
A REVIE P HI'1EF RELATTONSHIPS 

?TEB THE PAT'IFTNDER FUND AND THE 

A( iEl 	 CY FOR T1NT ERINAT]ONAL DEVELOPMENT 

Ullb. (;MIAT NO. .ID/csd 1870 

By the 

()pperatio.ins Appraisal "taff 

of the 

Office of the Auditor General
 

October 27, 1972
 



TABLE OF CONTIR''S 

Page
Sections 


- - Sunnary of ,iKndings and Recounendations .... 1
 

Ii - Introduction ain Scope ...................... 2
 

IIT - A 2hort; History of the Pathfinder Aind and
 

A.I.D. 's Involvemenlt in the iland ............ 3
 

TV - The 14thl'i'ji-ier Fund Organization and Its
 
Act i i t i :a.................................. 
 It
 

V - Grant o <ontract ........................... 7
 

.' - The !rant DocumentI.......................... 9
 

".E - Validity o" the Orant Mechanism Where A.I.D.
 

Contributes the Major Share ................. 11
 

7- - Need for Fetter Project Preparation and
 
Evaluation .............. ................... 12
 

Y.- Need or. 7ountry Strategies ................. i.A
 

X - Administrative Costs ........................ 14
 

,T - internal Control and Audits ................. 15
 



,,x:.r; of §iudi -:s and Recomendations 

7iZrdinjs 

1. 	 in broad terms, the Pathfinder Fund is generally accomplish
in objectives of Grant ATD/csd 1IYPO. Wvhile the Pathfinder 
orrnizai, ion merits the confidence of A.I.D. for continued 
support, we believe it must intensify its efforts and achieve 
a better "rogranmning and management competence, fully com
:-ensu-r'te .,-ith its increased size and global Lnvolvement. 

2. 	 The A<ency's grant agreement with the Pathrfinder Fund is 
overlJy cormiex. The grant document with its thirteen amend
..ets is cumbersome, internally inconsistent, and difficult 
to administer from the A.I.D. and Pathfiider viewpoints. 
it i more ike a contractual arrangement than a trme grant. 

3. 	 Appr.oxIm.t-e,' T percent of the PatLhfinder 'und's Finances 
are received From A.Y,. Although both f~uili Finder and A.1.D. 
would orefer a more evenly balanced funding ratio the cur
rent ratio has not been, as a oractical mater, a disadvan
tage to the achievement of mutual objectives. 

Recommendations for /u\!PHA Action: 

1. 	 Mhat tie A.T.D./Pathfinder Fund reltionship be recast into 
Sr. ,, tnitor/qran ,ee arrangement in line witl the recent 

1 Wends grants contracts.A. . iW on vs. 

AgmM grant, it -niendinents be 
.gli sid ae" singie doctllniti; oh 

2. M r' s and nunerous 	 re-.
a cohesive whic. would better- a 

express in clear concise terms the understandings between 
the ,. r;in . 

3. 	 'i'hat P'AIoP work out with the Pathfinder Fund arrangements 
for Pathfinder's establishment of' target dates f'or the full 
operational application of subproject design practices, 
good evaluation olicies and procedures, and improved cost 
effectiveness measurement practices. 

4. 	 That A. D. maintain continuing emphasis witlh Pathfinder 
to see that the rate of improvement in management and 
o.reI., jral matters continues at a pace that justifie<s con
tinuin l'arge A.I.D. inputs. 

. .t 'A/QIP arrange to have the Pathfinder Fund prepare 
a..ppr'opriate country strategies for multiple project countries 
:ard ",pl;y Sum on a consis teinI basis. These strategies 
; .lf. I .1 eon form basic A. rD. guidelines to assure that 

M,]ey are notl , niconsstent with A.r.D. prograi auid geographic 
emphasis. 



That under th. new arrangements, the Direct I rogram Support 
budget itemln e eliminiated and that the sub-items included 
therein be funded under Admini strative (.:;,!. 

.. rtoduction and Scope
 

An Action :.lemoranchun (May h, 1972), prcpared by PPC, by which 
the Deputy Adinistrator approved a 13 ! .1ion ,rant to the
 
Pjtvh dr~rTijnd included the following "conditions":
 

...,roject is -pproved in the anount of *3.0 million 

throuh ece 31, with the understandi:ng that..... f72 


(a) The planned evaluation of Pathfinder's ef

fectiveness and progress in achieving the (bjectives 
stated "inAD ;rants will be completed by rfctober 41,
 
1972.
 

(b) The Auditor General's (eratiLons Appraisal 

Staff will co.:duct q review of the m.anagement and progrearm 
relationships o" AID and the Pathfinder Ptnd with the 
review completed by October 31, 1972.' 

The "Discus:ion" section of the Action Memorandum stated in
 
part:
 

".'iEw PROP describes the project as a grant. How
ever, it lists by title all of the activities which are 
to be supported with AID funds and further provides that 
each activity will be reviewed and approved by AID prior 
to imolementation (see page 8, sections 7e und f and page 
9, secti on V. The above provisions are in .any resecte 
identical to that found in contract-t,rpe rel:tienshi. s... 

it continued:
 

"... We believe that the management and program rela

tionships between AID and an intermediary are necessarily 
different in those cases (1) where we are supplying general 

programn support to the intermediary to continue or expand 

activities which contribute to AID's overall objectives 
and ,(-where we provide funding to an intermediary to carrry 

out specified AID activities as determined by AID. The 
former we le-ieve are most appropriately funded through 

grant mechanism while the latter are most effectively
a 
executed throu!ji a contract. T]his project utilizes the 

girant mechanism to accomplish these two distinct types 

of objectives...'' 
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r.is revie.: of program 'nd ,managemenit relVat io.ships betweeri 
A.:.D. and the grmte was made pursuanit tn the above-rier'e:renv5ed 
direction from the. Derutv Adminictrator . it covered all per
ti nent A. I .. ,o! (I . ti,f 7nder Fund documents , i nterv iews w! th 
concerned oerso'rireI at A. I.D.!W and in-depth interviews with 
Prth finder quid '." ,c 1ivs in Boston, 0u ssaclisut t:. 

A three-mani ,.ouysonal team review, as contracted for by 
the und, was being conducted concurrently with the AG'/OAS 
review. : of the date this report is beinq written the Id 's 

..... ...... team. has not submitted its report. lowever, 
0e .. town has had the benef:it of' the "und's5 teans ten
tati1e f arinnd conclusions, these beeni and have considered 
4n , -, i: ti- : repor-t. 

This review o A.f.U. /Pathfinder retationsh n wan a broad 
appraisal. Tt s main emphasis was on suitabilit.;y ol the use 

oT this Or. .. L.,ation aid t1w effectivene s ; t he rragemenl1.: 
in terms o t accomplishment A.I.. roqr l.of . ( h,1c v.. 

We did Uot audit the agreements in a t,'adi.tion.l sense as cost 

audits ha'e been hanidled under utie ICart mnt'- ,c Li snI;s-- sue 

X and X1 below.
 

-.. 	 A S}hort iHirtory u ' the P'athfinder Fund and A.I.D.'s Involvement 
in the iind 

. ne 5 th iler !.hijld is a private chari tabl e Ho tUed ,Lates 
i!ncorporated in 1d07, to conti rih the work of 

1r i]aenc, . wnbie in stimulatin , the introduction of 
'I,.... s ' I' .rcti nes world wide. From Ila q to 1,: the 

avrage annu I disbursement of the fathfi:nder iund .as .5, ,35 

D thhuring 1 Cerio the namble '*Talmily w.as Pr. cica ll the sole 
contributa' Fn 10%, the inthfirnder Fund's 'our, of Diactor':

decided to e.-i t.e Pathfi nder n.rugrut anid eol' ort:- rere nryde 
to 'il e '.I. "ro; sources other than i. KaKIai'' *' '" I l:mily. 

A..'s initial 	 was a contract c1 .(3, duneinvolvement (ed 
l067) to entabli.sh a "'unily Planhning Uva.uation Center for 
the analysis of data on interuterine device (VTT) insertions 

in LD2. The Q-Hrit er and the data analysRIs activity have been 
successfully launched and are no long]er A.!L.D. fCudecl. 11he 

current extension of the contr'iet is confined to the Pathrinder 

'n+Jd ,' actin; as a channel for fuindingr research 'and evelonest 

of a reversibl e vasectomy devi ce by a doctor at, the New Yo'k 
Nd,:, l re * e:;,ent lars ca]]. for thi s coi; ract: to beColg. 

ho 	 ]ri taLo in, .iunv IM,{ . 

(n ia;nuryi h"), .4'(8, 1 three-year technical assistance world

ida (AlIM/cad made A.[.D. the '"atihfirder'qr,+, ] ,7) was by to 

'und for *;{4O,OO( to augment the Pathfinder D'und resources 
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for making Subirants to initiate family planning services in 
LDC. 'i !r.lt i', still active, having received severa? 
inrcre2menti;- ini o., wa'; Ldded to the tgran, in l)(2. Th e 
c'z..ula-. e ,o l i. - 7 nill ion. F ron l(!,to 1 ,7?, there 
•:ere o , ,,r,'an ruij'. A.! .! .' eion-i P r au'. . ,, last re
?ionazl !-'ani di;ontirnud . ]lI/P aund "t.I -tc'tiyvifl'-eIit: dun 

a-e n o " e i.rom 4.e d o ,ranl (AI !e::, -!'ci .1' 

Pathfi ndcr':, I Icomle f'i-on: i. s7 non-A.I . . ,-til c., :'Irl,, i nerea:; (. 
sfince 1 tc,to *' ( .( 3n 1971. l'ttlLinder I "'i*: income 
f'rom non-A. I D. ::Cu(',. wats eci :1;er S(, Itoweve,' anout 

,:i of' t: a di:'bursement f'rom the estate ofOf snecial 
7:'. nron: '-,ed does not truly r,,:,even ent the tapping 
o.,;, :o:'.:,( of' income. A. [.P. rant.( 4;o Pathfinderthe ,und 

;.,~r, rr7if crla:ed i o a far greater order of' :n-aqitude. 

S ca 1 
ear csd 18/O egional 'Jl'a,1l 

700, 00o :J 
c 

v" . J 	 6o( ,uOOO ;!;1, 3(0, 000 
,- 00,0 570,000 ,070,000*197*Y-7- 

1')71?, 495, , OO 5%71, O ,O(, ;O 

!1./72 0,,00 0 350,10Od 	 "o ,o000 

(95i 	 ,5OoTCI'A LS 1!;p 	 0y :!1A. , 7816,500 

TV. T~e Pathfinder jund {ij.eIni ation and 1ts Activities 

in '67, be 'ore ]:: 1>rmt atgreement with A..I.D., the Pathfinder 
I.hind }vd !LLe per:sonnel, excludil,, Lhe 1Poard of' 

1,_-C I,'n i ' nne::m .1n itn- 1 eild siaff With funding 
I. wi i - '',uJ inL;ivi :es increasing on ometric ratio 

.!- ,01(-)I controlling a,,n exteded overseas 
0Tfpeine " A1 0Iolon .nd the overseas -LtaCCfs frew. A.;41,i 

c' .-u :'t ',' , :. .-onne1 had in ' e t, -;O in th.e ead
rt ,i in the field sta~f. 

Tinca]. .a,- 1.,7. v.an a wrtershed year for the P- thf'inder ?und 
:.*, .,}.'.en iL 1dertook a major review of i:; obj ectives 

Uans , m-in'r,e , ortization and manageinenfi. It. found th.. 
the develornmeit, and sop)istication of Pathfinder lund's pro
grwmminr ind rmagement systems had not kept pace with the 
rrojwt:h in it,.; i.Inancial resources rad number of' subprojects 
and that, hw P',i-hrinder Puind's management of its activities had 

' 	 A portion of' t,hil,, wa: deobligated when the N,:A grant was
 
term in:ied.
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The 	Fund then initiated a continuing progrmu o overall manage
ment improvement. it reorganized its structure, established
 
a system of policy:rand nrocedures issuances, installed in
 
appropriate accountin_ and auditing system, and increased the
 
size and vpnraded the quality of its staff.
 

The Fund also drew up a set of subproject selection criteria
 
which it believes are consistent with its objective 'to find,
 
demonstrate and promote new and efficient paths which lead to
 
lower rnte" of populition growth." These are: 

'1. introduction and demonstration of family planning 
service: to population without such services. 

". 	 :ntroduction of new or improved techniques for the 
delivery of family planning services. 

irtroductiorn of new or 

fluencinig those attitudes and values of people which
 
n. 	 improved techniques for in

deter in e f',Lmily size. 

4. intrcduction oI' those fertility control drugs, devices
 
and techniques which offer improved protection aqaint
 
unwant ed ,'er'nancies.r 


'5 	 Field testing of new and improved techniques for the 
delivery of fanily planning services. 

"6. 	 FielH testing of techniques of influencing those 
attitudes and values of people which determine fmnily
siz.
 

7. 	PKI t,::lig,those laboratory proven f'ertility control
 
drugs, devices nnd techniques which appear to offer 
improved protection against unwanted pre,<la:cies. 

ondictP 
tion planning requested by substantial contributors 
orovided thu conduct of such projects does not inter
fere 	with work in progress in the above listed areas." 

" WH. s pecifie projects in the P1eld of popul-

The 	number of subgrants funded by the Pathfinder Fund average
 
26 per year preceding Fiscal Year 1968. Since this period, the 
number of subgrants has rapidly increased. During FY 1972, 
Pathfinder Pund provided funds to 169 new subgrants (A.T.D.
funded: 114) of which 8 (AW.D.-funded) were for bulk procurement.
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As of Au , st 31, 1".72, the nunber of active subgrants was 10 , 
(A.I.D.-funded: 7l) of which 16 (A.I.D.-ftunded: 13) are for 
bulk procurement of commodities. These subgrants range in 
dollar costs from $986 to 497,200. Those subgrants in excess 
of $100,000 each constitute 40.5 percent of' the total dollar 
commitment -tnd )1.6 percent of the total number of projects. 

' $2,735, , -11' c, A.I.D. funds and ,,l18,536 of iurestricted private 
funds have been comui tted to the 109 subgrants. 

- ei of t.:. "ctLve subprojects shows, for e:.umnile-

- !9 subirojects in Indonesia, most in support of 

M.oha adijaha, the social welfare organization of the 
.uslims in [ndonesia, with purposes ranging from sup
port for fthe only uslim General Hospital in Djakarta 
which previously had no fanily planning services to 
the recording of a song on family planning. for the pur
pose ol' relay-irg the message of' family plannng to the 
Indoneian ;,uhl)ic, to travel to international workshops 

on popul.-t:ion education. 

- 9 projects in the Philippine Tslands including such things 

Fzunily plannjng programs for leprosaria 

- amily planning in Muslim areas excluded from the 

Government of Philippines program 

- Fmily plaining progreJn for prison inmates and 
fairilies all owed visitation rights 

-'wmily planning through urban industrial missions 
and riunal im- rovemeiit clubs 

- 5 projects in Colombia including a $60,000 mass media 
project, a pilot clinic, a vasectoiyT program, and a mobile 
field workers' project, all in support of PROFAMILIA. 

- Single or twin projects, mostly in African countries, 
aimed at paving the way, e.g. 

- enefal: Providing support, for the fifth year, 
of the operations of the Clinique La Coix Bleue 
in Dakar, the most active family planning clinic
 

in West Africa, and an increasing number of satellite 
clinics, looking toward the establisluent of a family 
planning policy by the Government of Senegal and 
the assumption of support by other organizations 
than the Pathfinder Fund. 



- Ethiopia: Graduate studies, offered by the Popula
tion Division of the Graduate School of Public Health
 
of the University of Pittsburg for the Head of the
 
Maternal and Child Health Division of the Ministry
 
of Health. The purpose is to bring expertise to
 
the higher levels of Ethiopian medical administration
 
in the development and coordination of Maternal and
 
Child Health/Family Planning services. 

- Zululand, South Africa: Travel to the II.: . for 
technical and practical training in family planning 
to penrit two women to offer family planning services 
in their clinical practice in the hospitas in Zulu
land which service rural tribal areas. 

- Zaire: Introduce and establish family planning
 
services in the Ubangi area of Northwest Zaire,
 
throup-h support of a mobile mate nal and child health 
elinic and the work of the Paul Carlson Hospital. 

ran t or 'Trr 

. proT.osed : olicy DBtermination, which had been "reviewed and 
commented on in the Administrator's Advisory t7ouncil meetint-

AlAu.ust 1, 1)/2" is in the penultimate stages of approval 
as this -.:a.: written. It. states: 

"Self-restraint in the imposition of orogram and manage

ment control by A. I.D. officials is an cs;ential feature2 
of grant activities. If there is to be any significaif; 
degree of operational control over a group's progrjam, use 
of a grant is inappropriate. Particular care should be 
taken to avoid the imposition of requirements for approval
 
and for reports and/or restrictions that are inconsistent
 
with reasonable program and management flexibility for the
 
grantee." 

(-ei,,COcd 1(7( are broad and generali::ed but are 
no in confornarie with the above definLtjons, which we under
::t!.-,r to the rvI' ng A.I.D. polioy. 

. order to meet the requirements of csd 1670, Pathfinder has 
adonted the followr , procedure for approvir new subgrants: 
a subgrant may be conceived by an LDC private organization,
 
originated by Pathfinder personnel, or by A.I.D., but, in each
 
case, the LDC organization which will implement the project
 
must initiate the formal application. The Pathfinder Fund's
 
Program Operations Director for the relevant region, with the
 
guidance of the relevant scientific staff officer, then prepare:: 
a project precis. The precis is then considered by the members
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of a Prograr F._rview Committee, composed of 0.l rnnnecre;:i 
;rAd nonclerical staff members of Pathfinder headquarters. 

If the pronosal is found tentatively acceptable, based on this
 
preliminary review, it is rewritten in greater length in the
 
form of a Project Description and presented again at a subse
quent meeting of the Program Review Committee. If approved, 
the Project Description is submitted to PIIA/POP by the Executive 
Director of the Pathfinder Fund. If PILA/POP finds the sub
project proposal acceptable, the Projuct M nager obtains clearance, 
through the >erional Bureau, from the nece.-sary IJSATD or -nibassy 

Lf there ino A.I.D. Mission in the country). 

..Learance procedures within A.I.D./W for a l'ath'.inder 'und 
ro7osed sub-roject are the same for a small request of 1l:i' 

vasectomy kit as for a $300,000 project for family planninc 
centers in Venezuela. The A.T.D./W clearance procedure for 
the nineteenth of the subprojects in Indonesia was the same 
as for the first trail blazing, family planning subproject in 
,an African country. 

The A.I.D. Mision, the hbassy, or PHA/POP may reject or pro
pose modifications to the project. During FY 1972 there have 
been a tota! of three casez of rejection and one c.sce of major 
:icdification. The latter is Venezuela--iationwide i'amily 
-!aring Centers PINT 1211, which A.I.D. had asked the Pathfinder 
.-;-d to u_:den.rrte. 'The three rejections wore-

- Zambia: A subproject to send a Zambian doctor to an 
interrat onal conference on family planning was turned 
dowrn by A.I.D. on the grounds that the 7timbian Govern
ment would view with disfavor any G.. sup-Government 
port of family planning in Zambia at that time. The 
Pathfinder Fund then used its futds derived from sources
 
other than csd 1370 to underwrite the Zunbian doctor's 
attendance at the conference.
 

- Zaire: A subproject to provide assistance in the initia
tion of family planning services by several missionary 
doctors was submitted by the USAID to the Government of 
Zaire for official approval. The responsible GnZ ogfici[al 
rejected the proposal.
 

- Colombia: A subproject proposed by PROFAMILIA for a 
market analysis on the commercial distribution of contra
ceptives was rejected by A.I.D. because of an unresolved 
disagreement on which organization should perform the
 
analysis.
 

The annual program submitted by Pathfinder, although detailed in
 

nature, is tentative as to exact amount and does not have detailed
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budgets for subgrants. Pathfinder states that under rnornal 
conditions no project will continue for more than thiree years, 
Cut they are flexible. q'he Director of Operations i dentifies 
three current subDrojects which have received support for more 
than three years. However, even within the three-year frame
work a si, nificant number of subprojects are renewals. 

.or these subprojects, as the Pathfinder Fund improves its
 
evaluation process, PHA/POP will have adequate evaluation
 

, ... to USAIDs or F~bassiesorration without going forward the 

:cr 21earance each year. For new projects in new countries 
- rne;: -:cTt country personnel, USAIDs and Enbassies may wiell 

hve.uble and useful information available to Pathfinder 
.::}:'.: ;e brought bear. however, would§]'-:lcu to Overall, it 
seem that it should be possible to drastically reduce the nunlmer 
of A.I.D.,', clearances. 

We have gone into the process of internal clearances in some 
detail to show that the Fund has developed into a relatively 
sophi sticated institution. While we hnve mare two r'ecorLrmenda
tions for further improvement of Pathfinder': processe< (inflernW: 
operational and slratet-rv improvement), we 1eAieve it is time 
to let them graduate. We believe a new grant; areemient on a 
true grantee basis would be mutually advantageous. We suggest 
it provide general criteria and thus produce PIItA/POP clearance 
of project detail. If AA/PHA feels it cannot go this far, the 
contract technique (Pathfinder generall, considers this un

,hould be used, but even here a more businesslike, 
order.y a rreemeni. is needed--see Gection VT below. 

rne,:mendat.ion: Thai; the A.T.D./Pathfinder lund relitionsih i, 
r. re,:ast rioa tre i;rantor/grantee arran'genviit in Ie a 1t : 

the recent A.I.D. policy trends on grants vs. contracts.
 

The Grant Document
 

Grant Number AlD/csd 18'70, which was signed on .ianuar- 1 , , 
continues in effect to this day, having been amended i.-rteen times 
over the years. A fourteenth amendmenI- i:-currently in drraft. 
This number of amendments, some of whiC11 :il'rr1uii-Jea ns! V 
covering most Articles of the Grant and introductory langruage 
preceding- the Articles, is cumbersome. t'e Aerdments add 
Articles, delete Articles, and alter and re-alter passages 
and even w-rhole Articles.
 

'!,ebnon - female f'terilization Clinic; Senegal - Clinique La Croix 
BI:eue2 rnd 2atel!i , s; and Philippines - Dansalan College Extension 
::,.r'vi, :. The 1'roject Manager in PIHA/]POP states Lhat hef very care
Iu.i.y crn:;(idered these three subprojects when tiey were proposed 
•rnd determined 1that0.their continued suport beyond thre years was 
justified. 
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.ra:' i more like a detailed, precise contract. Even o,.
it contains many inconsistencies. For example, Article VTT 
-ecorts, .:as changed by Amendment 10 so Lhat aii interim reptor'.
is now due on '.'arch 31, and an annual report i: due, 2,eptember
30. However, the covering letter to Amendment " which cont:airjn
detailed and essential guidance on reporting ,and otl.her matter: 
still calls for the same reports by their foner date:; of' August
31 and March 31, respectively. 

Another example: Article XVII, Administrati.)n ot' Sub-Grants,

added by Amendment I, states that six months
within of' effective
date of the Amendment, A.I.D. and the Pathfinder Fund "shall 
endeavor to agree upon mutually acceptable practices and pro
cedures to be followed by the Grantee in making. subgrants here
under and in insuring prudent administration of such subgrants.
Such agreement shall cover, but not be limited to" a proposal
tc be submitted within 50 days by the Pathfinder Fund for "$i'
the criteria for the selection of subgrantees, (2) proviso'_2
for end-use checks of subgrants (including audits as.d field 
checks ;here practical), and (3) means of assuring that such
subgrants do not duplicate other subgrants made by other private
organizations receiving funds from A.I.D...." 

Subsequently, a year later on Jlune 16, 1C)6 9 , through the co
signing of the covering letter of Amendment 2, A.I.D., and

the Pathfinder Fund agreed on a number of practices 
 and pro
cedures. However, the three specific subjects cited above were 
not covered. We could find no evidence that Pathfinder Fund 
had submitted a proposal as required. In fact, Pathfinder
 
Fund officials stated, that they had never done so. Furthermore, 
we could find no evidence that A.I.D. had ever raised the
 
matter within the six-month time limit or subsequently. 

:t would not be difficult to expand this listinry of inconsist
encies, ambiguities, and contradictions it the current grant

document. The original grant and amendments take a total of
 

m.mimeo;braphed pages, and one needs a map to follo-: the changeE.
P'athfinde,r ha: recognized this and has three times submitted
 
a codified version of the 
Grant Agreement to A.I.D.--once in
i.7 jand 1w-ice in 1971, but A.I.D. has never responded. Tt is 
. r.,ous that a new grant document must be written. 

:iecorraeiendation: That the Agency's grant, and its nunerous amend
:.ents be renegotiated as a single cohesive document which would
 
better express in clear concise terms the understandings between
 
the parties. 
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.-. *alidity of the Grant Mechanism Where A.I.D. Contributes the 
.Mlajor Share
 

Section V recommends that Pathfinder be treated as a g,,rantee 
and not a contractor; iL does not discuss whether the i,;rarit
technique requires a minimum level of fina.cii, of' the ,rantee' 
program from its private sector resources. (;rant.- are intended 
to assist non- governmental organizations to accomrlniish obj ectivs 
which are parallel to U.S. Government objectives. A critical 
question, therefore, is whether the Pathfinder Fund can have 
independent objectives when approximately 80 percent of Path
finder's resources are received from A.T.D.
 

'The PPC Action Mlemorandum (May 4, 1972) specifically raises
 
the issue to which 2ection V was addressed, i.e., is A.I.D.
 .
.upplyin
f r-eneral program support to the intlermediary to
 
continue or exnand activities which contribute to A.T.D.'s
 
overall o'bectives." A:: it was noted in Section V, the cur
rent situation is mixed, but it is recommended that this be 
clarified -and that the grant mechanism be utili:-ed. 

PPC also notes with seemin approval that A.T.D. and Pa-tthfinder 
have informally agreed "the ideal situation would be one where 
the f'undin. ratio would be Pathfinder 5(Y, - A.D ,0/," for pro
jects which both are interested in undertaking,. 'lie memorandum, 
also suggested 100<', A.I.D. funding for subprojects "inititted" 
by A.T.D. 'The grant type partnership permits a dialoigue: in 
which both parties present suggestions, and there are no curre.nt 
Pathfinder subproiects which the Fumd feels were undertaken 
solely because A.I.D. requested it, i.e., there are no 100 
percent A.I.D.-interest zubprojects in this context. The
Venezuela subpro/ject for 40 lamily Planning, Centers at *3!'1,8Y;3, 
aLnd the Taiwan (,rals and Condoms subproject at $97,)00, are 
special ::es. '!hey we.re both urged on Pathfinder by A.T.D. 

jwrver, .. n would have undertaken them and used its 
none-/.I..L funds .ven without special A.I.D. intervention, 
but on a smaller scale at a lower fundicg level. 'Tihe V.neuel 
.u::o_.:ct wculd have been for a much lesser niunler of i'eS 

- budg-et 

-lo':!have been decreased because it 


a.dlower and the Taiwan contraceu.tive supply Sub:r oI,- e
would haiv conswu:ed ioo 

of>thfir.der's limited anount of non-A.!.D. fhunds. T7hus 
he order of magnitude of these two subprojects is a matter of' 

A.-.7. interest entirely. 

A.I.D. has never established a firm policy on what is the 
desirable maximum for its contribution in terms of a percentave
of total grantee resources. In the case of the International 
Planned Parenthood Federation, A.I.D. contributes 40 percent.
This level represents what both parties feel is the maximum any 
one na.tioin should contribute to this nmu.ti-nation activity if 
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the Federation is to be equally responsive to all members.
 
in the case of the international Fxecutive Service Corps,
 
A.2.D. ic contriluting ;5 percent.
 

Thsere i: no magic in the 50/50 ratio. Pathfinder has increased 
rao r.. . rrom non-A.I.D. sonrces, but. Por the moment. o-- ned 


it has reached a plateau. To apply the 50/50 ratio would in
 
o.il probability mean the discontinuing of the type of prograins
 
n(J:. carried on in multi-project countries, e.g., Indonesia,
 
.ilippiner, Colombia. The result would be a complete chwive
 

I. .<nfinder's The major questions to be fuced are:
profile. 

isez ....... rant to encourage the non-govCrnmlental sector; and,
 
iz zhe Pathfinder Fund the logical vehicle to do so. If the
 
answer to both questions is "yes," then the funding ratio itsu
is relevant but not of major importance. A.2.D. is, ard shoul']
 
2ontinue, to urge Fathfinder to increase its private resources,
 
but the size of our contribution should be dependent on our
 
assessment o' Pathfinder's ability to cirry out our mutual
 
objectives.
 

Need for Better Project Preparation and Evaluation
 

7n broad termsn the athfinder Fund is generally accomp].ishing,
 
the objectives of Grant AID/csd ]1870. ,,liile the Pathfinder
 
organization merits the confidence of A.I.D. for continued sup
port, we believe it must intensify its efforts and achieve a
 
better pro'ramni. and management competence PWu !y commensurate 
-,;th the size and complexity of its operations. It should
 
continue to improve its project design and evaluation policies,
 
Orocedures and teclniques and further train its perso:nnel to
 
those ends.
 

P;hf'inder currently has procedures which set stand-rd: for 
pro,'ect preparation and evaluation. Howvver, the operating 
leadership or the 1athfinder Fund (the ixeculf ive Director and 
the Director uf -4eratjions) acknowledgC tmrw, the standards set 
by.the guidance are not achieved in practice. This is particu!:'ly 
trme on two points. Firstly, Project Descriptions are not always 
-,ritten so that goals ara stated in finite, measurable termc. 
This flaw some of the guidance that the subgrantee often needs. 
But more importantly, the absence of such precision interferes 
with uzeful evaluation. An example of this is a project entitled 
.angladesh-Desmonstration Post Partum Family Plarmin,, Progran 
now.pending IA/POP approval. The Project Description ,ives 
its goals, as follows: 

"VI. Goals of the Project
 

1. 	To develop a successful demonstration post partum 
famrily planning program in Pangladesh. 
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2. 	 To determine whether the post partum approach, 
which includes ante- and post-natal motiviation 
and counselling, is an efficient and effective 
way to obtain acceptors in Bangladesh. 

3. 	 To develop a body of experience, expertise and 
trained person. 1 which can be used to plan 
and 	implement a large scale post partum family
 
planing program. 

L. 	 To determine whether and how existing health 
personnel who come in contact with pregnant 
and recently delivered women, as well as their 
husbands, can effectively refer these men and
 
women to clinics for contraception arid steriliza
tion." 

"e 	 first goal particularly lends itself to statement in quanti
tative terms but does not do so. What are the measurable 
ingredients of a "successful" post partum family planning pro
gra ? Tn what time fraine might they be expected to be achieved? 
These au,2stions are not nswered in the statement of goals. 

-econdl'j, evaluations are inadequate. As the Fund Director of
 
roeration.-: errphatically stated, they are too "subjective."
 
on.,.iderai.ble improvement is needed in their content, coverage,
 

f'rmlat. 11o standard l'ormat is used. Project evaluation
 
ffouind in reports, memorandums, and letters from subgrantees.


field1 staff, and headquarters staff. There is no systematic
 
z.r.-oach. 

Pathfinder's stated policy requires that reports "shall provide 
data adequate to evaluate the cost effecti-.eness of the nro
ject methodolcgy." Reports from clinic subprojects generally 
contain comnurehensive budget and expenditure information and 
infor-..ation on the number uf acceptors, I'ollow-up visits 1:y 
acceptors, and additional measurable units; of achievements. 
_n the field only PROFAMILIA in Colombia is developing cost bene
fit ratios based on this material. The ]atlhfinder Fund itself 
has done little to correlate and analze this data to produce 
cost benefit measurements. This, not only prevents cost ef
fectiveness evaluation but also means that the Fund is not in
 
a position to inforn the local government or other potential 
donor how much maintenance of the subproject will cost when 
the host government assumes the funding after the Pathfinder 
Fund withdraws. 

The Pathfinder Fund is keenly aware of its shortcomings in sub
project design and subproject evaluation and intends remedial
 
action but, withou'& professional help, these efforts are un
likely to be successful. A.I.D. has done considerable work on 
project evaluation and should be able to make a valuable con
tribution to Pathfinder. 
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Recommendation: h~at PHA/POP work out with the Pathfinder Fund 
arrangements for Pathfinder's establishment of target dates for 
the full operational application of subproject design practices,
 

ilood evaluation policies and procedures, and improved cost ef

fectiveness measurement practices.
 

Recommendation: 'ThatA.I.D. maintain continuing emphasis with
 

P:athfinder to see that the rate of improvement in management 

and operational matters continues at a pace that justifies con

tinuing large A.I.D. inputs.
 

:eed for Country Strategies
 

Pathfinder considers all projects as equal and has no specific 

strategies for individual countries. Excluding bull procure

ments and regional projects, four countries have 39 projects 

(Indonesia 19, Philippines 9, India 6, Colombia 1J) while 2? 

other less developed cowitries have a total of only W0 projects. 

Discussions with Pathfinder Fund executi es reveal that there 

4s an evolving strategic vision which exercises iolio 1imited 

discipline in the promotion or selection of subproJerts, but 

that this strategy has not been worked out, country by country, 

ha.s not stabilized enough to be committed to paper, and is 

only partially understood by the field staff and the members 

rf the Program eview Committee. Furthermore, the Pathfinder 

'tund has hadrno discussions with PIHA/POP on country strategies. 

-ecomendation. That PIIA/POP arrange to have the Prthfinder 
Fund prepare appropriate country strategies for multiple pro

ect countrie:: and apply them on a consistent basis. These 
:--rte(ie.: .h~ll. cont'oni to basic A.T.D. gLuidelines to assure 

that they are not inconsistent with A.I.D. program and geographic 

enphasis. 

Administrative Costs
 

The Areement stipulates that salaries, travel, and other re

lated costs for such home office and field staff dealing directly 

Uith the subgrantees are charged to Direct Program Support and 

srecif'ies the positions. Other administrative costs are covered 

Lanoverl.ead allowance based on the ratio of Fund activities 
ito total activities. This dichotomy does not make 

Tho::ee ersonnel who are entirely funded under Direct 

iPro, rxn ;upport are riot devoting all their time to A.I.D.-funded 

:e, )roje(::;. 1Tf also are involved in subprojects supported 

bj urrestricted f'unds (i.e., Pathfinder Fund monies from non-
A.! .D. ::ouru:). ihus, A.I.D. is paying for work which it had 

not tL(,jid(,Id to. In addition, there is an extra burden of work 

f'or the lath Firnder }hLnd and for A..D. in the requirement that 

itemi cov.red under Direct Program Support must be prepared, 
subproject proposals. I" A.I.D.
submitted, and approved as 




desires to reduce overhead costs, this can be accomplished by
 
reducing the percentage allowed, but A.I.D. should not be
 
specifying positions in the Boston office. The current system
 
also has the disadvantage of making the persons in the posi
tions insecure and increasing the difficulty of recruitment.
 

Recommendation: That under the new arrangements, the Direct
 
Program Support budget item be eliminated and that the sub
items included therein be funded under Administrative Costs. 

X1.. Internal Control and Audits
 

In our review, we did not examine in depth the internal control 
and audit system of the Pathfinder Fund. However, we studied 
reports and procedures and talked with relevant personnel in 
A.I.D. as well as Pathfinder's home office to be assured that 
a satisfactory check is kept on Pathfinder's financial transactions.
 
The Pathfinder Fund's accounting system, prior to the establish
ment of the grant, was completely inadequate to meet minimal 
acceptable financial management standards. Under A..D.'s in
sistence and with considerable excellent professional advice
 
and guidance from A(C/AUD personnel, the Pathfinder Fund in
stalled an eminently satisfactory system of accounts and in
ternal control and audit system. The system includes an annual 
audit of the home office by Price Waterhouse and Co., and 
simLilar audits of all field activities and subprojects by local 
Price Waterhouse affiliates. In addition, the Pathfinder Fund 
employs, on a full time basis, an accountant who is responsible 
for internal audits, checking each voucher of the home office. 
This accountant also visits annually each area office and 
country office around the world and performs an internal audit. 
We believe that Pathfinder's internal control and audit system 
is well in hand, and that no benefit would derive from our
 
further review of it.
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