planning programs, women’s em-
powerment activities, and human-rights initia-
tives.

On the negative side, some USAID and PVO
respondents say monitoring PVO and NGO
contributions is time consuming. There appear
to be no set guidelines on establishing dollar
values for in-kind contributions, making them
difficult to calculate. Some Agency staff say
cost-sharing arrangements have entailed addi-
tional monitoring, management, and paper-
work requirements.

Several NGO staff feel the standard 25 per-
cent contribution is inappropriate for many
organizations. They consider this percentage
onerous, especially for young or smaller or-
ganizations, NGOs feel this financial burden
could prevent them from seeking initial fund-
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ing from USAID and could limit the types of
organizations that work with the Agency.
USAID staff also expressed the belief that
NGOs should not be required to cost-share
until they have established a certain level of
institutional viability.

The literature review supports NGO, PVO,
and USAID perceptions. Although the objec-
tive of cost sharing may be to reduce depend-
ence on Agency funding, it does not always
succeed. Strict cost-sharing formulas may not
be as useful as other arrangements that more
accurately reflect an organization’s financial
capacity. In addition, some groups need assis-
tance to identify other mechanisms to achieve
financial sustainability.

In general, respondents believe the Agency
should have flexible cost-sharing guidelines.
Some NGOs suggest that USAID review its
cost-sharing requirements on a case-by-case
basis. Interviewees recommend that cost-shar-
ing requirements be established in Missions
and that they show flexibility in relation to an
NGO’s capacity and the activity’s goals and
objectives. In some cases the Agency may
want to provide funding (without cost sharing)
to an organization that is implementing a
USAID initiative, or if it cannot contribute to
costs.

There also were suggestions that USAID
require limited cost sharing for smaller organi-
zations. These cost-sharing arrangements
could range from 5 to 10 percent and increase
each year. Resources also could be devoted to
training organization staff in fund-raising and
providing information and training on other
income-generating activities.

In July 1994, in response to recommenda-
tions made by a joint PVO-USAID task force
(part of the Agency’s Advisory Committee on

4

Voluntary Foreign Aid), the Agency elimi-
nated the 25 percent cost-sharing requirement
for registered PVOs that was mandated in
USAID Handbook 3. Instead, all PVOs and
NGOs will follow Policy Determination 16. It
encourages the “largest reasonable and possi-
ble financial participation” of recipients but
does not prescribe a formula. In collaboration
with PVOs and NGOs, USAID staff now have
flexibility to develop situation- or organiza-
tion-specific cost-sharing plans for PVO/NGO
activities.

Project Design
Considerations

Defining and incorporating sustainability
concerns into projects is difficult. But methods
do exist for incorporating sustainability ele-
ments into project designs. They are discussed
in this section.

Asked if they believe sustainability to be an
appropriate goal for USAID-funded
PVO/NGO activities, respondents overwhelm-
ingly said “yes.” PVOs and NGOs feel
strongly about achieving greater sustainabil-
ity. They made a variety of suggestions for
improvements. Among them:

e Build from the most basic grass-roots
level

¢ Involve the target community at all lev-
els

e Ensure that project decision-makers are
the project beneficiaries

o Help groups make their own decisions
* Emphasize empowerment of women

e Use volunteers from the community to
implement projects

This finding is supported by a 1982 General Accounting Office report, which noted that rigid cost-sharing
requirements discouraged smaller (and perhaps more innovative) organizations from applying for programs that

require a matching component (GAO 1982).
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e Coordinate with available government
programs

e Develop implementers’ management in-
formation system capabilities

e Ensure that adequate training is incorpo-
rated into every project, for project bene-
ficiaries as well as project managers

Other themes regarding the design of sus-
tainable activities emerge from the literature
review, field case studies, and key informant
interviews.

Flexibility

Project planners need to consider sustain-
ability early in the design of new activities.’
The appropriate definition of “sustainability”
must be determined for each new project, tak-
ing into account its particular context and de-
veloping indicators against which
sustainability can be measured. Issues that
must be considered early in the project design
include the following:

e [s there community level demand for the
project and its benefits?

o How will the project contribute to sus-
tainable development of a community (or
region or country)?

o What are the attitudes of the central and
local governments toward NGO activity
in the sector?

e How will the project be sustained by the
local community? (Russell et al. 1994)

Ability to test and revise the project de-
sign—and its underlying assumptions—is
critical to sustainability. Initial errors can be

S

corrected if the implementer and its partners
are sufficiently informed and flexible in mak-
ing adjustments. When the implementer en-
courages feedback and project modification,
sustainability is enhanced (USAID 1989),

Broad Participation

Some sources indicate there is a link be-
tween beneficiary involvement and sustain-
ability. According to a 1988 ACVFA report:

Of all the factors that affect sustainability,
local organizational capacity to identify and
solve problems with the involvement of
beneficiaries is the most important (ACVFA
1988).

The field case studies also indicate that
beneficiary participation in design and imple-
mentation of projects is a main ingredient of
success, since it is the beneficiaries who have
the most to gain or lose from an activity. Their
participation creates an opportunity for inter-
ventions that are relevant to local needs and
that provide a sense of ownership for benefici-
aries.

PVO and NGO implementers also need to
work in partnership with community groups,
private associations, local government, and
other donors, among others.® Project designers
should try to incorporate into the planning
process powerful local interests and local de-
cision-making bodies (e.g., village chiefs, the
military) (Russell et al. 1994).

Successful NGOs often learn to collaborate
with government officials as well as with tar-
geted beneficiaries and local groups. These
NGOs keep the government fully informed of
ongoing and planned activities and give offi-

See International Development Management Center, 1991, The Logical Framework and Benefit Sustainability, for
s further information on incorporating benefit flows into project designs.

For example, the success of a USAID-funded activity in Belize suggests it was the solid partnership between the
government, the private sector, and PVOs that allowed resources to be directed most effectively and that directly
contributed to the project’s sustainability (Harkins and Quan 1990).

D-8
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cials public credit for project success. At the
same time they maintain credibility with their
constituents. Project planners should be cau-
tious, though, about proposed NGO activities
that replace or bypass government services.
These efforts can foster a difficult relationship
between implementer and government, Or they
could result in government neglect of a service
area.

Sustainable projects need the support of lo-
cal institutions to run and maintain activities.
Sometimes local institutions must be estab-
lished, but often existing organizations can be
adapted or strengthened.8 Project planners
must assess the capacity and the interest of
existing local institutions to continue activity
benefits (VanSant 1987),

Implementer Capability

Capacity of an organization to implement a
project is critical to sustainability. While there
is no formula for selection, time must be set
aside to learn about and understand proposed
implementers. For example, many foundations
have an interview process, including multiple
site visits, for prospective implementers. Iden-
tification of an organization’s strengths and
weaknesses during this period is important.
Since no implementer is likely to have all the
technical and administrative skills that design-
ers find important, it is essential to understand

7

and address implementer limitationsé and to
build on the implementer’s strengths.

Morss stipulates that institutional capacity
is a critical element of project sustainability,
saying that few project ideas are so compelling
that they will perpetuate benefits without insti-
tutions equipped to carry them forward (Morss
1982). Other studies support this assertion,
such as a 1987 study that found a high correla-
tion between organizational capacity and over-
all sustainability.lo

Taking the Measure
of an NGO

One approach to selecting an organiza-
tion is ‘‘performance-based training.” This
is a 1- or 2-day process in which project
planners visit an NGO to assess its normal
working environment. During this short
period, project designers take a close look
at the capacity of an organization with re-
spect to its administrative and managerial
skills; leadership styles; material, finan-
cial, and political resources; and under-
standing of the local context.

Project planners must consider a number of
factors when selecting an implementer.11
Screening questions include the following:

This occurred in the Zio River project in Togo, where a PVO took over provision of many agricultural services in
a given area, As aresult, the government was discouraged from providing assistance to the region and discontinued
extension services to this area (and other areas) that had been taken over by PVOs or donor programs (USAID
1989).

8

Efforts also can be made to look to informal groups (e.g., neighborhood associations, ethnic groups, and extended
o families) through which investments can be channeled.

Case studies from Indonesia and the Philippines show that training exercises to increase NGO skills in financial
wmanagement, project monitoring, and evaluation are critical to project success (Cotter 1988).

In this study, 55 percent of the projects with high organizational capacity ratings also had high overall sustainability
llratings (Kean 1987).

The Agency has developed a set of guidelines to be followed when working with local organizations in
microenterprise development. These guidelines are outlined in Policy Determination 17, Microenterprise
Development Program Guidelines.
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o What is the organization’s leadership
like? Have leaders been involved in set-
ting up other NGOs? If so, were they
successful?

o Does the organization have a sectoral
specialization?

o What are the organization’s current fund-
ing sources?

e Does the organization recover its pro-
gram costs?

o How long has the organization worked in
the region? country? community? Has
the organization a strong constituency?

In essence, program planners need to look
for NGOs (and leaders) with an en-
trepreneurial spirit, that is, they are pragmatic
problem solvers. They are strategic planners
able to develop the organization to carry out
their ideas. They are, moreover, motivated by
the desire to create significant grass-roots
change.

Financial Concerns

Activities often take longer to attain goals
and objectives than project planners antici-
pate. Designers need to maintain realistic ex-
pectations of the time frame necessary to
achieve project results. For several reasons,
donors may need to consider longer term fund-
ing arrangements. First, benefit sustainability
is a long-term process. If sustainability is to be
achieved, activities may need to continue for
more than 3 to 5 years (the usual funding
span). Second, longer term funding arrange-
ments allow NGOs and PVOs to look to longer
range financial and strategic planning for con-
tinuation of activity benefits.

12

Prospects for self-funded project activi-
ties—the phasing-out of donor resources—
should be considered during project design.
Issues to consider include possible income-
generating schemes, cost-recovery approaches
(e.g., fees for service), use of endowments, and
fund-raising techniques (Fries 1994).

Another issue raised by development prac-
titioners is whether activities can be sustain-
able if they compete with government
services.!? The issue of private sector provi-
sion of public services has several sides.
NGOs may be able to provide services more
efficiently and effectively than the public sec-
tor, but some point out that equal access to
services may be less likely when impoverished
users must pay private providers. Others con-
tend that public service delivery is more easily
controlled by elite and ethnic groups, making
equal access less likely (Russell et al. 1994).

Management
Considerations

USAID’s management of PVO and NGO
activities can affect their sustainability. Some
management considerations are the Agency’s
procedures and regulations, its short-term
funding approach, attention to monitoring and
evaluation, and measuring project impact.
These are discussed below.

USAID Practices

Several case studies and interviewees sug-
gest that the Agency’s procedures and regula-
tions can hinder sustainability. That, in the
long run, has negative implications for NGOs’
capacity to achieve benefit sustainability. One
example is the inflexibility of grants: once a

A USAID respondent referred to a U.S. PVO in Swaziland that worked in a sector the government seemed unable
to service. After several years of PVO success in distributing commodities, the host government appeared resentful
of the organization’s funding. Although the PVO continues to operate, it now receives no government support. The
PVO may be forced to cease services if outside donor assistance ends.

D-10
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grant is signed, NGOs say, they have difficulty
adapting their projects to changing conditions
even though adaptation is critical to sustain-
ability. Other unsustainable practices
mentioned by interviewees include English-
language reporting requirements, infrequent
USAID site visits, and minimal implementa-
tion support.

Funding Approach

USAID’s project-oriented approach to de-
velopment usually means short-term perspec-
tives and programming. According to several
interviewees, the Agency’s short-term funding
practices hinder sustainability. Projects often
are designed with a 3- to 5-year time frame;
after this period, implementers are encouraged
to seek other funding sources. This short-term
approach often is unrealistic for long-term pro-
ject results, which can require many years or
even decades of continuous support. As a re-
sult, NGOs and PVOs continually search for
new funds and are limited in their ability to
undertake long-term financial and manage-
ment planning.

Monitoring and Evaluation

Evaluations and reports consistently indi-
cate the importance of devoting resources to
monitoring and evaluation, but managers often
give this area insufficient attention. From the
time of project conception, short-term objec-
tives and long-term goals must be clear and
realistic. Responsibility for defining goals and
objectives is central to sustainability, since all
partners need to agree, explicitly and in ad-
vance, on the project’s scope and what it hopes
to accomplish. Case studies, interviews, and
the literature review all suggest that the de-
mand for an activity drives its success, and that
goals and objectives that are closely linked to

13

the immediate needs of local communities
have a greater likelihood of sustainability.

Benchmarks must be established during
project design to allow for progress monitor-
ing. In addition, indicators that look at sustain-
able impact also must be incorporated into a
monitoring and evaluation system. Developing
benchmarks and indicators allows implemen-
ters to track progress while ensuring activity
sustainability.

Both USAID and implementers can do more
in the areas of monitoring and evaluation. The
Agency can provide NGOs and PVOs with
additional training and resources for estab-
lishing benchmarks, developing realistic im-
pact indicators, setting up management
information systems, and conducting evalu-
ations. NGOs and PVOs can increase the
amount of resources devoted to their own
monitoring and evaluation activities and can
work to improve their skills in these areas.

Measuring Impact

Several interviewees raised the issue of
trade-offs between sustainability and project
impact. They say that some development ob-
jectives, such as behavioral changes (e.g., for
health projects) or acquiring new skills (e.g.,
through training programs) are difficult to
measure and to sustain. In these examples,
respondents consider project im?act to be
more important than sustainability. 3

An ACVFA report notes that although sus-
tainability is vital, it is not the sole indicator
of success; “[while] project benefits may be
sustained over time, the magnitude of a pro-
ject’s impact may be insignificant. Sustain-
ability is not synonymous with impact”
(ACVFA 1988).

Some informants say that USAID places too much emphasis on sustainability, to the detriment of examining project

impact,

Strengthening the Public-Private Partnership
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Other studies indicate that donors often
overlook NGO project impact while centering
attention on project implementation activities
and operational performance. In addition, fail-
ure to establish clear and measurable indica-
tors at the project level makes impact
evaluation difficult (VanSant 1986).

The Agency currently is undertaking a ma-
jor initiative on design and measurement of
performance-based activities. USAID staff are
developing indicators to effectively measure
results. But NGOs and PVOs often have diffi-
culty demonstrating broad-based results. They
may devote limited resources to developing
impact indicators and monitoring results. In
addition, small-scale initiatives may work ef-
fectively in one village but have limited appli-
cation in others.

Conclusions and
Recommendations

USAID has a long history of employing sus-
tainable development concepts in its projects
and programs. Its NGO and PVO activities are
considered central to these endeavors.

In the assessment, three types of sustain-
ability have been defined: benefit, organiza-
tional, and financial (pertaining to both the
organization and project activities). Benefit
sustainability is the continuation of valued
benefit flows after USAID funding ends, with
or without the programs or organizations that
stimulated those benefits in the first place.
Benefit sustainability is the approach gener-
ally used by PVOs, NGOs, and USAID.

D-12

Cost sharing was overwhelmingly sup-
ported by interviewees, but there was wide-
spread agreement that the strict 25 percent
cost-sharing requirement for registered PVOs
should be relaxed and that PVO/NGO shares
of project costs should be determined more
flexibly. In fact, the requirement was elimi-
nated in July 1994 (after completion of study
interviews). The Agency’s guidance now is for
the “largest reasonable and possible financial
participation” of recipients.

Sustainability should be considered early in
project design. To the extent possible, projects
should have flexible designs that allow revi-
sions based on changing environments. In ad-
dition, extensive beneficiary participation and
local involvement in project design and imple-
mentation, and the capabilities of the proposed
implementer, are essential to the sustainability
of project benefits.

PVOs and NGOs indicated that USAID’s
short-term funding approach—financing ac-
tivities for 3- to 5-year periods—may have a
negative effect on sustainability. PVO/NGO
experience indicates that long-term project im-
pact often requires 10 years or more of con-
tinuous intervention.

The literature review and interview respon-
dents indicate the Agency places insufficient
attention on sustainability aspects of project
monitoring and evaluation. Clear, measurable
benchmarks and impact indicators should be
established at the beginning of activities.
There can be trade-offs, however, between sus-
tainability and impact, as projects that have
significant impact may not be sustainable.
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ntroduction

uring the design of this assessment, a

number of questions were raised about
USAID’s increasing use of “umbrella” fund-
ing mechanisms for PVO and NGO activities,
particularly for management efficiency. To
obtain more information on this topic, a litera-
ture review was prepared by Development As-
sociates, Inc. To supplement the literature
review, evaluators collected information on
the effectiveness of umbrellas through more
than 250 field interviews. This appendix sum-
marizes the major findings from the literature
review and field interviews.

An umbrella is a funding mechanism de-
signed to deliver relatively small amounts of
Agency funds to a number of PVOs and NGOs
through one financial award to a lead recipient.
Most commonly, a U.S. PVO receives a block
grant award from USAID and subsequently
makes smaller subgrants to PVOs and NGOs
for project implementation. There are several
umbrella models, described below.

The umbrella mechanism originally was de-
veloped for expediency. USAID first used um-
brellas as an administrative mechanism to
channel funds to more PVOs and NGOs than
was possible through direct grants. Also, in
politically sensitive situations, USAID was
able to provide funds indirectly—through an
intermediary—to the intended recipient. How-

D-14

ever, as time progressed, it became evident
that subgrantees often needed assistance man-
aging their grants. Consequently, capacity
building has become a major component of
umbrella activities.

In addition to providing funds through sub-
grants, the lead organization often is responsi-
ble for providing administrative and technical
assistance to subgrantees. This may include
providing training, assisting with project im-
plementation, helping to develop or improve
standardized financial and administrative
practices, or assisting with the development of
monitoring and evaluation systems.

Umbrella mechanisms have been used to
implement activities in a number of sectors,
including agriculture, education, training, in-
come generation, rural development, health
and family planning, and environmental and
natural resources management.

Advan ages and
isadvantages

There is a range of assumptions regarding
the advantages of umbrellas. The most widely
asserted is that umbrella mechanisms reduce
USAID’s management demands, since the
Agency deals with only one grantee instead of
several. Other potential advantages, provided
by NGO, PVO, and USAID interview respon-
dents, include the following:
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o Umbrellas permit the Agency to fund a
wider range of small rural or grass-roots
community groups

o Umbrella activities provide NGOs the
opportunity to work as partners with a
lead PVO or NGO, to obtain implemen-
tation guidance and capacity building as-
sistance

e Umbrellas minimize the need for USAID
to directly provide technical assistance,
training, and supervision to grantees

One possible disadvantage of using an um-
brella mechanism is that USAID may not re-
ceive “credit” for funding subgrant activities.
Although this may be desirable in politically
sensitive situations, in other cases the Agency
may want its presence known. Project planners
need to recognize and address the limitations
of the umbrella approach on the Agency’s in-
country visibility.

From the subgrantee perspective, there also
are pros and cons to receiving subgrants under
umbrella activities. On the one hand, subgrants
can be a way to avoid many of the administra-
tive requirements of direct grants. On the other
hand, NGOs say that umbrella grants can hurt
their ability to develop long-term relations
with donors such as USAID, since the lead
implementer can compete for funding and visi-
bility.

Some PVOs and NGOs say that when
USAID uses the lead implementer simply to
administer subgrants—instead of also assist-
ing with project implementation and institu-
tional strengthening—PVOs and NGOs are
being used “like contractors.” Respondents
say the strengths of PVOs and NGOs are their
project implementation skills, innovative de-
velopment approaches, and knowledge of local
issues. These advantages are lost when the
organizations are employed merely as finan-
cial intermediaries.

Strengthening the Public-Private Partnership

Selection of Lead
Organization

Several models exist for management of
umbrella grants. The lead organization may be
a PVO or an NGO, an association of PVOs or
NGOs, or a contractor. The most common ar-
rangement seems to be use of a U.S. PVO,
although some larger or more experienced
NGOs also serve as lead implementer.

Significant factors in choosing a lead imple-
menter include the following:

e Size and organizational capacity of the
local NGO community

o Extent of U.S. PVO presence and PVO
relationships with local organizations

e Whether USAID’s activity objectives are
compatible with those of an existing or-
ganization, and whether the organization
can carry on the project’s objectives
without hurting its own

e Whether USAID’s project objectives as
carried out by the lead organization com-
plement services already being per-
formed by other PVOs and NGOs

e Whether the local political situation will
enable the lead organization to function
effectively to carry out the activity ob-
jectives

According to an evaluation of Latin Ameri-
can umbrella activities, if USAID’s principal
purpose is to provide funding for NGO activi-
ties (as opposed to institutional development),
then using a PVO or NGO-—rather than a mem-
bership association—as lead implementer/fi-
nancial intermediary is simpler and more
efficient. But if the purpose of the project is to
strengthen an organization to coordinate with
and represent NGOs, then using a membership
association works better. If USAID’s purpose
is to do both, then either type of organization
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can be used, depending on local circumstances
(Checchi 1989).

Although membership associations are best
employed when the objective is to strengthen
the NGO sector, several issues arise regarding
use of membership associations. These issues
include 1) attempts by individual member
PVOs or NGOs to control the association and
its policies, 2) members’ lack of understanding
about the appropriate roles and functions of
the board of directors, and 3) staff relations
with the board and its members. In addition,
one evaluation found that the financial sustain-
ability of the membership organization was
questionable, owing to lack of dues payments
and absence of other income-generating activi-
ties (Buzzard 1991).

A number of factors must be considered in
choosing a PVO or NGO as lead implementer;
each strategy has its own strengths and weak-
nesses. In general, NGOs may be more familiar
with local needs, whereas PVOs may be better
managed but more expensive.

In some countries there may be no local
NGOs that can effectively award and adminis-
ter subgrants. In other countries, a strong NGO
sector skilled in grant administration and man-
agement may exist. NGOs usually will demon-
strate a good understanding of the local
economic, political, and social situation. Al-
though NGOs may have a better sense of local
realities, they may not have the capacity to
effectively implement complex projects.
NGOs also may bring with them political bi-
ases and perspectives about other NGOs. Such
attitudes may hurt their capacity to act as neu-
tral decision-makers.
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PVOs, by contrast, may Provide a stronger
management infrastructure 4 and may come
with a good understanding of USAID regula-
tions and the complexities of umbrella activi-
ties. PVOs may bring needed skills to local
development projects but may lack sensitivity
to local perceptions and practices. U.S. PVOs
can be considerably more expensive than
NGOs. In addition, PVOs usually have expa-
triate staff that rotate every 2 or 3 years. This
can create continuity problems and questions
about whether PVOs can comprehend local de-
velopment needs.

Project Management
Concerns

Most problems noted by interviewees in-
volve project implementation and financial
management. Respondents’ major themes, as
well as pertinent findings from the literature
review, are provided in this section.

Management Efficiency

During field interviews, all categories of
respondents stressed the overall management
efficiency (including cost efficiency) of um-
brella projects. A majority of USAID staff
state that umbrella arrangements improve ac-
tivity management and that using an umbrella
mechanism works well in controlling costs.

But the cost efficiency of umbrella activi-
ties is a complex issue that has not been ade-
quately addressed in the literature. An
assessment of costs must include an accurate
comparison of USAID’s usual costs for direct
grant administration with costs under an um-

One USAID contracts officer believes it is better to use PVOs as umbrellas because they have more developed
management capabilities than local NGOs and can better isolate themselves from political pressures or corruption

ISin selecting local NGOs for subgrants.

One USAID respondent says that a Mission would need six to eight personal services contractors to do what one

PVO umbrella grantee does.

D-16
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brella arrangement. Cost estimates need to in-
clude 1) staff time and resources to manage
multiple NGO/PVO activities, 2) opportunity
costs of the Agency’s direct management of
multiple PVO grants, and 3) costs and benefits
of reaching more NGOs.

There are two conflicting views regarding
the cost efficiency of umbrella activities. The
first considers umbrellas to be more cost effi-
cient than direct USAID management for both
USAID and the implementers, for a number of
reasons:

o Less duplication and reduced competi-
tion for funding among NGOs

¢ Greater reliance on local resources and
expertise

e Streamlined reporting and monitoring
requirements

e USAID’s increased capacity to work
with multiple NGOs through one grant
mechanism

o Less USAID staff time and resources
needed to manage and monitor multiple
small grants

e The Agency’s limited role in providing
technical assistance and training

The second view holds that umbrellas are a
more costly alternative than direct grants.
That, critics say, is because 1) USAID pays
overhead costs for both the lead implementer
and subgrantees, 2) activity start-up times are
longer, 3) subgrant disbursements are slower,
and 4) subgrantees need capacity building and
technical assistance.

A 1989 evaluation of several USAID-
funded Latin America membership associa-
tions found that providing funds through these
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associations did not always result in decreased
Mission involvement, at least in the short term.
According to the evaluation,

Missions should recognize that working with
such organizations will involve them in prob-
lems affecting the operations and develop-
ment of these organizations; and that
resolving [those problems] will require staff
time, including that of Mission management.
This will be particularly the case if the Mis-
sion also seeks to have the organization as-
sume a leadership role among the NGOs and
achieve institutional sustainability. Conse-
quently, the saving on staff time is most
likely to occur over the long run rather than
in the short run [Checchi 1989].

Given the absence of much empirical evi-
dence regarding management (and cost) effi-
ciency of umbrella activities, several
unanswered questions remain:

e Does the award of umbrella grants per-
mit USAID to fund more organizations
and activities while using fewer human
and financial resources?

e Do umbrella activities minimize
USAID’s need to provide technical assis-
tance and training to PVOs and NGOs?

e Do umbrella activities reduce USAID
staff time for administrative and over-
sight responsibilities?

Communications and Coordination

USAID’s experience implementing um-
brella activities illustrates problems with com-
munications and poor coordination. A major
finding of a 1991 evaluation of a
USAID/Senegal umbrella activity was that the
project designers failed to take into account

For example, the USAID South Pacific Regional Development Office funded a project through a PVO and the
South Pacific Alliance for Family Health to promote population and family planning activities in the region. Using
this mechanism, USAID was able to provide assistance to ten cooperating countries and their NGO communities

through one funding arrangement (USAID 1990).

Strengthening the Public-Private Partnership
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the need for coordination and communication
among the various actors. The design did not
reflect the complexities of the project, its mul-
tiple partners, or its levels of intervention. The
evaluation recommended that future activities
include resources for PVO and NGO commu-
nications and coordination in order to provide
an opportunity for the organizations to learn
from each other and share experiences and
expertise (Ba et al. 1991).

In another case, the office of the USAID
representative to Afghanistan had grants with
a PVO and a foundation to fund a women’s
education program through subgrants to local
NGOs. A 1992 program evaluation found a
lack of coordination and communication
among the various donors and the implement-
ing organizations. It recommended that all de-
livery organizations work together more
closely to share resources and expertise (El-
Sanabary 1992).

Lack of coordination and communication
problems also were frequently cited by PVO,
NGO, and USAID interviewees. Respondents
say undefined roles and lack of communica-
tion between the lead implementer and sub-
grantees contribute to unsuccessful programs.

In addition, many NGOs feel distant from
lead PVOs that manage subgrants from the
United States. The NGOs say they are not kept
informed about issues concerning the grant
and, as a result, they are unable to plan their
own activities well.'” PVOs also admit a need
for better communication and efficiency in fi-
nancial and administrative matters. The use of
umbrella grants also can make it more difficult
to communicate USAID’s goals and objectives
to subgrantees (Kelly 1994).

Informants conclude that umbrella activi-
ties can be more difficult to manage when poor
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communications exist between USAID, the
lead implementer, and subgrantees. PVO and
NGO respondents recommend that lines of
authority and roles and responsibilities of
USAID, the lead implementer, and the sub-
grantees be clearly developed before the sign-
ing of grant agreements.

Project Monitoring

USAID staff have limited time and re-
sources to monitor and assess direct grants and
even less capacity to monitor subgrants. One
problem cited by Mission staff is their limited
ability to monitor the technical aspects of um-
brella subgrant activities. Agency staff say it
is necessary to monitor subgrants because they
believe the lead implementer may not always
have this capability.

Several NGO respondents expressed the
view, however, that Mission staff need to “let
go” of their overinvolvement, and trust the
PVO/NGO community to do its job. PVOs and
NGOs feel that monitoring subgrant activities
is their responsibility, and unless they are per-
mitted to do so, the umbrella process will not
work properly.

Financial Management

Many USAID respondents expressed their
concern about financial accountability matters
when the Agency does not have a direct rela-
tionship with subgrantees. Although there is a
sense that the Agency’s administrative over-
sight is reduced through the use of subgrants,
some USAID staff are concerned that subgran-
tees’ finances are not being monitored prop-
erly.

The range of interviewee comments on fi-
nancial procedures reflects the extent of

Both local NGOs and Mission staff comment that they feel out of the loop regarding disbursements and
expenditures because these activities are often handled by a PVO’s home office in the United States. There often
seems to be a lack of transparency between the PVO, the local NGO, and USAID.

D-18
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PVO/NGO knowledge about USAID’s rules
and regulations. Some PVOs and larger NGOs
appear to understand the various financial and
auditing requirements, but there are many oth-
ers that do not. Also a great deal of confusion
exists among key informants about the finan-
cial requirements of umbrella agreements and
subgrants. Some PVOs and NGOs feel that
umbrellas make it easier to deal with USAID’s
requirements. Others criticize the process as
being the same for both direct and subgrantee
recipients.

Some respondents say there are no require-
ments for lead implementers to exercise strong
financial management oversight over subgran-
tees. They add that only lead implementers are
bound by USAID rules regarding procurement,
travel and per diem, personnel, and the like.
However, all procurement rules and regula-
tions, as outlined in USAID’s standard provi-
sions, apply to subgrant recipients.

The Agency has developed two sets of
standard provisions, based on OMB Circular
A-110, which are attached to each grant or
subgrant. One set of standard provisions ap-
plies to U.S. organizations; the other, to non—
U.S. organizations. No distinction is made
between principal and subgrantee; rather, the
distinction is between U.S. and non-U.S.
When a U.S. PVO makes a subgrant to another
U.S. PVO, both organizations follow the same
procedures. But when a U.S. PVO makes a
subgrant to a local NGO, different, more re-
laxed standard procedures apply.

Interviewees had many complaints about
USAID’s financial rules and auditing require-
ments, including the expense of audits, the
time and resources devoted to establishing
“appropriate” financial systems, and not hav-
ing capable local expertise to conduct audits.
Recommendations include changes to OMB
requirements to more accurately reflect reali-
ties faced by local NGOs. NGOs and PVOs
also believe that USAID should consider dif-
ferent standards of financial accountability for
local NGOs than for other not-for-profit or-
ganizations and contractors.

Strengthening the Public-Private Partnership

The audit requirements recently were re-
laxed for NGOs that receive direct USAID
grants. In March 1994, the OMB Circular A—
133 audit threshold was raised; A-133 now
applies to NGO direct grantees if they receive
more than $100,000 annually in Agency funds.
The threshold for subgrantees, however, re-
mains at $25,000. In other words, it is sim-
pler—as regards auditing requirements—for
NGOs to receive a grant directly from USAID.
According to USAID’s Procurement Policy of-
fice, this subgrant audit provision may be
changed in the future.

Project Impact

As discussed above, using an umbrella
mechanism to implement a project involves
trade-offs. It may, on the one hand, take longer
to set up the project and make subgrants under
an umbrella. On the other hand, a wider range
of organizations may be reached and strength-
ened through umbrella grants. Questions re-
main, however, regarding the extent to which
project-level impact is achieved through the
use of umbrella grants.

For the most part, evaluators have found
that umbrella activities do achieve their objec-
tives. For example, the 1992 evaluation of the
Bolivia Regional Development project found
that the NGO component was helping USAID
achieve its strategic objectives of increases in
crop yields and incomes (Kraljevic 1993). A
1989 evaluation of umbrella groups in Latin
America found that subprojects were meeting
their objectives and having a beneficial effect
on recipients (Checchi 1989).

According to field interview respondents,
the most critical factor leading to successful
projects is the competency of the lead imple-
menter. Respondents feel that USAID project
designers need to give more time, attention,
and resources to the selection process, includ-
ing obtaining a thorough understanding of an
organization’s capabilities and experience in
implementing similar programs. “Compe-
tency” also includes concerns such as the abil-
ity to choose appropriate subgrantees,
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adequate management capacity to oversee sub-
project activities, the skills to provide neces-
sary technical assistance to subgrantees, and
the ability to work in partnership with the local
NGO community.

Capacity Building

Capacity building is taking on an increas-
ingly important role in umbrella activities. Ac-
cording to a 1992 USAID study, the ability of
a lead implementer to strengthen subgrantee
NGOs is appealing.18 The PVO and NGO com-
munity welcome this finding and have rallied
around the task of strengthening their commu-
nity and building new networks of collabora-
tion and information sharing.

Many of the umbrella activities reviewed
for this assessment included efforts by the lead
implementer to build the capacity of subgran-
tees. This assistance takes many forms, includ-
ing technical assistance, training in
fund-raising, membership development, stra-
tegic planning, management assistance, net-
working and information sharing, and
guidance on USAID’s systems and procedures.

A collaborative partnership between the
lead implementer and subgrantees is critical to
the capacity-building process. This partner-
ship can be a learning relationship where NGO
subgrantees master methods of project design
and implementation, gain new technical com-
petencies, adopt new management and admin-
istrative practices, and develop and use
monitoring and evaluation systems.

A midterm evaluation of a Bolivian NGO
umbrella activity found that NGOs look to the
lead implementer as a source of guidance and
assistance-—not just for funds. They perceive
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the lead organization as their “broker” with
regional development agencies and donors
(Kraljevic 1993). A 1992 study of a Colombian
membership association supports these asser-
tions, concluding that a membership associa-
tion can be an excellent vehicle for
institutional strengthening, program expan-
sion, and channeling of financial resources
(Alfonso et al. 1992).

Several USAID staff interviewed for the
study question whether the need for capacity
building overshadows the issue of achieving
project impact. A 1989 evaluation of Guatema-
lan umbrella activities concluded that the use
of umbrella grants appears to have limited po-
tential for contributing to the institutional sus-
tainability of PVOs assisting microenterprises
(Canellas et al. 1989). However, a 1992 evalu-
ation of African PVO/NGO projects notes that
most of the umbrella activities evaluated *“in-
cluded training and technical assistance for the
NGOs-—although the importance of this activ-
ity to the achievement of the projects’ objec-
tives is not always appreciated” (Otto and
Drabek 1992).

The literature review illustrates the diffi-
culty of assessing the success of umbrella ac-
tivities in NGO capacity building; the
evidence to date is inconclusive. However,
NGO and PVO respondents believe USAID
should devote greater resources to capacity
building to enable lead implementers to
strengthen smaller NGOs and build sustain-
able, community-based organizations.19 NGO
and PVO interviewees say the effectiveness of
umbrella arrangements would be greatly en-
hanced if lead implementers are allowed to
invest more resources in strengthening indige-
nous NGOs.

A 1992 study of African NGO umbrella grants found that umbrella activities are a flexible mechanism for enlarging
,QNGO operations and improving their institutional capacities (Otto and Drabek 1992).

In general, PVOs and NGOs appeal for more funding in areas such as operating costs (e.g., personnel, equipment,
and other expenses), training, marketing, strategic planning, and technical assistance.
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Conclusions and
Recommendations

Key informants made a variety of sugges-
tions regarding the use of umbrella mecha-
nisms. Recommendations include greater
attention to communications and information
sharing, the unique role of U.S. PVOs in ca-
pacity building, and subgrantee selection cri-
teria.

NGOs and PVOs stress the important role of
capacity building in umbrella activities; in
general, the positive contributions of capacity-
building efforts appear to outweigh weak-
nesses. NGOs in particular recognize the
opportunity umbrella mechanisms offer to
work in partnership with PVOs. Many NGOs
feel this collaboration can provide them with
the financial, technical and administrative
skills necessary to strengthen their organiza-
tions. The NGO/PVO community also recom-
mends that USAID devote more resources to
NGO capacity building as well as toward im-
proving communication among grantees. In-
creased NGO networking and information
sharing is seen as critical to NGO organiza-
tional development.

Although PVOs like the flexibility of um-
brella grants in selecting subgrant recipients,
many state that clearer selection criteria
should be established. PVO recommendations
include USAID’s development of country-spe-
cific guidelines for the selection of subgran-
tees. These guidelines should include
organizational criteria as well as guidelines for
project identification and funding.

Strengthening the Public-Private Partnership

Given the appropriate conditions and atten-
tion to design and implementation, umbrella
grants can be a useful way for USAID to reach
greater numbers of NGOs throughout the de-
veloping world. However, umbrella grants do
not always provide the Agency with the in-
tended management savings, such as reduced
administrative and oversight responsibilities.
A 1989 evaluation of Latin America and Car-
ibbean umbrella activities concluded that

USAID Missions can conserve staff time by
utilizing intermediary organizations [U.S.
PVOs and local NGOs] to prepare, monitor,
and evaluate project activities by NGOs.
However, it is unlikely that, without losing
its own coherence, one organization will be
able to handle the necessary range of re-
quired NGO activities; and [it is likely] that
a USAID Mission will be unable to utilize it
for all the types of activities it wants to sup-
port. Thus, it will not be able to avoid all
direct relationships with NGOs unless it has
a very highly focused, limited program
[Checchi 1989].

Umbrella mechanisms offer one approach to
the Agency’s provision of assistance to NGOs
and PVOs. The attention that USAID and the
NGO/PVO community devote to working in
partnership are key to successful design and
implementation of umbrella activities.
Through the joint planning and decision mak-
ing of all parties—including subgrantees—
umbrella mechanisms provide USAID with an
opportunity to support local sustainable devel-
opment initiatives.
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uring assessment planning, evaluation

designers decided it would be useful to
obtain information on the work of other multi-
lateral and bilateral donors, to supplement
findings on USAID’s work with U.S. and in-
digenous NGOs.2% Data were collected pri-
marily through field interviews in eight
countries with donors, U.S. and indigenous
NGO representatives, and USAID officials. In
addition, a literature review of the manage-
ment practices of European, Canadian, and
multilateral donors was conducted.

The overall size of an organization (i.e.,
number of staff and budget) appears to have an
effect on reported problems. Smaller NGOs
seem to have more difficulty interacting with
donors, understanding their bureaucracies, and
working in partnership arrangements. U.S. and
larger indigenous NGOs seem better prepared
to handle donors’ implementation guidelines,
reporting requirements, and auditing proce-
dures and, perhaps, to have more productive
relationships with donors.

Topics discussed in this appendix are donor
programming approaches, partnership ap-
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Wo k

proach, funding arrangements, project design,
project implementation, capacity building, and
implications for USAID.

o rPr ra
Ap r aches

ing

International development assistance to
NGOs varies from donor to donor. Each donor
has perceptions about NGOs, which engender
different programmatic objectives. Sometimes
NGOs are viewed as a contracting vehicle to
execute a donor’s development strategy. More
often, NGOs are considered an appropriate en-
tity to implement grass-roots poverty allevia-
tion programs. In other cases, an NGO’s entire
portfolio may be supported through institu-
tional-strengthening grants.

Although country program objectives vary,
there is considerable similarity among donor
NGO programs and substantial overlap in the
reasons donors choose to work with NGOs. 2!
These include the beliefs that NGOs

To conform to international conventions, in this appendix the term “NGO” refers to a not-for-profit organization
engaged in international development work and based either in the donor’s home country or in a developing

country.
21 try

See USAID 1982, for its guiding principles for working with U.S. and indigenous NGOs.

Strengthening the Public-Private Partnership
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o Apply low-cost solutions and maintain
streamlined, cost-effective services

¢ Have innovative and flexible approaches
to improving local conditions

e Have a good sense of the needs of local
communities

e Employ a high degree of participation in
project implementation

e Successfully work to empower local
NGOs

e Work well in poverty reduction

e Reach less accessible communities and
individuals—that is, the poorest of the
poor

Donors’ views vary greatly regarding the
importance of NGO involvement in strategic
planning. Most pay some attention to it, but the
impact of NGO involvement in donor program-
ming strategies seems to be limited. The Cana-
dian International Development Agency
makes a concerted effort to include Canadian
NGOs in its strategic-planning process; this
also is done, to some extent, with local NGOs.
The European Commission in South Africa
makes a significant effort to include local
NGOs in the formation of its development
strategy. The Swedish International Develop-
ment Authority also includes NGOs in the for-
mation of Swedish development assistance
policies (Gwynn 1994).

In field interviews, NGOs in general say
they appreciate the overtures being made by
USAID and other donors to include them in
their strategic-planning processes. Neverthe-
less, many NGOs are concerned that their
voices are not being heard. Several NGOs cite
USAID’s decision to close a number of Mis-
sions as one instance in which NGO perspec-
tives were not considered.

NGOs report feeling removed from donor
strategic-planning processes. Several NGOs
acknowledge some overtures by donors but say
they are halfhearted and often come too late in
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the decision-making process. Many NGOs also
note their own lack of time or ability to be
involved in strategic programming. A few
NGOs—most notably, larger ones—actively
participate in country-level strategic planning
and are encouraged about their level of partici-
pation and impact.

Partnership Approach

Many implementer comments address other
donors’ preoccupation with “process” con-
cerns (as opposed to a “results” orientation).
In their view, other donors pay relatively lim-
ited attention to the substance of NGO activi-
ties. Many implementers say they would like
donors to limit their attention to details even
more, while not adopting an entirely hands-off
approach. Striking an appropriate balance be-
tween detail orientation and a hands-off ap-
proach is viewed as a “partnership” approach
to development. In addition, some U.S. and
indigenous NGOs believe that donors, includ-
ing USAID, tend to use them as “contractors.”
Such an association does not advance the prin-
ciple of two equal sides in the development
relationship.

NGOs say they would like to see donors
take a more proactive approach to under-
standing organizations’ goals, objectives, and
needs—and funding these instead of predes-
igned projects that fit into a donor’s overall
development strategy.

To work effectively, U.S. and indigenous
NGOs say the donor-implementer partnership
should incorporate NGO involvement in every
aspect of the development process: strategic
planning, needs assessment, and project de-
sign, implementation, and evaluation. By de-
veloping a more holistic approach, NGOs say,
USAID and other donors can achieve better,
more sustainable development results.

Funding Arrangements

Most donors do not program large amounts
of money for directly funding indigenous
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NGOs.2? Instead, donors generally channel
funding through NGOs based in their home
country; these NGOs in turn team with local
NGOs. The donor NGOs work with indigenous
NGOs in a variety of capacities, such as award-
ing subgrants to NGOs, providing technical
assistance, or jointly implementing a develop-
ment project (SECOMA 1992).

In interviews, U.S. and indigenous NGOs
criticized the short-term funding arrangements
of many donors. Numerous U.S. NGOs point
to this strategy as an impediment to their own
long-term strategic plans. Many interviewees
link longer term funding to successful and sus-
tainable project implementation.

U.S. NGOs also expressed concern about
USAID and other donors’ practices of funding
discrete activities rather than entire NGO pro-
grams. As a result, many organizations are left
with the impression that donors are seeking a
vehicle (or “contractor”) to implement an ac-
tivity rather than selecting organizations that
have a commitment to a particular community
or sector. U.S. and indigenous NGOs in gen-
eral believe that greater donor resources
should be devoted to capacity building of in-
digenous NGOs.

Several funding mechanisms are widely
used by all donors. These include matching
grants, block grants, and umbrella mecha-
nisms. The main NGO cofinancing mechanism
of other donors is a 50-50 matching grant
(Gwynn 1994).

Many donors require NGOs to contribute to
projects as a way of demonstrating commit-
ment. Cost sharing is considered a way to en-
sure that U.S. or local organizations have
“legitimacy” as independent entities with
community-based support. Cost sharing also is
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viewed by donors as a way to encourage the
financial independence of NGOs.

Many indigenous NGOs claim to enjoy in-
direct relationships with donors. They say they
do not want to deal with the various rules,
regulations, audits, and reports demanded by
donors. Through a partner or subgrant relation-
ship, many local groups believe they are buff-
ered from these issues. But a significant
number of indigenous NGOs advocate direct
relationships with donors. They feel this is the
best way to develop true partnerships with do-
nors and is essential to understanding donor
organizations and developing long-term rela-
tionships.

Consortium funding is a unique approach
used by a number of donors, including Swed-
ish International Development Authority, the
Ford Foundation, the German development
agency Deutsche Gesellschaft fur Technische
Zusammenarbeit, the Norwegian Agency for
International Development, the Danish Inter-
national Development Agency, and the Euro-
pean Community. Consortium funding was
developed as a mechanism to enable NGOs to
receive and administer funding from multiple
sources in a simplified manner. For example,
standard formats for financial reports, pro-
gress reports, and project monitoring are de-
veloped; the recipient sends the same forms to
all donors.

In Bangladesh, some NGOs have begun to
accept consortium funding. Such groups in-
clude Grameen Bank, Bangladesh Rural Ad-
vancement Committee, and Proshika. Their
use of consortium funding has reduced admin-
istrative costs associated with reporting and
monitoring, completing separate evaluations,

Several donors say they set aside small sums of money for small-scale NGO initiatives, which seems to be a major
source of direct funding for local NGOs. These small grant programs often award noncompetitive, short-term
grants, which allow local NGOs a great deal of flexibility and independence. NGOs have mixed feelings about these
programs, though; they enjoy the flexibility and creativity the funds allow but are limited by the grants’ short-term
nature and the donors’ lack of participation in activity design, implementation, and evaluation.

Strengthening the Public-Private Partnership
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and conducting multiple audits (Stallard
1993).

Although U.S. NGOs, indigenous NGOs,
and donors all like the concept of consortium
funding, many pointed out the potential pit-
falls of this approach, including limited flexi-
bility and adaptability to changing local
conditions. In addition, setting up “standard”
procedures acceptable to all donors can be a
time-consuming process.

U.S. NGO, indigenous NGO, and donor in-
terview responses indicate a need for more
coordination among donors on types of pro-
grams funded, funding mechanisms, and re-
porting requirements. Among problems cited
by implementers are excessive reporting re-
quirements, poor management coordination,
overlapping and competing development agen-
das, and overlaps or duplication in auditing
and other financial requirements. To advance
the effectiveness of NGO programming, im-
plementers recommend that donors develop a
common set of procedures, quality guidelines,
and strategic plans.

Project Design

The study’s literature review revealed that
involvement of funding recipients in project
design is critical to project success. However,
donors have not been highly successful in this
area (Gwynn 1994). Donors have made efforts
to include NGOs in the design stage, but these
efforts often do not work well. Among the
reasons: inflexibility of many funding mecha-
nisms, limited staff resources available for col-
laboration with NGOs, and continued
resistance of some host country governments
and NGOs to closer collaboration.

U.S. and indigenous NGOs agree that do-
nors need to give greater attention to local
input before or during project design. They say
NGOs should be consulted about the needs of
local communities and should participate in
strategic planning. Respondents say that this
will result in more successful and sustainable
development activities.
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U.S. NGOs, indigenous NGOs, and donors
all say that USAID has a much better project
design process than other donors. Although it
is seen as detailed and labor-intensive, inter-
viewees concede that USAID’s attention to
project design results in more carefully devel-
oped activities.

Project Implementation

Donors frequently praised USAID’s rules
and regulations, saying that these procedures
hold the NGOs accountable for project imple-
mentation and for meeting goals, something
many donor programs inadequately address. In
many respects, donors view USAID’s proce-
dures as good standards to follow.

U.S. and indigenous NGOs had mixed reac-
tions on questions comparing USAID’s rules
and regulations with those of other donors.
Although they overwhelmingly agree that
USAID’s rules and regulations are more diffi-
cult than those of other donors, they made both
positive and negative comments about the con-
sequences of USAID’s regulations.

Overall, U.S. NGOs seem to have less diffi-
culty with USAID’s rules. Although the NGO
community experiences more problems fol-
lowing Agency procedures, NGOs often com-
mented on the benefits of these rules.
Advantages include gaining credibility by
working with a large donor organization,
learning how to handle large sums of money,
and acquiring skills in proposal design and
preparation. In general, NGOs agree they learn
a great deal while working with USAID that
enables them to subsequently approach other
donors for funding.

Negative remarks from U.S. and indigenous
NGOs centered on the implied lack of trust
resulting from the Agency’s strict application
of its rules and regulations. Several respon-
dents say that NGOs’ decision-making respon-
sibility seldom is commensurate with their
project implementation accountability.
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NGOs say they are confused about USAID’s
and other donors’ administrative processes,
such as decision-making procedures and fund-
ing sources. Recipients of USAID funding
claim to be overwhe med by its multiple fund-
ing sources (central, regional, and Mission)
and its layers of decision-makers (civil serv-
ice, foreign service, foreign service nationals,
personal services contractors, political ap-
pointees, and others).

U.S. and indigenous NGOs admonished all
donors, including USAID, for not having a
better balance between accountability and
flexibility. Implementers criticized donors for
simply giving out funds and then disappearing.
At the same time, USAID is seen as too process
oriented and paying too much attention to
rules. U.S. and indigenous NGOs would like to
see the donor community develop a true part-
nership, with both parties treated as equals in
decision-making responsibility, management,
and accountability.

Many U.S. and indigenous NGOs say
USAID gives more attention than other donors
to monitoring and evaluation activities. The
literature review supports this, finding that do-
nors have not been good at systematically
evaluating NGO initiatives or helping them
develop their internal capacity for conducting
benchmark studies or project evaluations. In
addition, evaluations appear to have examined
more closely administrative and implementa-
tion problems than impact or sustainability
(Gwynn 1994). For their part, donors often say
that it is NGOs that limit monitoring and
evaluation efforts, owing to their lack of un-
derstanding of the benefits of these activities.

Many NGOs say they have a limited capac-
ity to evaluate their own activities because of
the high cost of evaluations and the limited
value donors place on them. U.S. and indige-
nous NGOs repeatedly asked for more support
to develop their capacity to undertake data
gathering, analysis, and evaluation. Several in-
digenous NGOs recommend that donors in-
crease their emphasis on monitoring and
evaluation during project design. This could
be accomplished by devoting more time and
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attention to developing the necessary skills
within the NGO community and by providing
resources to educate and raise the awareness of
NGOs regarding the benefits of establishing
benchmarks, gathering data, and monitoring
results.

Capaciy u’l ing

Donors need to pay greater attention to the
institutional strengthening of NGOs. Reasons
for this lack of attention are, first, the insuffi-
cient funds that donors have thus far devoted
to capacity building and, second, donors’ in-
ability to develop a systematic approach to
institutional development (Gwynn 1994). Al-
though many Canadian and European donors
use a “partnership” approach to funding (i.e.,
linking international and local NGOs), the lead
organizations have not performed well in de-
veloping their counterparts’ capacity
(Cameron and Cockey 1993).

NGOs interviewed for this assessment be-
lieve donors should give greater attention and
resources to institutional strengthening. They
feel that donors’ emphasis on funding projects
for short periods runs counter to the institu-
tional needs of their organizations. Most
NGOs say that longer term funding of activi-
ties, coupled with resources to support capac-
ity building, are essential.

I 1'cat'ons fo

Each donor has its strengths and weaknesses
in project administration. Highlights of
USAID characteristics, identified through in-
formant interviews and the literature review,
are given in this section.

USAID’s NGO programming has a number
of strengths, including USAID’s in-country
presence and its direct relationship with U.S.
and indigenous NGOs. In comparison with do-
nors using centralized decision-making,
USAID’s in-country presence gives the
Agency the ability to work in a more interac-
tive, partnership manner. It also provides
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greater speed and flexibility in decision-mak-
ing. And maintaining locally based staff pro-
vides the Agency with substantive information
on local conditions and changing political, so-
cial, and economic environments.

In contrast to some donors, USAID often
funds NGOs directly, with no U.S. NGO part-
ner. When there is sufficient NGO capacity,
U.S. and indigenous NGOs agree that this
probably is the most beneficial arrangement.
Although working directly with USAID can
entail more paperwork and financial regula-
tions, it also permits greater dialogue with
Agency officials. Many organizations feel the
Agency’s hands-on attitude allows the NGO
community to learn about Agency operations
while simultaneously receiving continuous in-
put and assistance with implementation prob-
lems. Many indigenous and U.S. NGOs
believe other donors should adopt similar
strategies that increase the likelihood of part-
nership approaches to development.

Informants mentioned three weaknesses re-
garding USAID’s NGO programming; these
are supported by the literature review. Weak-
nesses are the Agency’s lack of attention to
capacity building and sustainability issues, its
short-term approach to project funding, and its
emphasis on detail and process.

U.S. and indigenous NGOs unanimously
agree that the Agency’s limited funding for
capacity building is a deficiency. Rhetoric
about institutional strengthening and sustain-
ability abounds, but concrete ideas often are
left out of project designs and implementation
procedures. Respondents note that among do-
nors, the Canadian International Development

23

Agency is known for its emphasis on project
and organizational sustainability.

As for short-term funding, U.S. and indige-
nous NGOs in several countries cited instances
in which Missions funded an activity for 2 or
3 years and then expected the organization to
find outside funding. In several cases, Mission
staff perceived the activity as successful (and
sustainable) because the organization obtained
funding from other donors. Many NGOs ques-
tion this logic and applaud the efforts of some
donors, such as the Swedish International De-
velopment Authority,24 to fund entire NGO
portfolios for longer periods.

Although several positive outcomes were
noted regarding the Agency’s rules and regu-
lations, U.S. NGOs, indigenous NGOs and do-
nors generally feel these requirements are a
stumbling block to effective implementation.
Some respondents believe the Agency’s atten-
tion to rules and regulations may limit its abil-
ity to be innovative. In addition, key
informants say that USAID’s strict attention to
details, such as accounting and reporting pro-
cedures, limits the Agency’s ability to concen-
trate on project impact. NGOs report that
USAID’s rules sometimes hinder implementa-
tion and that they also can impede flexibility
and trust—two qualities greatly appreciated by
the NGO community.

The Agency’s preoccupation with holding
its staff accountable for details limits its ca-
pacity to work in a more hands-on, partnership
style. More direct involvement with NGOs re-
quires greater time, resources, and energy,
which may be precluded by mandated report-
ing requirements.

This includes project sustainability that concentrates on community involvement and on organization
sustainability, including technical assistance on how to run an organization—such as training, strategic planning,

24and management and administration.

SIDA was mentioned as an example of how donors should work with NGOs. SIDA’s approach to NGOs is longer
term; it often funds an NGO’s entire portfolio. In general, SIDA does not use NGOs to implement its own strategic
objectives, but to complement SIDA’s bilateral government funding.
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Conclusions

The most important issue emerging from the
analysis of other donor practices is that
USAID and other donors need to change their
philosophies regarding NGOs away from proc-
ess concerns to those of substance and impact.
Although practices differ from setting to set-
ting, in the long run a process-oriented ap-
proach may be more likely to have a negative
influence on effective project implementation.

Other themes that emerged from the review
of other donor practices include the necessity
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for longer-term funding of NGO portfolios and
for capacity building and development of more
substantive relationships with the NGO com-
munity.

Some donors have successfully addressed
some of these issues. The Swedish aid agency,
for example, has been able to establish longer
term relationships aimed at institutional as
well as project-level sustainability issues. By
applying these lessons, USAID should be able
to develop long-lasting partnerships with the
NGO community and obtain better results for
its development activities.
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valuators solicited the views of senior

USAID managers to complement those
received from project officers who work di-
rectly with PVOs and NGOs. Nineteen inter-
views were conducted with senior officers
based in Washington and Mission directors
and their deputies based in the field.! Al-
though the sample was relatively small, as a
percentage of total Agency policymakers, it
was substantial.

The experience and knowledge of these of-
ficers varied significantly and yet, cumula-
tively, covered a wide range of issues and a
diversity of perspectives regarding the Agency
in general and PVOs/NGOs in particular.
Those interviewed included political appoint-
ees with little more than 2 months on the job,
to “old field hands” with well over 20 years of
international experience and service with the
Agency. In most cases, interviewees have had
experience both in the field and in Washington.

Interviews of senior managers were far less
detailed than those of PVO, NGO, and USAID

project managers, and were designed to elicit
broad-based perspectives and insights on a
range of PVO/NGO and USAID programmatic
and policy concerns. This appendix provides
findings and conclusions from the interviews.

a age e t apabi ities

Regarding the respective management capa-
bilities of PVOs and NGOs, interviewees con-
sidered both PVOs and NGOs capable of
attracting and retaining qualified staff, but for
different reasons. Although PVOs generally
were viewed as having stronger internal man-
agement capacity and being better able to com-
ply with USAID regulations and procedures,
respondents also believed that over time NGOs
could achieve a level of institutional capacity
adequate to meet USAID requirements. In gen-
eral, senior managers saw no distinction be-
tween PVOs and NGOs regarding potential
effectiveness. The following responses elabo-
rate these views:

USAID/Washington respondents came from the Bureau of Humanitarian Response (BHR) and within it both the
Office of Food for Peace (FFP) and the Office of Private and Voluntary Cooperation (PVC); Bureau for
Management; Bureau for Africa; Bureau for Europe and the New Independent States; Bureau for Asia and the Near
East; and Bureau for Latin America and the Caribbean. Directors and Deputy Directors were interviewed from
Missions in Guatemala, Mali, Mexico, Senegal, South Africa, and Swaziland.
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NGOs have thin management capacity and
often depend on a charismatic leader; PVOs
are starting to attract more well-rounded
staff, but high turnover is decreasing the
number of “old hands” who work for them,
with possible negative effects.

Internal management warrants higher and
more focused USAID attention—more so for
NGOs than PVOs, but there is a wide diver-
sity of capacity in both communities. . . .
USAID regulations are a horror, and we must
be willing to help both PVOs and NGOs
work within it in a more partnership ap-
proach that achieves both sets of institutional
objectives.

PVO skills have improved over the years,
both in the United States and in the field, and
in part due to USAID-financed institutional
strengthening. PVOs’ ability to attract and
retain qualified staff is due in large measure
to USAID funding.

Local NGOs have weak management capac-
ity and operate in an autocratic manner,
which discourages highly qualified staff
from staying. . . . NGOs that received capac-
ity strengthening through PVOs tended to be
stronger than those that received it directly
from USAID.

PVO staff are motivated with career choices
available to them; if individuals choose to
join a PVO it is because they want to. . . .
People who join NGOs are normally more
technically competent than [those who join]
PVOs, reflecting the lack of employment op-
portunities in developing countries.

There is tremendous variability in PVO man-
agement ability. . . . NGOs are weak and
often burdened by domestic political agen-
das. They have problems trying to compete
with the private sector in low-income coun-
tries over the same pool of experienced indi-
viduals.

PVO/NGO Sustainability

The consensus among senior managers was
that neither PVOs nor NGOs are successful in
ensuring sustainability of their organizations
or programs. More respondents felt that NGOs
were more successful in achieving sustainabil-
ity and had far greater potential to do so:

Sustainability is a good idea, but we need
flexibility. . . . With NGOs it is almost im-
possible to get a 25 percent matching contri-
bution and it is difficult to calculate in-kind
support.

Cost recovery is always a good idea but must
be achieved over time for sustainability to
occur.

PVOs are not interested in developing capa-
bility for achieving sustainable resuits. . . .
They get mixed messages from USAID on
the importance of sustainability. NGOs are
better at achieving sustainability. They can’t
leave.

PVOs have questionable capability to
achieve sustainability. Sustainability is a
function of many factors over which PVOs
and NGOs have no control, including host
government support, a stable economy, envi-
ronmental changes, population growth,
peace, etc.

The issue is a waste of time. The U.S. has not
been able to make it happen at home or in
USAID projects generally, so why the preoc-
cupation with making it happen in other
countries?

PVOs’ success at sustainability is a mixed
bag. It depends on what their role in the
country is. Do they want to leave anything
behind, and if so, what? Sustainability is
harder for NGOs working in poor countries
where they cannot build a membership base
or raise funds easily.
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USAID’s Objectives in
Funding PVOs and NGOs

One line of questioning was aimed at under-
standing senior manager views on 1) the pur-
poses of USAID funding for PVOs and NGOs
by central and regional Bureaus and field Mis-
sions; 2) the worthiness and actual attainment
of these objectives; 3) the relative priority of
funding among these three levels, including
allocation of budgetary resources; and 4) the
capabilities of each level to manage and sup-
port PVO/NGO activities.

Discussion of centrally funded programs
dwelled primarily on the Matching Grant Pro-
gram (MGP) of the Bureau for Humanitarian
Response’s Office of Private and Voluntary
Cooperation (BHR/PVC). Also discussed was
the PVO/NGO program of the Bureau’s Office
of Food for Peace (BHR/FFP). Responses
about regional Bureau and field Mission objec-
tives tended to address more their overall ra-
tionale for supporting PVOs and NGOs than to
address specific programs. These questions
were asked only of Washington-based manag-
ers.

Central (Bureau for Humanitarian
Response) Program Support

According to BHR/PVC, the principal ob-
jective of the Matching Grant Program is to
build the capacity of fairly well established
PVOs to branch out into new program areas.
PVOs with a good track record, that can pro-
vide a 50 percent match, are eligible for sup-
port. The following are senior managers’
descriptions of MGP objectives:

To provide a means for PVOs to leverage
additional funding to that gained in their own
fund-raising; or, put differently, to leverage
additional resources to those provided by
USAID in centrally funded activities.

To permit the Agency to meet congression-
ally mandated earmark requirements.
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To strengthen the Bureau’s FFP implement-
ing partners, some of whom work in difficult
circumstances.

To build a PVO constituency for USAID and
American foreign assistance.

To avoid the negative views held by field
Missions of PVO programs, primarily in
food aid and humanitarian assistance.

To provide easier cross-country, cross-re-
gional sources of funding; or, to provide a
central service for multicountry, multire-
gional activities.

To fund expansion of ongoing PVO pro-
grams (let them do more of the same).

The feeling was that these objectives were
worthwhile given “real world” conditions, in-
cluding political realities. But the opinion was
more negative when these objectives were dis-
cussed in “truly” developmental terms, or in
light of whether they were actually being ac-
complished or if they meet Mission objectives
and needs.

Roughly half the respondents argued that if
the Agency is hit with budget cuts, central
Bureau grants to PVOs should be among the
first to go or, at least, should not be protected
from such cuts. A slight majority felt funds for
PVOs could be better utilized and managed by
field Missions. A minority felt that central
bureau PVO programs could be shut down al-
together, with funds transferred to the field.

The outlook of BHR managers was, not sur-
prisingly, different. They felt that moving
these programs to the Missions would be to
place them in the hands of “unsympathetic”
field staff who would sacrifice important
Agency objectives for the more narrow inter-
ests of the Missions (e.g., through “projectiz-
ing” food aid). The following comments
reflect the views, pro and con:

If the PVO is sufficiently mature and compe-
tent to qualify for this [MGP] program, it
should be able to undertake its own further
capacity growth without USAID assistance.
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MGP has been very successful in helping
PVOs gain expertise and develop program
models in such areas as microenterprise and
child survival, which will have far-reaching
spinoffs in the developing world, and at a
relatively small overall budget ($45.0 mil-
lion in 1993).

MGP is not worth it because you are not
going to leverage very much additional funds
for the amounts involved.

I don’t think the purposes are being accom-
plished because PVOs are still beating up on
us; they are not happy.

Regional Bureau Program Support

All the regional Bureaus provide funding to
PVOs. The perceived objectives of these pro-
grams are at least as diverse as those of the
centrally funded MGP. Senior managers iden-
tified these program objectives:

e To fund PVO participation in regional
sectoral programs (e.g., the environ-
ment, microenterprise)

e To get PVOs involved in new sectors
(e.g., democracy and governance, natu-
ral resource management) of strategic
importance to the regions; or to promote
new ways of doing business, such as with
private companies or regional networks
(e.g., women’s political network)

e To permit achievement of a regional Bu-
reau mandate such as the Development
Fund for Africa

e To stimulate indigenous NGO growth
and, in a larger context, civil society
through PVOs

e To respond to PVO lobbying efforts—
that is, providing funding in response to
political clout

¢ To maintain a USAID presence in coun-
tries where a Mission has closed out; or
as a means to provide assistance in coun-
tries with no USAID Mission
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A majority of respondents distinguished be-
tween the BHR and regional Bureau programs
in that the latter provide support to PVOs
within a strategic framework developed with
and for their field Missions, while the former
responds directly to PVO plans and needs.
Thus, while the regional Bureaus also fund
PVO capacity building, it is for the express
purpose of encouraging them to tackle new
sectoral activities consistent with new pro-
gram directions the Bureaus have set for them-
selves. It is clearly understood that once their
portfolios have become better defined and pro-
grammatically sound, regional Bureau funded
PVO activities will be phased out and left for
the Missions to fund or not as needed.

In a similar vein, regional Bureaus have
funded PVO programs because Missions did
not have the staff to adequately design and
manage such programs (the example given was
the large number of new country programs
begun in Europe and former Soviet Union).
But the principle remained the same: once Mis-
sions were capable of assuming management
responsibility, the regional Bureau would
phase out of this role.

In general, respondents felt Bureau objec-
tives were worthwhile and, overall, were being
achieved. A significant number of respondents
expressed views similar to those about BHR
programs—that is, the need to maintain Bu-
reau responsibility for funding of PVO activi-
ties and not turn them over to the Missions
until, in the words of one respondent, “the
negative attitudes of Mission directors toward
PVOs have changed.” In this regard, some
directors apparently see PVOs as annoyances,
simply creating “patches of green” amidst
general conditions of poverty and thus not con-
tributing directly to development.

As for which locus merits priority funding
for PVO activities, opinion split about evenly
between regional Bureaus and field Missions.
When faced with the possibility of budget cuts
for the Bureaus, though, most respondents felt
PVO programs should hold no special priority
within the larger program portfolio.
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Mission Program Support

Senior managers listed a variety of objec-
tives that reflect their perceptions of why field
Missions fund PVOs and NGOs. At least one
senior manager noted that a major reason for
funding PVOs involved domestic politics, in
some cases when Missions believe that pro-
grams funded are not consistent with their
country strategic plans. There was, however,
virtual unanimity that the only valid approach
for supporting PVOs and NGOs is within the
framework of a Mission’s strategic objectives.
The following represent senior managers’ per-
ceptions of Mission objectives for funding
PVO/NGO activities:

e To use PVOs/NGOs as the most efficient
way to carry out projects and achieve
country objectives

e To complement host country govern-
ments in providing public services

e To provide continuity, through PVOs, to
Mission-funded NGO programs

e To carry out whatever the Mission’s de-
velopment objectives are at either pro-
ject or program levels (i.e., to serve as
implementing agents)

e To support politically sensitive activities
(e.g., human rights, family planning),
which may be inappropriate through di-
rect bilateral programs

e To promote (through NGOs) a force for
change in both sectoral activities and in
the larger society (strengthening civil so-
ciety)

o To respond to the political pressure of
PVO lobbying or congressional ear-
marks

The respondents felt all these objectives,
except the last one, were worthwhile, although
their achievement was by no means uniform.
For instance, while most senior managers
agreed PVOs bring motivation and energy to
the work of development, they feel the quali-
ties are largely being negated because of
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USAID’s management regulations and ac-
countability requirements, which keep them,
as one manager put it, “behind their desks
pushing papers rather than in the field promot-
ing change.”

As discussed above, a significant number of
senior managers feel that, while in principle
the Missions may be the priority locus of
Agency support of PVOs/NGOs, in practice
their attitudes are not always positive toward
these groups (PVOs in particular). Some
doubted that overall achievement of Agency
objectives and mandates can be ensured
through field Mission activities, so there re-
mains a justification for central and regionally
funded PVO/NGO programs.

Umbrella Mechanisms

Respondents generally agreed that most
Missions prefer funding NGOs directly rather
than through an umbrella intermediary, nor-
mally a PVO. A number of senior managers
argued a direct relationship contributes to
achievement of important Mission objectives.
However, they noted that the reality of limited
Mission capacity to work directly with NGOs
often limits this preference and leads, in most
cases, to using a PVO intermediary. One senior
manager pointed out that umbrella mecha-
nisms have little to do with increasing or de-
creasing the chances of achieving a Mission’s
developmental objectives; they are used for
administrative ease—for management (not
program) purposes. The following responses
provide a cross-section of senior manager
views:

While considerable funding can be wasted
through umbrella projects, it is a good com-
promise in an imperfect world.

Umbrellas are more costly and time consum-
ing, and the intermediary organizations are
less likely to develop a partnership arrange-
ment with USAID; they have their own
agenda, which gets in the way.

Every opportunity to work directly with
NGOs should be taken if they are strong
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enough; however, we must question
USAID’s capacity to work directly with local
groups, given staff resources, time, manage-
ment, etc.

Umbrellas are better because they lighten a
Mission’s management role and burden, and
circumvent attitude problems at the Mission
level.

In exchange for management efficiency,
Missions lose their hands-on relationship
with local NGO communities because the
umbrella becomes a buffer; moreover, PVOs
can be patronizing.

USAID’s Evolving
Relationship with PVOs
and NGOs

As discussed in various ways in the preced-
ing sections, PVOs and USAID have engaged
in dialog for the better part of two decades over
the appropriate role of PVOs in formulating
and implementing American foreign assis-
tance policy. The next two sections deal with
senior managers’ comments on questions con-
cerning 1) the validity of funding “autono-
mous” PVO/NGO programs with public funds
and 2) the appropriate degree and actual influ-
ence of PVO/NGO collaboration in developing
strategic plans at all levels of the Agency.

PVO/NGO Program Autonomy or
Alignment

Should USAID funding to PVOs/NGOs be
undertaken to support their own programs and
thus ensure their autonomy, or should funding
be in alignment with USAID-defined country
program objectives? This was the principal
issue raised of senior managers in this series
of questions. Interviewees generally supported
the view that PVOs and NGOs deserve support
only if they can assist in fulfilling USAID’s
objectives. But a significant minority be-
lieved funding should sometimes support
PVO/NGO activities independent of USAID
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objectives. The following responses provide
rationales for these views:

If USAID is going to be held accountable for
the impact of PVO/NGO activities, their pro-
grams must be closely aligned with our own.
Perhaps if the nature of the USAID-
PVO/NGO relationship were different—a
truly competitive grants program, for in-
stance—then we could lean toward funding
independent activities.

PVOs have the perception that they deserve
funding, if for no other reason than they are
PVOs. Even if this were valid, a programmatic
rationale also must be present. I’'m not sure
whether USAID has found that rationale.

We should fund both independent and “in-
strumentalist” programs of PVOs/NGOs. At
the macro or programmatic level, funding
should support USAID’s purposes; at the mi-
cro or project level, funding can be made to
PVO/NGO initiatives.

It is important to fund PVO/NGO-initiated
activities as they are likely to have greater
commitment and thus become sustainable.

PVOs/NGOs should work in close alignment
with USAID objectives. Missions are respon-
sible to the Agency, Congress, and ulti-
mately the American people for identifying
problems and judging how to address them.
. . . We will make partnerships with those
who share our views.

PVOs/NGOs should work in close strategy
alignment with USAID. The Agency should
provide broader, long-term strategy direction
since it understands the economics of devel-
opment. PVOs and NGOs understand only
micro, local-scale development.

Projects should be closely aligned with
USAID objectives and strategy, but when a
PVO/NGO project is well chosen, then give
them the go-ahead to implement it without
close supervision. There is no correlation be-
tween heavy USAID involvement and a suc-
cessful PVO/NGO activity.
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Strategic Collaboration

In general, senior managers felt PVOs have
had a reasonable level of influence in develop-
ing USAID’s strategic plans, although prob-
ably not so much as PVOs would have liked.
NGOs, by contrast, have had far less influence,
and a majority of respondents felt this is an
area in which the Agency needs to increase its
efforts. The following responses illuminate
these findings:

immigration) define the nature of our pro-
grams and objectives.

Implicating PVOs and NGOs in strategy de-
velopment is not useful. They often want
things that are not sustainable and don’t in-
crease per capita income, but rather meet im-
mediate needs. Perspective is too short-term
to be able to focus on long-term develop-
ment.

[They have] only marginal influence in

PVOs have had some influence on strategy
formulation in that they have caused the
Agency to pay more attention to agriculture,
natural resources, and equity issues; how-
ever, it is probably not as much as they
(PVOs] would like. There needs to be more
input in terms of substantive dialog, but not
in the review of USAID documents. . . . Let
USAID be the bureaucrats.

Both PVOs and NGOs have had an influence
on our strategies, but we could do more at the
Mission level. In particular, we could do a
better job of explaining why we do or do not
fund their activities.

PVOs have had an influence on the formula-
tion of USAID’s strategies. It has been satis-
factory but not well rounded in that the
process has been dominated by a small num-
ber of larger, more active organizations.
NGOs need to be more intensively consulted.

More recently PVO/NGO collaboration and
influence have increased. . . . PVOs have had
a historic influence on the Hill with such
issues as microenterprise and child survival.

USAID must determine its own general areas
of involvement in the beginning, but then it
is important to increase PVO/NGO involve-
ment. Once broad sectors are identified,
PVOs/NGOs should be brought in to help
define the specifics, given their knowledge
of country conditions.

Ours is a politically driven program. While
PVO/NGO input and collaboration are desir-
able in most countries, that is not the case
here where bilateral issues (such as trade and
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USAID’s development strategies because
they don’t have the wherewithal, the human
capital. . . . Would like to see much more
involvement of NGOs because they serve as
proxies for the grass roots.

PVO influence is too strong, and they exer-
cise undue influence. Too much of our time
is spent in trying to satisfy the felt “ greeds”
of PVOs.

Conclusions

This section analyzes and interprets inter-
viewees’ statements. The purpose is to raise
issues and stimulate thinking in areas where
much discussion has taken place but no defini-
tive actions have been taken.

Management capability and sustainability:
Senior managers saw no overwhelming differ-
ences between PVOs and NGOs regarding
their capacity to undertake successful develop-
ment projects or to ensure project or organiza-
tional sustainability. The far longer experience
of PVOs in international development and
their greater access to financial resources need
to be balanced against NGOs’ local presence
and commitment to grass roots development.
Agency policymakers should reflect on where
budget allocations can be best invested for
long-term effect.

USAID objectives: Interviewees raised a
number of critical issues on USAID’s objec-
tives in funding PVOs and NGOs. The most
important issue is finding the proper locus of
decision-making within the Agency. Should it
take place at the central Bureau level or in the
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field Missions? This age-old debate, not lim-
ited to PVO/NGO policy considerations, con-
cerns the proper role and functions of central
Bureaus relative to field Missions. Policy con-
cerns that flow from this issue, and corre-
sponding decisions that must be made, include
the following:

The role of PVOs in USAID implementa-
tion: What is the appropriate role of PVOs in
program and project implementation as the
Agency downsizes and Missions lose staff or
are closed out altogether? While this issue per-
tains primarily to field programs, there are a
number of central and regional Bureau pro-
grams that utilize or support PVOs to accom-
plish Agency objectives.

In an era of dwindling resources for official
development assistance, this question raises a
number of policy concerns: 1) Should USAID
support PVOs only insofar as they contribute
to achievement of USAID objectives (at any
level), or should the Agency support activities
that are initiated by PVOs and which may or
may not contribute to USAID’s objectives?
2) What does ‘‘partnership’ between the
Agency and PVOs mean if implementation of
USAID strategies is the only or the primary
role of PVOs in USAID programs? 3) What is
the relative advantage of using PVOs in an
implementation capacity versus using contrac-
tors or universities?

PVOs versus NGOs: As we enter the last
half of the fourth development decade, a major
question is the proper role of PVOs (or inter-
national NGOs in general) in the national de-
velopment efforts of our partner countries.
More specifically, what is the role of PVOs
relative to their NGO counterparts? How does
USAID’s capacity to work with and manage
support to NGOs affect its development objec-
tives in host countries, particularly the objec-
tive of promoting sustainability? Should a
fund for NGO capacity building be created
along the same lines and for the same objective
as the Matching Grants Program is for PVOs?

Is it possible or necessary to develop criteria
for supporting one set of actors over another,
particularly in the absence of a declared pol-
icy?

These two sets of policy concerns as well as
the larger issue of the proper locus of decision-
making and implementation responsibility for
PVO and NGO support must be dealt with if
USAID programming is to lead to achievement
of overall Agency objectives. Absent such de-
cisions, relationships within USAID and be-
tween it and the PVO/NGO communities will
continue to be marked by tension and less-
than-optimal use of our foreign assistance re-
sources.

USAID’s evolving relationship: On the is-
sue of PVO/NGO participation in USAID
strategy development and program implemen-
tation, senior managers generally oppose
greater involvement. And yet, these same man-
agers admit PVOs and NGOs have played an
indispensable role in implementing U.S. for-
eign assistance. One suspects there has been
far greater PVO/NGO influence in policy and
strategy formulation, albeit indirectly and in-
formally, than is indicated by the specific re-
sponses cited above.

Senior managers say the USAID--
PVO/NGO relationship has an inherent ele-
ment of conflict, and this is not necessarily
bad. In a democracy, the making and execution
of public policy depends on expression of a
variety of views and interests and a recogni-
tion that nongovernmental actors have a legiti-
mate role in both formulation and
implementation.

Much of USAID’s relationship with PVOs
and NGOs has been driven by the need for
accountability, for it is after all a public agency
entrusted with public funds. If PVOs and
NGOs are going to enter the public domain and
participate with USAID in the delivery of
American foreign assistance, they must accept
and share the responsibility that goes with it.
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