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Foreword

In the past decade, The U.S. Agency for International The SFI makes available, in traditional print form
Development (USAID) has been challenged to scrutias well as electronic versions, this publication as well
nize the effectiveness and impact of its projects iras several others. The primary purpose of this series
Africa and make needed adjustments to improve itgs to provide those interested in sustainable finance
development assistance programs. Structural Adjustvith a set of information resources that:

ment programs have been adopted by many sub—Si—
haran African countries — often with reluctance —

and some significant economic development progress
has been made. B provides up to date examination of case examples

) of sustainable finance;
As donor agencies face severe cutbacks and re-

structuring, and less assistance becomes available ® reports on meetings that discuss sustainable fi-
developing countries (not just in sub-Saharan Africa), hance; and

new ways must be found to channel declining resourceg presents SFI program activities and results.

in their most effective and productive uses. Donor agen-

cies like USAID, therefore, are increasingly lookingto ~ 11€ SFlis ajoint effort of the World Bank, USAID,
institutional arrangements in the agriculture and natu@"d two bodies grouping donors, African, and interna-
ral resources management sectors to sharpen cofin@l NGO partners — the Special Program for African
petitiveness, with agriculture as the dominant sectofdricultural Research (SPAAR) and the Multi-Donor Sec-
of sub-Saharan African economies and the potentigftariat (MDS). The SFI aims to help build capacity

catalyst for generating broad-based, sustainable ecBlrough focusing on African agriculture and natural re-
nomic growth. source management agencies. The SFI works with these

_ _ _ African agencies to help create new — and more sus-
The USAID Africa Bureau's Office of Sustainable 5inaple — mechanisms and sources of funding for na-

Development, Productive Sector Growth and Environsignal needs and initiatives.

ment Division (AFR/SD/PSGE) has been analyzing the

Agency’s approach to the agricultural sector in light To make this publication series most effective, the
of a renewed focus on impacts and recent experiencd9cuments are written not only to accommodate the

of sub-Saharan African countries. This publication reP0Int of view of the African institutions undertaking
flects some of these efforts. sustainable finance programs, but also from the view-

point of governments, potential funders, and other

This publication is part of a Sustainable Financeakeholders. Thus these publications can be used as
Initiative (SFI) Series.The intent of this publication 4 of the efforts of agriculture and natural resources
series is to make information and lessons more broadh‘uanagement institions to build coalitions and to in-
available regarding innovative financing mechanisms,,m, stakeholders about the “art of the possible” in
and sources. The audience for the SFI series i§;stainable finance.
practioners in Africa, including USAID Field Missions,
African organizations attempting to develop newPavid A. Atwood, Chief
mechanisms, African funding agents, and other dofroductive Sector Growth and Environment
nors, as well as firms and individuals providing tech-Office of Sustainable Development

nical assistance to these groups. Bureau for Africa _
U.S. Agency for International Development

describes the principles and tools of sustainable
finance;

* A list of the anticipated publications in this series
can be found on the inside front cover of this report.
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Executive Summary

This paper provides a conceptual framework and a  Supporting actions from African governments are
course of action to create more effective, financiallyalso necessary. These actions range from reforming
sustainable organizations in Africa. Natural-resourcéegal codes around public-interest organizations to fos-
management and agricultural research and transfégring communication and public debate so that inter-
organizations are used as examples throughout thest groups can flourish and better participate in the
paper, but the framework is applicable to many kindgovernance activities of organizations that affect them.
of organizations, including universities and non-prof-Other suggested actions include participating in re-
its. It is grounded in an eclectic theoretical and emgional initiatives to establish organizational perfor-
pirical literature that emphasizes the importance ofmance and accountability standards, streamlining the
competition and the proper incentive environment taegional research and development (R&D) sector, and
nurture organizational performance. support for new competitive funding mechanisms in
At the heart of the paper is a Road to Sustainabilitypartnership with foreign aid donors.
that managers of organizations can follow to gain cred- The section on the role of foreign aid suggests
ibility with stakeholders and enhance their competithat donors can: pool limited resources into competi-
tiveness in a new environment of funding scarcitytive funding mechanisms that function on a continent-
Since organizations do not exist in a vacuum, thevide and regional basis; help define continent-wide
success of these organizations in becoming sustaistandards for accountability and organizational perfor-
able will also depend on how African governmentsmance; and use new competitive funding mechanisms
and foreign aid donors restructure the incentive envito reward good institutional performance. Donors can
ronment in which the organizations are operate. HenceJso channel more of their declining foreign aid bud-
parallel roadmaps for these two players are also praets to these funding competitions which should in-
posed. clude partial endowments to the organizations that
The Road to Sustainability encourages organizaperform best across Africa.
tions to embark on a program of rehabilitation of four
kinds of capital: physical and financial; social; intel-
lectual; and organizational.
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Introduction

These are worrisome but not hopeless problems,
and can be looked at from many angles. This paper
looks at them from the point of view of a public-in-
terest organization and the main actors supporting it.

Anyone who has managed or tried to help a publiclf‘ public-interest organization is defined as any non-

. o . profit or quasi-governmental organization operating
supported or non-profit organization in Africa knows " ) ) . )
. o with public funds to provide goods and services in the
what it is like to wonder about the organization’s fu-

ture, especially when 80 to 95 percent of its budget igroad public interest. Thls paper 'ghores Fhe casg of
funded by foreign-aid money (Hill 1995: ASARECA many wonderful organizations that provide social

1997a). Participants in the build-up of these organiza\fvehca“_a SEIVICES.
This paper explores what three groups can do to

tions witness all the imported physical and human capi-

tal and ask a disquieting question: what will happencreate sustainable organizations. First, there are the

. managers of African organizations who want to cre-
after the last project renewal? ; institutional | for fut i S
We now know the answer: too often, nothing hap-a € an Instiiutional legacy for fullre generations. sec-

o .~ _.._ond, there are African leaders and senior managers who
pens to these organizations except slow deterioration.

. . . work inside government agencies and are looking for
Even university campuses have fallen to ruin for lack

: . " a way to work toward the same goal. Third, there are
of funding by national governments and citizens once

the foreign-aid donors leavdhe problem is so ubig- many foreign aid donors, both in agency headquarters

uitous that it is now a stereotype in Africa. It fuels anti-and field offices, who want to use foreign aid more

foreign-aid activists who point to these failures as exgﬁectlvely to promote sustainable organizations in Af-

amples of why tax payers in the north should cuficd and elsewhere. This paper can be used as guide

. ) . L to how to start right now, even if the reader is notin a
foreign aid. The situation is as true for nongovernmen-

tal organizations (NGOs) and environmental organi-pOSItIon to move millions of dollars overnight.
zations as it is for knowledge organizations involved

in natural resource management, research, and tech-
nology transfer: foreign aid has rarely provided a bas-el-RADITIONAL SOLUTIONS

upon which to build organizations that will exist for the ARE INADEQUATE

next generation. Rarely has foreign aid set in motion ?:ommon solutions to the problem of an organization’s

sustainable process of nation-building and economlgI . .

) ; .. _..__dependency on foreign aid suggest that somebody else
growth. Too often, it creates unsustainable sﬂuaﬂonghould av for the organization or that new. previous|
that nobody intended, from distorted labor markets to pay g P y

o . . untapped, sources of money ought to be mined. These
overscaled organizations to frightening levels of debt— bp . y oug
arguments are reviewed below.

roblems that do not dance to a tune set by the eco- . . . .

P . I . y Nobody disagrees with the idea that African gov-

nomic possibilities and opportunities of the local . o
ernments should fund public-interest organizations,

economy. . : L .
especially those the private sector has little interest in,
such as organizations involved in agricultural research,
primary school education, preventive health care, or

roads (Sarr 1996). The problem with this argument

1 Foreign-aid donors also refer to foundations and NGOs whose .
primary function is financing projects in developing countries.IS that African governments say they are too short of

THE PROBLEM: ORGANIZATIONS
THAT DEPEND ON FOREIGN AID
ARE UNSUSTAINABLE




cash (Ellsworth 1994). It is hard to argue with governthe long-term sustainability of public-interest organi-
ment representatives on this point, for their budgets dpations in Afric2Z Why? Because in most cases the
rise and fall depending on economic growth. What happrivate sector is still weak, and even when it is not,
pens when economic growth and prosperity do natheir interests do not lie in funding public-interest re-
materialize and African governments grow poor?  search of questionable profitability. This approach, it
In the case of research organizations, Pardeig argued, would cut back substantially on technology
(1995) points out that the problem now is not how togeneration for smaller players (Roth 1987).
bully cash-strapped African governments into main-  Here are some supporting facts. The World Bank
taining an infrastructure of research organizations thaeported recently that Africa captured only one out of
is too large, but how to right-size the organizations te@very twenty dollars available from private capital
make them fit the current realities. The assumptiorilows to developing countries, a figure that indicates
behind this theory is that once the organizations arereakness in the private sector. In addition, even in
right-sized, governments will be more willing to as-Latin America, with its wealthier economies and
sume the burden of supporting them. But there igreater record in attracting private investment in re-
plenty of evidence that not all governments in Africasearch organizations, the private sector has not been
are equally interested in providing for the public goodyery generous. Companies prefer to organize their re-
be it in research or anything else, and that much fundsearch internally and will pay only for research that can
ing is lost to large-scale corruption and inefficiency.be completely privatized (Echeverria 1996), an obser-
This is a fair point and some donors say foreign aidation entirely consistent with experience in Africa
should be conditional on the correct use of this waste(Hauffe 1996).
and diverted money. Another solution often proposed for research or-
But such arguments dodge fundamental questiongjanizations is that farmers should pay for their research
What would the organizations that now depend on forand extension organizations (or their own NGOs, etc.)
eign aid look like without foreign money? Why should with special self-managed taxes, levies, or cess funds
even the most public-spirited of African governments(Gilles 1997; Ameur 1994). This is a good idea, but
pay for them? After all, even rich governments haveahe problem with this argument is that it does not deal
tough choices to make among sectors, lobbies, prolwith a new source of money. In those areas where
lems, and citizens’ needs (Bretton 1996; Bromleyfarmers prosper from cash crops (coffee, tea, cotton),
1989). Even the best public-interest organization mayhey already finance private R&D and extension (as
not necessarily be the clear winners when governments the cases of the Zimbabwe Agricultural Research
have to choose what to fund (Gage 1996b; Brinkerhoffrust or Kenya's export cess funds; FAO/SPAAR/
1996). KARI 1994). Fairness is also an issue in Africa. Where
Another argument is that the private sector shouldvealthy farmers are not so organized, they are heavily
pay for the organization. In the case of research otaxed both directly and indirectly already. Also, con-
ganizations, those who promote this point of viewsider the majority of cash-strapped farmers of rain-fed
argue that research managers should work hard fdood crops. Most studies show that this category was
lucrative, unspecified deals and projects with corpo-
rations (Weatherly 1996). Others suggest that researéh The author is not arguing that the private sector will not or
o . . cannot invest in public research. It is just unlikely to be a
organizations can sell many more of their skills and  ajor source of funding. South Africa is one of the major
technology to the private sector (Dorm-Adzobu 1996;  exceptions to this point, but then South Africa is a major
Buringuriza 1996; Kalaitzandonakes 1996; Adoum  SSPIeR 18 oS gefra saemerts about S Seraren
1997; Alhassan 1996). It is hard to disagree with these rest of the continent, other countries in Africa face
arguments, for every source of revenue should be tried 9eographic, climatic, and resource constraints
. . . fundamentally different from those in South Africa. For a
and the private sector must be obliged to do something ¢oncise statement of South Africa’s geographic
for the public good. But common sense and reality ar-  “exceptionalism” see William Hancehe Geography of

gue that this source is unlikely to contribute much to 2/'907(’59;” Africa(New York: Columbia University Press,




taxed to the point of oblivion—for decades—with un-it is shown to be wishful thinking. The northern foun-
favorable terms of trade and policies that treated themation sector simply does not have the capital or the
like unlimited supplies of labor (Wharton 1969). Thiswillingness to pay for organizations in Africa. When
was so much the case that, despite reform of misguidedey do, applicants have no clear procedures for access
development theories of the 1960s, 1970s, and eartp the grants; allocated funds are embarrassingly tiny;
1980s, small-farmer advocates worry that reforms arand screening criteria and priorities change far faster
too few and too late. In many places, soil and forest rehan in the more traditional foreign aid sources. Be-
sources are now sufficiently threatened that an agricukides, the few large foundations that have mandates that
tural surplus from sustainable cropping systems is natllow them to work in Africa already do offer funding
possible (Cleaver and Schreiber 1994). Hence, smadind their marginal contributions are a tiny drop in a
farmers of rain-fed food crops are likely to be unwill- large bucket. As for the northern NGOs, few are any
ing to pay for an organization whose contribution tomore sustainable than African organizations. Most are
their wealth has not been proven. either too small to make a difference or too dependent
In other places, dedicated taxes—such as an aion foreign aid to be of much use. Some even compete
port tax on foreign tourists—have from time to timedirectly with African organizations for foundation and
generated sustainable sources of revenue, although tfegeign aid money.
lobbying and jockeying about who should benefitfrom  Yet another frequently heard idea is that financial
such taxes is considerable (Hooten and Hatziolos 199echanisms such as endowments could support R&D,
ODI Briefing Paper on Aid 1996; Global Environment universities, or NGQsThis is not a bad idea at first
Facility 1996). Many countries might benefit from glance. Partial endowments provide much-needed sta-
such taxes for their public-interest or non-profit orga-bility for a knowledge organization. But even if par-
nizations, especially if their tourist sector is expandiial endowments are useful, where would the organi-
ing or some other source of economic growth is emergeations get the massive amounts of capital they need?
ing and there is a high willingness-to-pay among th&he answer to this leads right back to the door of for-
group that is to be taxed. eign-aid agencies and African governments, the only
Some foundation grant-makers in the Unitedtwo actors who deal in figures large enough to even
States argue that citizens overseas should follow theonsider the idea. However, even if they wanted to en-
American middle class example and make charitabldow, these agencies would not be able to partially en-
contributions to their favorite organizations. In Africa, dow every potentially useful organization in Africa
advocates of this view most often have South Africdusing the $20 endowment for every $1 of available re-
in mind and are unaware that Africans in other counsources ratio). The endowment idea more properly
tries already contribute heavily to informal, local chari-belongs with arguments about how to make existing
table networks (Ellsworth 1986). Also, the Americanforeign aid and government spending more efficient
example may be exaggerated. Private contributions iand effective.
the United States make up only 18 percent of non- Some organizations have had success in working
profit budgets outside the pure welfare and charityith northern partners to negotiate and finance debt
sector and this private giving depends strongly on awaps that liberate resources, usually in local currency
favorable economy (Salomon 1992). Saying AfricangDunn 1995; Kaiser and Lambert 1997; Venitz-Blesse
should follow this example also misses the point thaet al. 1997). Where marketable debt exists, this works
Africa is far poorer than even the poorest rural areawell, but most organizations will need considerable
in the United States and that the amounts people cdrelp in developing powerful allies and stakeholders
give are much smaller. who can lobby governments and other decision mak-
Some research managers say that American arats to use debt-swap funds for sustainable financing
European foundations and NGOs should pay for thosef public-interest organizations. It is good that the
organizations suffering a funding crisis. To the extenpossibility exists, but it also means there is consider-
that foundation endowments are at an all-time high, this
statement is not unreasonable, but upon examination,



able competition among sectors and organizations tens up relative to the glory days, much greater scru-
profit from this resource. tiny will occur, and more donors will get tougher.
Another view is that foreign-aidgencies should The situation implies that organization managers
stop complaining and just continue to give money tan Africa will have to take the lead and engage in a
Africa because Africa somehow deserves these transumber of activities, none of them mutually exclusive.
fers from the rich north. This view ignores realities inThey will need to do the following.
the north, where there is no widespread agreement thmt Reform their organizations to make them effec-
the rich should give to the poor. Foreign-aid donors  tive and accountable. This includes participating
face a declining willingness inside their own countries  in efforts to harmonize and streamline work with
to pay for foreign aid (Wessel 1997). Northern tax-  similar organizations on a regional scale and mak-
payers have been prey to arguments that foreign aid ing sure the organization is working in the most
is a waste of money and an exercise in futility, so that  appropriate “niche.” This will allow organizations
official foreign aid is being cut back nearly every- to better compete for ever-scarcer foreign-aid
where. The World Bank notes that grants and low-  funding and will increase the likelihood of obtain-
interest loans to the poorest countries fell by an infla-  ing local support from national funding sources.

tion-adjusted three percent in 1996 (Wessel 1997)g  cyjtivate local stakeholders and client groups and

The failures of foreign aid have contributed to this  rodyce better products for them so clients become
problem. Foreign-aid agencies and their advocates willing to help the organization lobby the govern-
badly need success stories in Africa to stabilize fund-  ant for a greater share of tax revenue.

ing, let alone to reverse the cutbacks. After all, every-
one wants to be part of a success story, as shown by
the exception South Africa has been to this willingness
to pay among foreign aid donors and private secto™
investors.

Reduce costs, and where the nature of the research
product permits, install cost recovery measures.

Invest in some realistic enterprises, on the basis of
serious business plans, and avoid investing in hast-
ily designed, low-profit enterprises that have scant

hope of generating significant cash flow (T-shirt

WHAT IS TO BE DONE THEN? sales or sales of milk fr_om resegrch herds, for ex-
ample). The key warning here is to prevent un-
The above review does not support the idea that there 9ualified staff from wasting time going toe-to-
is a lotof untapped revenue out there, although some  toe with private entrepreneurs who can easily beat
sources, especially cess funds, dedicated taxes, and them.
debt swaps, need to be used more often wherever they Since donors and governments remain important,
are feasible (Finance for Development 1996), and anghere is much they can do with their significant re-
opportunities for corporate philanthropy must besources. First, national governments can create an
seized upon. On the other hand, the review does sugppropriate enabling environment for their quasi-public
gest that right-sizing will be inevitable for many orga-and non-profit organizations (Rukuni 1996). They can
nizations, and that managers and chief executive ofeduce corruption by setting up fair legal systems that
ficers (CEOs) of knowledge organizations have morenforce contracts and dispense justice in a way that
to gain by making their organizations into success stagains local and international credibility and allows all
ries around which funding can be mobilized than theyectors (private, public, and civil) to flourish. They can
do by chasing mythical untapped sources of revenusponsor national and regional strategic reviews of spe-
It also suggests that organizations cannot give up otific sectors (such as rural research and R&D) in
foreign-aid donors and African governments, who areearch of ways to avoid duplication, cut costs, and
still the main players. But organizations need to bencrease effectiveness. They can cooperate with do-
more realistic and accept the fact that as funding tightaors in the creation of competitive funding mecha-
nisms and ask donors to convert project aid into long-




term institutional support and partial endowments fol
the best organizations. They can also create tax incen-
tives that support giving to the non-profit sector.
Second, foreign-aid donors, by virtue of their size,
numbers, and continent-wide operations, can estab-
lish fair playing fields for organizational funding across
the continent so that funding favors regional centers
of excellence that serve regional markets. They cag
channel funds away from classic project allocation sys-
tems and into sustainable funding mechanisms for the
benefit of the best-performing organizations. Donor
can cooperate to set higher performance standards for
public and non-profit organizations. They can make
greater use of competition to systematically reward
good performance in organizations and give priority
funding to countries that use public resources in fair
and accountable ways. Most importantly, they can re-
serve partial endowments as rewards for the best or-
ganizations, not the best themes or problems.

WHAT THIS PAPER PROVIDES

This paper provides:
B A conceptual framework that supports the pro-
posed course of action. The framework is based

A ten-step program of action called the Road to
Sustainability for managers of African organiza-
tions to follow if they want their organizations to
be among the success stories of Africa. The Road
is concrete enough that it gives a way to assess,
evaluate, and monitor the progress of organiza-
tions that seek long-term sustainability.

Explanations of what African governments can do
to enhance the prospects for organizations in their
countries.

A list of feasible initiatives that foreign-aid donors
can undertake to create incentives that nurture
sustainable organizations and reward the best. The
key points are the establishment of high, continent-
wide performance standards for organizations; the
introduction of large-scale continent-wide and re-
gional competitive funding mechanisms that pool
donor funds; and greater reliance on these mecha-
nisms to allocate partial endowments for organi-
zations that have successfully traveled the Road
to Sustainability.

Suggestions for how the Sustainable Financing
Initiative (SFI) can expand its activities to promote
debate on organizational sustainability.

The examples used throughout the paper will re-

on a review of literature in economics, institutionalfer to knowledge or R&D organizations and public ex-

analysis, institution building, management, andtension services for agriculture, but the ideas apply just

organizational development. as well to natural resource management organizations,
park services, universities, and NGOs.






1. Conceptual Background to the
Course of Action

of competition among organizations. Competition, re-
flecting the ubiquitous scarcity, induces organizations
to engage in learning to survive. The degree of com-
petition can and does vary. The greater the degree of
The framework starts with Douglass North’s views Onmonopoly power, the lower is the incentive to learn

institutional development. In his Nobel Prize accep—(North 199_6)' i o
These ideas and a review of the organizational-

tance speech of 1993, he made the following obse[j- | t literature inspire the follow i
vations that apply to the case at hand: evelopment literature inspire the following applica-

Instituti q ¢ f | traint tions of North’s observations. First, the rules for ob-
nStitutions are...made up ot format constrain Staining funding from foreign-aid donors and from
(rules, laws, constitutions), informal constraints =~ | L

(norms of behavior, conventions, and self—impose&aﬂonal governments form a significant part of the
codes of conduct), and their enforcement Chalr(,jmi_ncentive environment for public organizations and
teristics. Together, they define the incentive struc.NGOS (Ostrom 1995). These rules can be both for-

ture of societies and specifically economies.... ~Mal and informal, spoken and unspoken (Eggertsson

...If institutions are the rules of the game, organiza—lggo)' They define what constitutes a “credible com-

tions and entrepreneurs are the players.... Organizg—"tmem” t(? an org:anlza.ltlon that E,Jerforms-we-ll and
tions are made up of groups of individuals boundVhat constitutes a “credible threat” to enganization

together by some common purpose to achieve cethat does not (North and Weingast 198%)or per-
tain objectives. formance can then be seen as an acquired behavior

The organizations that come into existence wil relhat reflects an incentive environment that rewards

flect the opportunities provided by the institutional PIracy, incompetence, or political loyalty and punishes
matrix. That is, if the institutional framework [rules of OF ignores good performance (Williamson and Masten
the game] rewards piracy, then piratical organization§995). It also reflects the lack of incentives for learn-
will come into existence; and if the institutional frame-ing (Watkins and Marsick 1993). To change anything
work rewards productive activity, then organiza-then, these “perverse” incentives have to be removed
tions—firms—uwill come into existence to engage in before better performance is possible (Harris 1995).
productive activities. (North 1996) Next, incentives to improved organizational per-
In North’s view, organizational, institutional, and formance must exist at both the individual staff level
economic change is the incremental result of individuand in the larger environment in which an organiza-
als altering their behavior based on constantly shifttion operates (Hakes 1994; Foss 1995). Incentives are
ing perceptions about what constitutes their self-interboth carrots and sticks, rewards and sanctions. While,
est. Self-interest, in turn, is based on subjective modebst the macro-level, they are largely financial (funding
of cause and effect people use to interpret events amelels) and legal (regulatory agencies and predictable
situations. These are called mental models. They aenforcement of contracts within the court system), at
subject to learning and thus change over time. Thithe individual level they include many non-financial
means that one can create change by changing peoplaisentives and ways of working that allow knowledge
ideas, by helping them learn. However, learning doeworkers to function at high levels of productivity and
not occur in a vacuum; it too requires some competimotivation.
tion to occur, especially among organizations. Finally, competition among organizations is a key
North notes that while idle curiosity will result in determinant of organizational performance levels and
learning, the rate of learning will reflect the intensityis essential to encourage effectiveness (Hannan and

THE RULES OF THE FUNDING GAME
STRUCTURE ORGANIZATIONAL
PERFORMANCE




Carrol 1992). Competition among organizations can bgood news is that if an organization’s effectiveness is
healthy and there are many ways to create, monitoreal, its products are of high quality, and its worth is
and support it (Israel 1987; Sjostrand 1993). Compeempirically evident, stakeholders tend to pledge sup-
tition affects both what the organizations win and howport easily.

they win it. This is true for all levels within an organi-

zation a.s'well as amohg organizations (Wilson lggs)ORGANIZATIONAL SUSTAINABILITY
Competition also requires a large enough pool of com-

petitors to make the competition effective, hence re-DEFINED

gional and continent-wide applications of the prlnC|pIeWhat is a sustainable organization anyway? Sustaina-

are suggested ir? thi.s paper. In th? cgse of leb!ic;lyt')ility is a tricky idea, awkwardly applied to organiza-
supported organizations, competition is for fundlng’tions. Is it about money or capacity? A businessman

staff, :_;md_prestlge. Those_who prqwde mpney to_ thesr?‘uight say that his company is sustainable if it can gen-
organizations have a leading role in creating or hmderérate enough cash flow from sales to cover its oper-
ing effective competition among them. ating budget and replace its fraying capital without sub-
sidy. This is useful but it does not explain how to
achieve sustainability.

Serageldin says that “sustainability is to leave to
future generations as many opportunities as we our-
selves have had, if not more” (Serageldin 1996) and

Stakeholders’ willingness-to-pay for an organization’s ) ) ‘ » 2l and h
existence depends on several factors. urges us to examine various forms of social and hu-

B Their general level of prosperity. The more man capital when considering sustainability. This de-

wealthy individuals believe themselves to be theﬁnes the concept of sustainability itself and leads to
more willing they are to allocate their money,/ to consideration of inter-generational issues, but still does
goods that cannot be completely appropriated bVOt provide a guide to action for sustainable organi-

an individual. zations. ' . o
Foundation donors consider an organization to be

| T_he (_:ost—efflt_:lency ofa Pubhc_ly-sgpported 0'92" ¢ \stainable if it has diverse funding sources, so that if
nization and its success in delivering useful prod- left the scene. no areat harm would be done
ucts that stakeholders value. one ortwo ] g . .
to the organization’s capacity to continue its work
B The existence of alternative uses of their moneyCourt 1988). This is more applicable in the United
typically, to buy similar products elsewhere gtates, where a great variety of fund-raising options
(Curtis 1991). are available to an NGO to reduce its dependence on
The implication is that the use of public revenuefoundations. But what if money from other donors is
for mechanisms such as debt swaps, partial endowot reliable either, as is the case in institutions in de-
ments, and dedicated taxes will require the active supeloping countries, which may have many donors,
port of many stakeholders who must be rallied to thenost of them foreign?
cause and convinced of the value of the organization Brinkerhoff and Goldsmith (1990) propose that
(an example is what environmental activists accomerganizational sustainability “is the ability of an organi-
plished with the Global Environmental Facility). This zation to produce outputs that are sufficiently well-
is not easy to do, because stakeholders use tougbalued so that enough inputs are provided to continue
minded, self-interested economic and political assesgroduction.” This definition is more useful, for it con-
ments of the products of an organization when fixingsiders value and the links an organization to suppliers,
a value to them. This means that simple public relaelients, and funders. This paper combines this defini-
tions and marketing of an organization with theoretition with the inter-generational notion that Serageldin
cal ideas about its potential value is unlikely to lead t@dvocates, and puts the emphasis on action.
a reliable willingness to pay among stakeholders. The

WILLINGNESS TO PAY FOR
ORGANIZATIONS ALSO MATTERS




Thus, sustainability for organizations is definedas  Organizations that abuse any part of their capital
the creation of recognized value for stakeholders, sstock risk self-destruction. If they are destroyed and
that they continue to provide financing sufficient tonobody takes up the niche, the waste is immense. It
allow for inter-generational creation of that value, forces future generations to recommit the four kinds of
while at the same time husbanding the existing capistart-up capital all over again if they value the product
tal stock so as not to jeopardize its use by future gerthat the defunct organization once produced. Some
erations. economists wish to ignore this start-up capital and to
assume away “sunk costs,” but in the real world, sunk
costs and start-up capital are rare commodities that
must be fought and paid for with sweat and blood and
whole lives of work. Why waste it?

With a definition of sustainability in mind, let us look ~ The idea of sustainability can be applied to each
at the idea of capital stock. How does it apply toapube these kinds of capitalSustainability of capital
licly-supported organization? Following Serageldin@SSétsefers to the on-going maintenance, reinvest-
(1996) and Quinn (1996), capital will be divided into ment, and replacement of physical and financial as-
four interdependent categories. The firstdagible ~ S€tS SO they are not “used up” either by use, abuse,
capital assetsuch as financial endowments, build- ©" inflation and remain available for future generations.
ings, libraries, trucks, or computers. The second is th&h€ term implies a realistic maintenance and amorti-
intellectual (or human) capitalledicated to creating zation fund that extends the useful life of physical
the organization’s products. Third s®cial support assets for as long as possible and tries to attract new
capital, which consists of both goodwill and the eco-CaPital to keep up with technological advances.
nomic and political support that the organization has ~ Sustainability of human intellectual capital
generated among its existing and potential constituent31€@ns the organization tries to recruit the best pos-
It is reflected in widespread willingness to pay for thesible staff and sustain them at competitive levels of
organization among ordinary citizens, elected officialsProductivity with on-going reinvestment in their skills
and potential donors. Last, there dsganizational and competence. The supply of intellectual capital
capital, a more nebulous term, but useful. It refers tgAvailable to an organization does not depend just on
the value to society of having an organization succesS2lary 1evels but on its social support capital and on
fully and competitively occupy a product “nich.” society’s investment in the education of its future work

The niches available to an organization depend ofprce. (Replacement of intellectual capital is a major
the opportunities the economy and legal environmerﬁ?mblem in Africa, where the educational infrastruc-
are producing. It takes a sharp, creative eye to notid&re has been deteriorating.) Factors that may proxy
new niche opportunities. Organizational capital can b&ustainability for this capital might be staff turnover
described as the in-house, non-transferable, site-spl.&n organization, education levels of in-coming staff,

cific knowledge and internal systems that allow arational literacy rates, investments in maintenance of
organization’s staff to be nimble, quick, and cost-ef-Staﬁ skills, and the effectiveness of internal incentive

systems that reward staff productivity, creativity, and

FOUR KINDS OF ORGANIZATIONAL
CAPITAL TO CONSIDER

ficient in defining a niche, producing products for it, .
and maintaining its efficiency so competitors cannoProblem-solving.

steal it. This form of capital cannot be taken away by  Sustainability of social support capitaffers to the

individual staff if they leave and it disappears if an or-€fforts of the organization's management and staff to

ganization is folded and no competitor or new orgal‘eep its stakeholders (such as clients, tax payers, do-
nization takes its place. nors, government) happy and supportive of the

organization’s work. This is not easy, for the attitude
: . . . of these outside stakeholders might best be described
8 Recently, writers discussing “intellectual capital” have

combined intellectual, social, and organizational capital and®S “what have you done for me lately?” Social sup-

lumped them together as intellectual capital, a mistake irport capital is easily dissipated, even in prosperous
this author’s view. See Stewart 1997.




times. For example, foreign-aid agencies in the nortin the organization; foreign-aid donors; direct users of
rely on public perception of the good they are doing tdhe “product,” such as farmers in the case of an agri-
keep congresses and parliaments and national asseomdtural research institute or tourists in the case of a
blies voting to contribute to their budgets. One crite-national park; private companies who sponsor a line
rion for choosing CEOs of publicly-supported organi-of research they find useful to their enterprise; and in-
zations is their ability to cultivate and build social tellectuals not in the civil service.

support capital for the organization. Each type of stakeholder will have different in-

Sustainability of organizational capitakfers to terests in the existence of an organization and each
the on-going measures taken to ensure that the organe’s willingness to pay for an organization will vary
nization is greater than the sum of its parts and con{Curtis 1991). To demonstrate these differences, we
petitively occupies its niche. Organizational capital isexamine the case of an agriculture research and ex-
embodied in the organization’s management, itdension organization. Who are its stakeholders?
uniquely adapted way of doing things. Since this kind  National governmentis Africa have a long tradi-
of capital is not easily measurable, a proxy for its sustion of support for research. They have been key stake-
tainability can be the quality and effectiveness of poli-holders for R&D organizations. At independence, they
cies and procedures to improve internal managemeirtherited an elementary research and extension infra-
systems of the organization, particularly those thastructure for agriculture and natural resource manage-
define and create the organization’s products andhent. In the relative prosperity of the 1960s and early
niche, and that supply on-going knowledge about cli1970s, the research infrastructure benefited from a great
ents’ wants and needs. period of expansion (de Wilde 1967).

The evidence suggests that African governments
have tried to maintain their share of investment in this
STAKEHOLDERS crucial area of public good even during tough times.
A recent review of the data suggests that: “Sub-Sa-
The term “stakeholders” originates from the notion ofharan Africa was spending more in the mid-1980s per
shareholders of a private company. In the case of pulesearcher (be it in terms of total, operating, or salary
licly-supported organizations and NGOs in Africa, itcosts), or per dollar of Agricultural GDP [gross do-
means those people who have a direct interest in thmestic product] than all the other parts of the devel-
organization’s existence, at least enough interest so thaping world except Latin America and the Caribbean”
they pay for the organization through donations or byBeynon 1997) A good part of this support came from
purchasing the products. governments. From 1961 to 1985, Sub-Saharan Af-

If the government contributed money with tax rican governments spent money on agricultural re-
revenue, the government authorities who allocated research at an annual growth rate of 4.7 percent; this
sources to the organization would be stakeholders. Irate stagnated around 1980, the same time as the gen-
this case, all taxpayers could also be considered indéral economic crisis began to be felt on the continent
rect stakeholders. In a large and generous definitio(Beynon, et al. 1996).
of the term, we might even include the staff of an or- The same study notes that, excluding Nigeria,
ganization as a category of stakeholder. Stakeholde/sfrican government expenditures on agricultural re-
can change over time as an organization develops nesearch rose by 31 percent between 1981 and 4991.
products, seeks new clients, or solicits donations frorBy the late 1980s and early 1990s the economic boom
new sources. wound down and hard times hit even the most pros-

In Africa, potential stakeholders with a willingness perous of research organizations. Donors had to step
to pay for a natural resource management or agricuin. Pardey (1995) concludes that since the crisis, “Do-
tural research and transfer system are governmenbrs have become dominant and increasing sources of
agencies that allocate financial resources to the bud
get each year; civil service staff members employeéi

These data disguise considerable variation between countries,
making generalization inaccurate.
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support for agricultural research in Africa, their share  In countries where farmers are not yet an effective
of total agricultural R&D funding grew from 34% in lobby, as is often the case in countries dominated by
1986 to 43% in 1991.” Again, this disguises considermedium- to small-scale farmers who produce rain-fed
able variation in spending, since some African governfood crops, research organizations are often treated by
ments supply as little as five percent of the agriculturafjovernment as places to dispense job patronage for the
research and extension budget and the rest comes fr@aducated sons of farmers who have “made good” and
foreign donors (ASARECA 1997a). left farming altogether, but still have loyalty to the sec-
The data suggest that the problem of donor contor. This is not an unreasonable position of governments
tributions “crowding out” government contributions to who, after all, have their own survival to contend with.
the organizations’ budgets may not be widespreath these cases, the loudest lobby for continued funding
(though it may still exist). Government willingness toto R&D organizations is thus the R&D civil service it-
pay for R&D may rise when good economic timesself. This is a lobby with many urban connections that
return, and crowding out may apply only to particu-does not take lightly the idea of downsizing. In many
lar countries. The problem then may not be absoluteountries, this group has succeeded in getting govern-
levels of funding or crowding out, but the effective- ment to provide at least enough cash to pay salaries. At
ness of the money and of the organizations receivinfirst glance this power seems positive. But it is not a good
it (Beynon 1995). A key issue is how an organizatiorsituation, for in these cases neither government nor the
reaches an appropriate size and scale after a sustal®&D civil service can be depended upon to be con-
able level of funding is determined (Pardey 1995b).cerned about an organization’s effectiveness or the qual-
But why do African governments give money for ity of research results. The consequence is that govern-
agricultural and NRM research at all? Some argue thahents are in an awkward political position if they need
governments allocate resources based on cost—bendfitright-size research organizations to a scale more com-
criteria and a goal of promoting long-term public in- patible with new budget realities, for doing so can alien-
terest, hence agricultural R&D should receive a sharate a very vocal and important constituency of the sta-
of allocations because rates-of-return studies show higlus quo, the R&D civil service. In countries in this
returns to this public investment (Alston and Pardeysituation, the road to sustainability will be more difficult.
1995c; Oehmke et al. 1997). This view is a bittoo ide- A common prescription for this situation is to in-
alistic for this author. Most observers suggest that thelude farmer lobbies in making organizations more
lobbying power of various stakeholders and the overaccountable for results (Wuyts-Fivawo 1996). This is
all amount of available tax revenue has more to do with fine theory, but farmer lobbies do not just appear
the distribution of government tax revenue among sedsecause we want them to. And as shown by the pain-
tors than ideals about public goods (Bretton 1996ful cases of the recent “farmer movement” in West

Knudsen 1990). Africa and the older co-op movement, these lobbies
The power of lobbies brings us to other stakeholddo not necessarily have any interest in R&D, nor do
ers, such asarmers and the R&D civil service they necessarily represent ordinary farmers, and finan-

In countries where farmers represent an effectiveial support from donors tends to destroy their social
lobbying force around profitable cash crops, such asupport capital among ordinary farmers. In the author’s
coffee, cotton, cocoa, meat, palm oil, tea, or tobaccojiew, a better prescription is to promote changes in the
governments are responsive and allocate the fundsvironment that would enable small-farmer lobbies to
needed for R&D and extension (examples are pre-iremerge and flourish on their own. Allowing indepen-
dependence Zimbabwe or Botswana's meat exporent rural radio and TV to exist would be a good start,
industry). If government does not step in, these prosas would investment in rural primary school education.
perous farmer groups often use money to organize Still other stakeholders af@reign-aid donorswho
their own private research and extension services (agdlocate funds for African R&D based on the strength
in the case of Kenya's tea and coffee farmers oof their own stakeholders (ODI Briefing Paper on AID
Ghana’s industrial palm oil producers). 1997). Inside these agencies, comparative allocations
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also depend on the ability of internal staff to make theerest is in the existence of work places where their pro-
case for funds in the face of competition from otherfessional skills can be used to good ends.
sectors. Typically, justifications for investment in ru- It is the author’s experience that their interests lie
ral R&D are based on the idea that agricultural researdhn the functioning of universities, but, to the extent that
is a public good that will eventually produce gains inuniversities have productive associations with national
productivity and benefit entire countries by contribut-agricultural and NRM institutes, this group also has a
ing to food security. In the 1960s, this argument workedtake in R&D organizations. It is a group whose con-
very well. Donors contributed generously to the ex-ribution is still untapped. Historically, this group has
pansion of public sector R&D organizations, an expanhmited its public involvement to supporting labor
sion linked to a view among donors that national govunions that make salary and job protection claims
ernment was the only viable economic actor capableather than to creating public-interest lobbies. How-
of undertaking economic development in Africa. ever, with the arrival of indigenous NGOs on the
Donor-funded expansion continued in the latescene, many public-spirited intellectuals have chan-
1970s (particularly in the training of scientific staff) neled their creative and managerial skills to this sec-
and into the 1980s in the hopes of duplicating the Asiator. Including them as stakeholders for the R&D sec-
green revolution. After the structural adjustment cri-tor is a feasible challenge for research managers.
sis, donors filled in the gap left by cash-strapped gov- Private companiesboth foreign and local, might
ernments, if only to protect the initial investment.also have an interest in paying for agricultural and
Some research organizations in the mid-to-late 19804RM institutions. First, they might do so to promote
even benefited from a giddy spending spree. The p&n image of corporate responsibility to local clients and
riod saw the creation of three new international agriregulatory agencies. This potential source of revenue
cultural research centers, all with a substantial focushould not be neglected or exaggerated. Corporate
on Africa (Beynon 1996). Resources also arrived innterests are similar to those of wealthy farmers: they
the form of long-term “support projects” to specific are occasional buyers of research products. In the best-
research organizations. case scenario, they are sponsors of very particular,
As noted earlier, such giving has deteriorated irshort-term research projects that benefit the company
the late-1980s and mid-1990s. Cutbacks are now thdirectly (such as the case of Monsanto in Kenya).
norm. But this does not mean that we should dismiss Companies also employ research staff for short-
foreign-aid agencies as important stakeholders. Thirm consulting assignmerittn Ghana, a stakeholder
real amount of money they manage is still very largesurvey showed that larger private companies viewed
(Beynon 1996; Pardey 1995) and most local reprethe agricultural research institute as ineffective (Hauffe
sentatives of foreign-aid agencies are still looking forl996), so they created their own independent agricul-
successes. Funds often do follow performance. Thugjral R&D divisions to work on products that can be
an effective organization can, if it uses its funds effecprivatized and thus create revenue for the company.
tively, find itself with many generous foreign-aid do- This example is not to say that private companies
nors even in a world of cutbacks (as in the case of thehould not be courted, even in Ghana. As potential
Grameen Bank in Bangladesh). However, as stakeholdtakeholders, they would introduce a laudable market
ers, donors now have a greater interest in effectivesrientation to the R&D agenda and would likely con-
ness than they used to. tribute some financial resources. But reality suggests
African intellectualshavea substantial stake in they would not necessarily be willing to pay for an
the existence of knowledge organizations. “Intellectu-organization they do not directly control, nor would
als” refers to post-secondary school teachers, univetheir interests and product orientation overlap with
sity faculty, diploma-bearing researchers, and the edu-
cated managerial elite of the country aside from R&D 1ps hiring has a negative effect on the R&D organization

civil service. The intellectuals’ primary economic in- as the consultant is no longer working on a public research
program and the earnings are not turned over to the
organization.
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those of poor and mid-level farmers or with a IargerK”\IDS OF PRODUCTS
national goal of food security. U

The citizenry at largealso has a stake, though ORGANIZATIONS PROVIDE

one_that s less v_veII—defmed than the oj[her 9r0UPSZ e aders may be unfamiliar with the idea that informa-
Their interest varies by the extent to which researcﬁon research results, or biodiversity are “products,”

products contribute to general growth, prosperity, fOOdSO elaboration is in order. With two concepts, “sub-

security, and a stable natural resource base upon Whigr%ctability" and “excludability,” economists classify
growth can happen. However, the emergence of '

, . _Sroducts into four categories: public, private, toll, and
public-spirited NGO sector that channels the enthusi- . .

, . ~common-pool. Subtractability refers to a physical char-
asm of ordinary citizens has yet to take place, despite

. . . . acteristic: does one person’s use of the product mean
the fantastic proliferation of African NGOs. Most of

. there is less of it for others to use? Information an-
these NGOs are extremely localized self-help and o )
) i ) nounced on a radio is not very subtractable; more than
charitable groups or are funded entirely by interna- ' ;
. ) " one person can profit from it. On the other hand, a
tional donors as executing agents for donor-designed . . .
. . ) tomato is very subtractable: if someone takes a bite,
projects, thus their usefulness as representative Stalﬁére is less of it for others to eat

holders is limited. Their donor support also limits their

. . . Excludability is a more difficult concept. It too is
social support capital outside the donor-dependent sec- . )
_ i a physical quality of a product. It asks whether some-
tor, which means that for many African NGOs, as

) i i i _thing can be done to the product to prevent others
soon as their foreign funding dries up they tend to dis; Lo . .

. , from using it and to enforce exclusive property rights
appear. However, despite the transience of local

. " . ) o . over it. For example, if people buy a piece of land, can
NGOs, ordinary citizens with genuine civic feeling may,[hey put a fence around it so nobody else can use it?

be found h.ere and there who would '_°e v_wllmg 0 SerV%xcludability depends on the existence of technology
on governing boards of R&D organizations and help

_ ) (fencing or a locked box) that allows people to appro-
lobby for more effectiveness and more funding.

i priate the product for themselves. It also depends on
In conclusion, most knowledge and research or; . .

L i i . the legal institutions of property rights and enforce-
ganizations in Africa do not have a full and varied

i ) ment that support claims for exclusive use. For ex-
group of stakeholders with a governing role over the . .
N ) . ample, is there a structure established to respond to
organization. The potential for greater stakeholder in- . ,
complaints when one farmer’s cattle trespass onto

volvement is large and still unexplored. The vast ma; nother’s field? Will that authority assign jail time for

Jority C,)f rgsearch organ.lzanons a.re. still governmenta@uch infractions? If so, there is a high degree of ex-
organizations, responsible to a ministry and Strucmregludability

like any part of the civil service. While there has been Common poobroducts are those that are diffi-

a laudable effort in some countries (such as Mali . o
tult to keep people from using but that diminish if one
Kenya, and Madagascar) to create a legal framework

__person takes some (forest land and game inside a na-
that makes research, knowledge, and NRM organlz%?- )
ional park, clean water, a fishery, mangoes along the

tions more independent and to create stakeholder coun- .
) : . road, a grazing commons, etc.). These products have
cils that have some governing role, much remains tg - .
. o : a low level of excludability but a high level of sub-

be done in cultivating greater stakeholder |nvolvemen{rac,[abi”,[y

outside the two biggest players, governments and for-
eign-aid donors.

Products that have low excludability but high sub-
tractability are calledlub ortoll goods. Examples might
be a toll road, a fee-charging health clinic, etc.
Completely private products are highly excludable
in that it is easy to prevent someone else from using
it once you have it, and highly subtractable in that if
you buy it first, there is less or available for others.
Examples are tickets to a 40 seat movie theater, or a
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fixed number of tomatoes that farmers bring to a marties of the various claimants on resources; enforce prop-
ket to sell. erty rights and the willingness to use those powers.
Note that excludability and subtractability dependRules are influenced by thecultural values of ruling
on technology, rules, and enforcement. They rely orlites and their relative power bases and the existence
the surrounding legal institutions and depend on thef effective lobbies that push for change (Eggertsson
transaction costs of enforcement, itself a site-specifi€ 990; Gymah-Boadi 1990). The general level of na-
variable (Harris-White 1995). Many of the problemstional prosperity also matters, as does leadership. For
organizations have in attracting funding is that theyexample, King Hassan Il of Morocco, with one set of
have poorly defined “the nature of their product”. En-public resources, has ideas about what should be a
vironmentalists, for example, need to examinepublic good and how much of it should be produced.
biodiversity as a common-access good and determindis ideas are very different than those of Kabila in
how to present it as such. Some suggest privatizing Eaire. Ideology matters too. French socialists have
altogether, some want to make it a toll good, and somiéeas about public goods that are very different from
want it to be a pure public good. Research organizahose of American political conservatives.
tions tend to see their product as a public good, a con- Another difficulty with the common argument to
cept that has its own problems as noted below. “fund research because it is a public good” is that, at
the field level, research is not a public good anyway.
Heavy transactions costs have already turned the
THE DIFFICULTY products of national parks, R&D organizations, and
WITH PUBLIC GOODS extension services into toll goods (Blarcom et al. 1993).
R&D organizations provide a good example.
Products with low subtractability and excludability areFirst, there are usually large costs involved in access-
typically thought of as public goods. The usual arguing the information an R&D organization can produce.
ment is that, since the private sector has no importa#t farmer has to spend time and transport money to
incentive to produce them, the public sector will needind the researcher or extension agent as well as to pay
to provide financing (Alston and Pardey 1995). Everfor training and visiting the worker’s transport. Then
if the private sector does produce the goods, it will nothe farmer must spend time questioning the researcher
produce the “optimal” amount. Supporters of re-or extensionist and “pay” the researcher to come look
search, university, and NRM organizations in Africaat the farm (and in many places the farmer has to feed
have made this argument for a long time (Oehmke ahe visitor). Not every farmer has such resources;
al. 1997), but it is weak. therefore, in practical terms, only those who can af-
The difficulty with this argument is that what con- ford these costs will pay them, creating a toll-good
stitutes a public good and how much to produce of isituation. In the case of national parks, only rich for-
are nottheoreticalquestions. There is no such thingeigners can afford to experience, say, Kenyan
in the real world as a “neo-classical optimum amountbiodiversity, hence it is a toll-good for most people.
of a public good. Which products will be classified as  In the R&D case, the more that government as-
public goods and how much of the product will be pro-sumes the transaction costs of sharing R&D knowl-
duced aresmpirical questions that vary from society edge, the more it becomes a public good. But even if
to society. Interaction between government, legal ininformation is provided free and researchers and ex-
stitutions, and local lobbies will determine how goodstension agents have the resources and orders to visit
are placed on the public, private, toll, or common-hundreds of farmers, the costs to a farmer of actually
access spectrum. This means that societies’ rules anding the knowledge and information may be so high
physical, cultural, and historical settings will determinethat the advice becomes a private good (buy the seed,
outcomes of public-good provision (Klitgaard 1994).buy the fertilizer, buy the animals for pulling the trac-
These rules are those that recognize some claims ovr, buy the equipment). All of these expenditures oc-
others; condition access to information on the activicur before the farmer can try the suggested technolo-
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gies or advice, which may not work anyway outsides
the field station or without constant researcher pres-
ence. The problem is that very few R&D organizations
produce low-cost management advice unrelated to the
use of high-external inputs. For example, the extensiog
service in Zimbabwe often promoted effective tech-
nologies, but only a tiny percentage of small farmers
had the financial and physical endowments to make use
of the information (Eicher 1995).

Reliance on the public good argument obliges us
to make shaky contentions that successful researc‘]
products will generate economic growth, food secu-
rity, or that elephants are just beautiful, so everybody
needs them and if we invest in them everyone will be
better off, possibly even rich&Political leaders also
know that successful research products in rural R&DT
have been so rare that they are justifiably skeptical of
the public good argument. u

SUMMARY OF ELEMENTS n
OF SUSTAINABILITY

With the preceding concepts in place, we can see that,
to achieve sustainability, an organization needs to build
and cultivate all four types of capital: physical (includ-
ing financial), intellectual, social, and organizational.
The chance that organizational leaders can do all this
depends on two factors: (1) their own managerial skills
and creativity in articulating a powerful, forward-look-

They are consistently effective in identifying new
clients and producing a supply of products that
those clients want, need, and are willing to pay for
(with either private money or public tax revenue).

They are sufficiently accountable and cost-effi-

cient so that their product does not lose out to com-
petitors and their social capital is not diminished

through scandal, defective and inferior products,
arrogant managerial behavior toward stakeholders
and staff, or financial mismanagement.

They produce products with a high enough qual-
ity, reputation, and value so that they can mobi-
lize financial transfers from their clients and bene-
factors and attract new, loyal stakeholders.

They maintain their physical capital so that it lasts
across generations and is not “spent down.”

They develop multiple sources of funding, some
of it even from unsubsidized businesses that chan-
nel profits to the organization.

They explicitly try to beat their competition by at-
tracting and maintaining the best staff capable of
producing the best product, often doing so incre-
mentally, building on small successes.

They document and tout real accomplishments
and do so to lobby, nurture, and cultivate their
stakeholder base and maintain public commitment
to the organization.

These characteristics will be used to examine the

ing vision that inspires staff and stakeholders; and (2PeCific case of extension services and rural R&D or-
the the opportunities, rewards, and sanctions that tHganizations in Africa.

economic, political, and legal environments present to
the organization’s senior management group and staff
(Menard and North 1997).

Let us consider for a moment as a given the de-
pendence on the surrounding incentive environment and
look at organizations that have achieved stability over
generations, often through important endowments and
regular public transfers from tax revenues year after
year. These successful organizations have much in
common (Tushman and Anderson 1997; White 1990;
USAID 1997).
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2. The Case of Agricultural Research
and NRM Organizations

cal variable-pricing plan for non-public good services,
prices which will be mostly cost-recovery in nature

Common advice given to R&D organizations and eX_rather than profit producing. Suc_h a_ pricing plan as—_
umes, of course, that the organization knows what it

tension services is to turn more of their products it st q " q q , Ifit d ¢
toll or private goods (Macklin 1992; Umali and costs _? p'zloh ucetl S_ gciolli.ar}: se:.\:lc]?s.d ! oestno
Schwartz 1994; Knudsen et al. 1990; Carney 199§_<;n0w,| wilt have to instal high quaiily Tund-account-

Farrington 1995, Beynon 1995; Hubbard, 1995; Pra)'/ng software for financial management and revise its

1995). A typical list of such products includes theoreti-Chart of accounts and financial procedures so that these

. . . costs are accessible.
cal and applied knowledge of physical, environmen- ) .
The last strategic planning step allocates staff level

tal, ecological, and social processes; practical advice

. . of effort for each product development activity
on forest, crop, soil, vegetation, and water or water-

shed management; practical engineering technologie(sB rynjolsson etal. 1997). This last decisiqnastically

L ) determined by the strength and weaknesses of each
for cultivation, storage, and processing of farm prod-

ucts; advice on using tools and machines; varieties oqf“ent category and influenced by budget realities.
seeds and protocols for their use; theoretical and ap-
plied knowledge about animal health and growth; ad-

. . . i CEHALLENGES
vice on management of animals to increase physica

output; theoretical and practical knowledge about proda| that planning sounds hard, but it is straightforward,
uct markets and economic conditions, including policy,ng national research organizations have made great
advice; advice on financial aspects of technologies anﬂrogress in recent years in making product develop-
farm management; transfer of knowledge to a NéWnent, research objectives, and priorities more coher-
generation; and analytical and problem-solving skills. ent by using a variety of planning methods promoted

~ Toimplement the recommendation of transform-y, gpecial Program for African Agricultural Research
ing public goods into toll or private goods, R&D orga- spaAR) and International Service for National Ag-
nizations need to plan strategically. The first step is t9;,itural Research (ISNAR) (Weijenberg et al. 1993
assess their own comparative advantage for produgng 1995). Some organizations have also greatly im-
ing products by reviewing their strengths, Weaknesseﬁroved their internal management systems (Spencer
a”‘?' past successes compared to S|m.|lar national aRdgs) However, despite scattered research successes,
regional organizations. This exercise will narrow downgg|r.assessment by researchers, senior managers and
the list of the prpducts they can compgtltlvely deVelo%onors to research organizations in Africa remains very
The next step is to categorize potential users of theyjical of R&D organizations (see Frameworks for Ac-
research products and gain a notion of users’ ability tq,, published by SPAAR: USAID/RCSA 1996; Jain
pay fo_r the prqducts (Khurana and Rosenthal 1997)9gg) A typical list of challenges facing research or-
The third step is t.o arrange the products for those URjanizations is outlined in the box below (Rukuni 1996).
ers along the public-private-toll-common-access Spec-  The root of the problem is that organizations have
trum. Finally, the R&D organization will install a logi- ot a5 a group been able to produce enough high-value

] . : research results that farmers want or can afford to use
Less tangible results of the existence of a successful

research infrastructure include a national problem solvingand that are environmentally appropriate (ILEIA 1992;

capacity, food security, and having in place an|C|PE 1991, Weijenberg et al. 1995, ISNAR 1995).

economically and ecologically sustainable way of life for . .
the majority{)f the popu?ation){ Y Many reasons have been given for this.

RESEARCH PRODUCTS
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B The organization and structure of research has bee
based on out-dated bureaucratic or green-revoluggljl_tf_iTEl?:ltlJi SSED VISIONS
tion models. This means that in many places a
.scatterlng of experts gcross ministries thse _Worlﬁaced with poor research results and the dismaying list
is unconnected despite related mandates in fisher-, . .
. . ) of problems and their causes, professional research-
ies, credit, livestock, phyto-chemicals, export crop . .
ers and international research managers have not been

promotion, market or crop research, and forestry,
i Slow to propose changes. Reform movements are ac-
Few experts work together on a cohesive researctri}

ve and healthy. There are many views about what
program. Research staff who are gathered togetheF1 : S .

. o Should be done, depending on the weighting given to
tend to be regrouped into crop institutes that try

¢ te hiah-vield varieti ﬁ id a/arious causes of the problems.
0 generate high-yield varieties (often considere A large group argues that the criticism and list of

a futile task in rain-fed cropping systems). Whereproblems has been too severe, that research organi-

parastatals were formed to regroup these Speclaé'ations have had good successes. This group concedes

ists, the parastatals suffered from so much ineffi- : :
that reform is needed, mostly in areas of management

ciency and mlsmanagemeqt that they were dISémd accountability. Some would argue that most of this
mantled under structural adjustment. .
reform has already taken place in work sponsored by
B Research priorities have not always been targeteghe Frameworks for Action promoted by SPAAR. The
to national or international market opportunities,omy problem is how to find “new, as-yet-untapped
to the most beneficial agro-ecological farming sys-sources” of money for the sector. Others agree with
tems, or to middle income farmers who have a fithis point, but are skeptical that significant untapped
nancial capacity to invest in agricultural innovation.ggyrces of money exist, and point out that problems
Research has been dominated by a plant breedegguid be solved if only the national governments
agenda, reflecting the power plant breeders obyoyid fund research in the broad public interest, es-
tained after the Green Revolution. This power ha?)ecially for small food-crop farmers. There is no al-
been increasingly questioned in Africa (Sanderserative, they say. After all, research has shown good
1996). rates of return according to various economic studies.
B The determination about which research organiSmall farmers of food crops cannot afford to pay for
zations benefit from generous funding is not yetresearch, so government must do so. Proponents of
based on regional and continent-wide considerthis solution express great frustration that African gov-
ations of comparative research advantage. Thugrnments do not agree with such reasoning and won-
a research organization specializing in an ecologider what arguments can persuade them to finance re-
cally-deprived region can be very large, while an-search. Some despair and just urge research
other organization in an ecologically-productive organizations to sell more of their research services to
region hardly exists. Some of this has been due tthe private sector. Echeverria et al. sum up a vision for
political factors (Guinea, Nigeria, Zaire), but a largethe sector that this group would agree to:

part of this problem has been due to reticence on
the part of African governments and foreign aid
donors to plan allocations on a regional and conti-
nent-wide basis.

Now that foreign-aid resources are declining, many
foreign-aid donors wonder why they should continue
donating to organizations that produce few results that
farmers can use or that cannot gain greater financial
support from their governments (Collion 199&ov-
ernments have similar responses.
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[National agricultural and NRM research organiza-
tions] will have to be able to significantly diversify
their sources of funding away from annual govern-
ment appropriations. This new open [organization]
will have substantial capacity in research entrepre-
neurship, a more decentralized management style, and
fewer but higher quality and better paid scientific
staff. They will be able to sell many of their services
(at full cost) to different agents. Thus, while produc-
ing largely public goods, the new [organizations] will
be closer to the private sector with respect to organi-



zation, management, and employment practiceswork, and restructuring of the research systems to ac-

(Echeverria et al. 1996) commodate these new methods (such as mergers
. . of institutes and departments, or the creation of inter-

A second group of reformists attacks with great

disciplinary teams connected to the world by satellite

persuasiveness one of the core causes of the problem: . .
or'the Internet and assigned to agro-ecological zones

the method and organl_zatlon of res_earch. They say r']twost likely to succeed). Extension services are seen
must be vastly more client-responsive and structureg1S 100 big and bureaucratic, dependent on World Bank
ta;:otund Afncr::ls own eiologles. Th;s 9roup Propos€Srey joans and thus not sustainable. A substitute for
a_ researchers must "go Qree”’ OCU_S on InCren_mri!Faditional extension is research- and NGO-assisted
tal improvements to ecologically sustainable farmlngfarmer—to—farmer visits and training. (see Okali 1994,

systems, and build on indigenous knowledge. They Saﬁebbington 1993: Ashby and Sperling 1994: de Boef
that researchers must get onto farmers’ fields to do fagt al.1993) '

more trials and tests with farmers and that farmers must . group of reformers has many, much-needed

be treated as active participants in the process of h\//'isionaries among them and they address the core of

pothesis generation and testing. This group promotqﬁe problem: how to generate more useful farming
participatory methodologies, inter-disciplinary team'system technologies. Fernandez, for example, writes:

Box 1: Commonly Cited Problems in Research Organizations*

1. Absence of acceptable, computerized ac- sults in inappropriate products or no products
counting systems, financial controls, budget- at all for substantial client categories.
ing, and auditing procedures. 7. Research structure is often chaotically sepa-
2. Absence of long-term strategic planning be- rated into crop institutes, university depart-
yond a brief mission statement. ments, extension NGOs, environmental insti-
3. Inappropriate legal and governance frameworks tutes, insect services, and veterinary services.
that inhibit market orientation and intellectual The result is substantial regional and national
independence; this is particularly an issue with duplication of effort, skill development, and an
non-competitive patronage-based hiring and absence of interdisciplinary research or team-
promotion procedures. The result is a decline work.
of intellectual capital despite entry of newly- 8. Research agendas are often determined by
graduated researchers into the system. national top-down planning models, which fur-
4. The organization is treated as a “civil-service ther inhibit market orientation, exacerbate the
lifetime-job provider” and undervalues produc- poor choice of products to be developed, and
ing results for clients. This means further de- increase the likelihood of duplication of effort
cline of intellectual capital as innovative staff with neighboring countries and regional orga-
opt out of the system through moonlighting in nizations (notable progress on this problem
projects and other organizations. has been made in a few places, such as East
5. Senior management style is “command and Africa with the creation of ASARECA).
control,” an ineffective style in knowledge-pro- 9. Widespread neglect of staff training in practi-
ducing organizations. It results in staff reluc- cal methodologies for generating and testing
tance to take initiative, assume risks, and cre- hypotheses.
atively solve problems. 10. Heavy dependence on foreign aid (in some
6. Little understanding of client groups for whom cases as high as 95%), so there is risk in
research is conducted, no systematic and sus- some places of total collapse of the system.
tained client contact throughout all levels of
the organization, and rare breakdown of client
groups by needs and income, all of whichre-  *  Collion 1996.
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Although the educational and organizational pro-governments and rationalized on a regional basis, both
cesses of the participatory method appear time cono eliminate duplication and to concentrate research on
suming, this investment pays off in more efficient hypotheses with the highest-probable economic gain.
technology generation. The end result is an inCreasgr|_sponsored studies for ASARECA in East Africa

in the number of farmers who gain more control 0Ver o 5 -heq the same conclusion. These studies also make

the processes required for improving their own pro-

: . .~ a forceful case for more inter-disciplinary work to in-
duction system, and consequently, in a reduction in

their dependence on outside agencies to solve the‘lzrIUde upstream and downstream products with a sub-

problems. (Fernandez 1991). sector (algo cglled a filiere approach). .

Despite differences of emphasis and important
low external-inputi,ctical problems to be solved, the views of what
research teams would link to laboratories and MOr@hanges are necessary for the research system strike
theoretical components of the research system is N@le author as correct and not mutually exclusive. Lob-
yet clear. In the author’s view, this is an empiricalpies do need to be nurtured (though how to do so re-
question that will vary from research system to reinains to be seen) and reform must happen in enabling

search system, “system” being the national and respyironments, organizations, research methods, part-
gional configuration of organizations and intellectual andnerships with NGOs and clients, accounting systems
physical capital needed for research and extension.

How these new participatory,

and even of the conception of what organizations think
Both of these groups would agree that attentioRggearch is, how it is conducted, and how it is organi-
also should be paid to macro-economic processes thaliionally structured in a country and region. The next
affect the success of research organizations. WeijeRytion provides a rough guide how to start the pro-
berg et al. (1993) emphasize that the current fracturc-ess’ a guide consistent with both theory and work
ing in the Sahel of national research systems into th%ﬂready begun in SPAAR’s Frameworks for Action and
matic fiefdoms must be addressed by nationaje systainable Financing Initiative’s field support.
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3. The Road to Sustainability
for Organizations

Thus, the Road to Sustainability takes not only cour-
age to confront problems but cooperation among play-

This section suggests a course of action called the Ro&d>’ notably governments and donors. Both are in short

to Sustainability. It looks at an organization that wantsSUpply' i i
. . . L For ease of presentation, the Road is presented as
to survive in the new funding environment and is will-

ing to acknowledge problems and the need forchangtepin sequential steps. Reality is not as neat as theory.

) . Some of the steps down the road can be started be-
The first few steps on the Road characterize an orga- )
- o y . fore others, others might need to be taken at the same
nizational “turnaround” phase (Silver 1992). Turn- i
. Hme. Few can be skipped, however. Each step on the
arounds are called for when important leaders an

stakeholders believe that the organization is losing supF‘joad has within it several actions and activities. Some

port and that if trends continue, the organization migh'tﬁnay require technical assistance, particularly by man-

disappear altogether. Typically, a turnaround occursalgement consultants. At any point along the Road,

) . o changes in economic conditions and local situations can
when financial crisis is at hand. Perhaps donors havé

already threatened to discontinue support if importan?'gmﬁcamIy alter the diagnosis of the organization’s

changes are not made. Perhaps leaders have noted I%ra%blems. 'I('ja}kmt?] thelse c?anges mtc; act:cc;unt will, of
the organization's net worth (assets less liabilities) jgourse, mo ify the plan of action and strategy.

shrinking and that chronic budget deficits are becom- D_esp!te all the_se warmnings, the RO‘_”‘d is viable for
. . . ._organizations battling for long-term survival. The goals
ing unmanageable. Perhaps the capital stock is fallin . ;

. . and milestones of each step can be used to monitor and
apart, and the best researchers are looking for new jobs.

In any case, doubt about the future viability of the OIr_evaluate progress. The degree of sust_alnablllty gchleved
t the end will depend on the commitment, skill, and

ganization propels it to embark on the steps outlined

below. The first few steps help an organization examl_ong-term vision of several players: the senior leader-

. . . S . . Fhip team of the organization, reformists in the central
ine its situation and rebuild its social support capital .
around the key players (Schuchman 1992) government, and the donor and stakeholder coalition

The second phase of the Road to Sustainabilit&hat forms around the organization to support the

concentrates on rebuilding organizational capital anghange and reform process.
then moving to forward-looking strategic and finan-
cial planning. The Road ends with a campaign for a
sustainable balance sheet, through the negotiation OALS
deals for sustainable financing mechanisms such as
debt swaps, dedicated taxes, commercialization activiFhe goals of the suggested Road to Sustainability are
ties, and partial endowments. SFI/SPAAR (1996, 19970 make the organization measurably more effective,
publications exhaustively catalogue these variougfficient, and productive in its core business, more
mechanisms available during this final step. It is a finatompetitive and better nested among local and regional
step because only after an organization has regainedganizations, more accountable to its stakeholders,
credibility with its clients, donors, and stakeholders camrmore credible with potential donors, and more success-
these groups be mobilized to support large financidlul in delivering valued products to its clients. All of
transfers needed for these mechanisms. these characteristics are required before an organiza-
Also, sensitive diagnosis and auditing must takdion can seek major capital funds from sustainable fi-
place in the turnaround phase, as well as possible quasance mechanisms such as debt swaps, partial endow-
tioning of the leadership of a reforming organization.ments, special taxes, and check-off schemes.

INTRODUCTION AND WARNINGS
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The assumption behind these goals is that the betgter to serve with the outside consultants on the diag-
sustainable financing mechanisms (partial endownostic team during the steps to come.

ments, debt swaps, dedicated taxes) will require sub-

stantial support from stakeholders outside of the orgaMilestones During Step 1

nization. Such support is unlikely to develop until g
reforms take place. Of course, some financial deals are
related to cost-cutting, cost-recovery, cost-sharing, and
asset restructuring (sales, leases, purchases, rebuild-
ing) and will need to be considered not as the last st
but as part of the initial restructuring to occur in Step

6 (Gilbert et al. 1996).

STEP 1: ORGANIZE FOR CHANGE

The first goal is to put together a small coalition of stake-.
holders who rally behind the organization’s desire for
reform and greater effectiveness and who find the re-
sources to pay for the initial steps (Price Waterhouse
Change Integration Team 1995; Carr et al. 1995a). The
members of this coalition, @aponsoring committee,
cannot be prescribed, as membership will reflect local
conditions. Nonetheless, the group might include se-
nior managers, people from the organization’s client cat-
egories, members of the board of directors, and rep.-
resentatives of the current donor group for the
organization. Any one person from these groups can
start the process by talking to the other parties and lob-
bying them to create such a change committee.

The coalition needs to meet regularly to agree on
the need for a baseline diagnosis and financial audi®®
They will then need to find funding for external con-
sultants who will lead and conduct these tasks. If there
is any doubt among the stakeholder group about the
CEO’s ability to lead the organization’s turnaround, then
the sponsoring committee should insist upon an exter-
nal review of the CEO’s performance, to be done at
the same time as the general organizational diagnosis
(Step 3). The group must be prepared to replace the
CEO in the phases to come if his or her performance
is shown to be inadequate. It may even be useful in
certain crisis circumstances for the CEO to resign and
offer to serve in an Acting or Interim capacity pending
the results of the audits and diagnosis. One or two
persons from this committee will also need to volun-
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A committee will be created such as “Friends of
our National Soil Science Institute” or “Ad-Hoc
Committee in Support of our National Park Ser-
vice.”

The committee will agree on its general statement

of purpose and the roles and responsibilities of each
member, and will decide upon some internal orga-

nization, such as a secretary, to convoke the com-
mittee and keep records, and a chairperson to run
meetings.

The committee will be representative of, known
to, and accepted by important stakeholders and
client groups. (Client representation on the com-
mittee is a good theoretical idea, but in practice can
present major logistic, communication, and rep-
resentation problems, especially in the case of poor
and illiterate farmers. Only client representatives
fully capable of participating in the committee’s
work should be invited to serve on it.)

The committee will inform itself about models of
organizational change, new management methods
and philosophies, and on-going planning processes
among similar organizations both in the country
and in the region. They should not get bogged down
in this, but use it for inspiration for the road ahead.

The committee will develop a brief declaration of

purpose, a brief plan of action for its activities (one
or two pages), and a scope of work for a full-scale
audit and organizational diagnosis. Many off-the-

shelf scopes of work are available for modifica-

tion to local circumstances, so this need not take
long.

The committee will obtain financial resources nec-
essary for diagnosis, audit, and CEO evaluation.
It may also need to plan for funding of any feasi-
bility studies that become necessary after the di-
agnosis, or for installation of a new accounting
system and staff training in its use, or for farewell
scholarships or sabbaticals for CEOs who do not
wish to see the process through to the end (in



which case an interim CEO will need to be ap-
pointed).

The committee oversees a bidding process or re-
cruitment of consultants to lead and conduct thda
audit and diagnosis. A single firm might do both,
or the tasks may be given to different firms. m

The committee will establish a timetable for both

nal approval of new procedures that will affect the
program and governance structure should await
the outcome of the more general diagnosis.

Install and use the best available fund accounting
software.

Produce comprehensive, externally audited finan-
cial and program statements each year that con-

tasks, with great emphasis on avoiding bureau-

cratic delay and caution, but also on finding the  Accounting and financial control methods matter,
best consulting team. The diagnosis and audit Cagy the data presented in the end-of-year statements
be done simultaneously, but itis preferable that the, st be comparable among organizations and across
audit be finished while diagnosis is still being per-coyntries. Statements should include funding sources,
formed, rather than the other way around. list revenue from all donors and other sources, detail
spending by conventional categories, demonstrate ad-
herence to the approved budget, show the ratio of di-
rect to indirect costs, and detail fund-raising costs,
asset structure, and cash flow position. One of the

_ _ ~ responsibilities of senior leaders is to learn enough about
Without documented and regular proof of financial in-5ccounting and financial control to ensure that the or-

tegrity and competence, nobody has any reason {nization gets high marks for its timely reports, clean

believe an organization is honest, let alone efficienpgoks, irreproachable audits, and measurable transpar-
(Herzberger 1996). This lack of documentation makegcy This task cannot be left to accountants alone.
it difficult to build social support capital and attract new

form to best current practice.

STEP 2: CLEAN UP THE FINANCES,
STARTING WITH A MAJOR AUDIT

_ € _ Unfortunately, many publicly-supported organ-

donors and partners in a more competitive fundingzations in Africa are still considered to be part of gov-
environment where accountability matters more. POOgmment, hence their financial reporting and account-
financial controls and accounts also mean itnigos- ing systems still adhere to practices used in

sible to effectively manage an organization. government, whose own accounting and financial man-

The overall goal in this step is to align the ﬁnanCiaIagement policies may be out-dated, mired in unsuccess-
controls and accounting system with international stang | reform efforts. or old-fashioned to the point of

dards (see Appendix 1 for a discussion of which stan;gejessness in the new funding environment. Those

dards are appropriate), and thereby make the orgagsrnate organizations that have successfully negoti-

ization’s management more credib.le in the eyes Ofeq full or partial legal autonomy from central gov-
stakeholders, potential donors, and clients (FASB 19972ernment will experience rapid progress on this step.

The specific goals are to:
®  Conductacomprehensive, detailed audit and analyyjjestones During Step 2

sis of the present financial situation of the organi- o _
zation® B The audit will be conducted, results will be made

known to stakeholders, and approvals will be ob-
tained for essential changes (like a new chart of
accounts). At this time, the oversight board of the
organization should also write a policy outlining
how it will handle conflict-of-interest situations
among board and staff members as well as a policy
forbidding board and staff members and their fami-
lies to provide services or products to the organi-
zation (this is called a “self-dealing policy state-

B Propose new financial-control, accounting, and
audit procedures to conform to best practice. Fi-

&  Financial auditors often offer to look into the program,
results, leadership, structure, and governance of the
organization but are not very qualified to do so except as in
terms of how these areas affect the financial controls,
accounting, and budgeting processes. This is why the audit
and diagnostic team should be overlapping or entirely
different.
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ment”). They will also need to make a policy state-
ment for procedures related to competitive bidding
on purchases and contracts. Members of the over-
sight board should sign the policy statementsg
These board actions can be taken during a finan-
cial development workshop for the board of direc-
tors and senior staff.

Essential changes to accounting and control sysg
tem installed, and a deadline for use of new com-
puterized accounting software set.

The organization will purchase the most compre-
hensive fund-accounting software that has multi-
currency capability and can produce best-practice
financial statements. The estimated cost for the
software is between $8,000-15,000 US, depend-
ing on how many modules and add-ons are purg
chased. It will also be useful for the organization
to subscribe to a software-update service and a
one-year phone/email troubleshooting service once
the software is set up. Several such programs that
do this are available. It is best to avoid simple, off-
the-shelf accounting packages that serve small
entrepreneurs because they do not offer all the
capabilities a public-sector or non-profit organiza-
tion needs.

latest, have the bank reconciliation done. Summary
results will be posted so everyone knows how the
organization is doing.

The organization will revise a financial procedures
manual on authorization of fund use, documenta-
tion of this authorization, and storage of files to
conform to best practice.

The organization will solicit bids for its new com-
prehensive annual audit (the second audit). The
cost of the bid will be part of its annual budget
submission to the board of directors. Staff will also
send quarterly-budget versus actual figures and
interim financial statements to the board’s finan-
cial committee for inspection between regular
meetings.

At the end of the fiscal year, staff will close the
books, produce annual financial statements, bring
in the auditors, and submit all financial data to the
board, which must then review and implement
whatever actions are signaled by the auditors. The
board must act on the financial indicators shown
in the statements and make whatever cutbacks or
changes to the following year’s budget that are
necessary to keep the ratios competitive.

An organization that has shown a minimum of

Core accounting staff will be trained to use thegoogwill in becoming financially accountable will even-

software program. It may be necessary, despitg,|ly have an “unqualified” audit, meaning the audi-

the expense, to bring in a consultant from the softyoys will not have pages of nit-picking qualifications and

ware firm to help train the staff and set up thereservations to add to the audit report delivered to the
system. board of directors. A clean audit is something for an
The organization will conduct an inventory of as-organization to be proud of and to celebrate, and ku-
sets and will start using the system for aging ofdos should go to the CEO and financial officers who
accounts payable and receivable. make it possible. It is a sign that attracting stakehold-

At end of the current fiscal year, the organizationers to the cause has just become more possible.
will close down the previous years’ accounts, have

them audited, and begin using the newly installed

software for the following fiscal year. The change ;
will be abrupt and total, for no mixing of software
and systems can be allowed. Staff will begin posting
transactions daily (itself a remarkably difficult feat
for many organizations), using whatever summary
procedures are necessary to accommodate time
lags with data collection from field offices. They
will produce monthly budget versus actual state-
ments and by the tenth of each month, at the very

Typical ratios and indicators that boards and stakeholders
study are: program expenses to total expenses (80% or
more is good); fund-raising expenses to total expenses (the
smaller this percentage, the better); cash on hand to current
liabilities; percentage distribution of revenue by source;
number of donors and revenue sources.

Some boards also like to review accounts receivable
and aging of accounts as well as a list of all capital assets
that were purchased in the past year (worth over a specified
amount), especially if they have a spendthrift CEO to
contend with.
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STEP 3: CONDUCT AN Box 2: Diagnostic Categories Used

ORGANIZATIONAL DIAGNOSIS in the U.S. Malcolm Baldridge
Quality Award

The goals of this step are: (1) to understand the man 1 | eadership

causes of organizational ineffectiveness, inefficiency, 2. The organization’s use of data to measure
and decline in the four kinds of capital; (2) to provide and benchmark its performance for custom-
a prioritized action-plan for improving key systems of ers and stakeholders

the organization; (3) to take an initial look at the organt 3. Strategic and operational planning

ization’s strengths and weaknesses compared to other 4. Human resource development and manage-

national and regional organizations and to provide p ~ ment

rough analysis of the range of practical and creativp - Processes for producing and delivering the

options for the organization's future concerning its|  ©rdanization’s products(s)

niche, mission, client base, products, and possible ? CR:(S:?oltri((a??;r(]::lgZgglihi?:n?;cr)il:t:i;zzzg?

character and mode of operations. The initial review is

approximate and does not substitute for an assessment

of the larger national/regional niche or for a long-term

strategic plan. How diagnosis is conducted matters a great deal
The sponsoring committee is the employer of thdBeer and Spector 1993). The most effective approach

diagnostic team. A good diagnosis requires a largf organizational diagnosis is to combine a variety of

enough team to review the following systems: methods, several of which are participatory in nature.

m governance accountability, structure, and legall Nis approach ensures a comprehensive review, de-

problems in the enabling environment; senior management of often difficult and sensitive rec-

ommendations that result from the diagnosis (Argyris
1993).

) o The diagnosis requires managers, board members,
leadership style an.d organlzathnal values and CUIétakeholders, and staff to be available during the diag-
ture (part of organizational capital); nosis period for private interviews. These groups
B status of intellectual capital; should also attend meetings at various levels of the
B internal systems for performance monitoring andorganization during which interim results are discussed,

client orientation (part of organizational capital); debated, and analyzed, and where problems are con-
m stakeholder experience with the organization'sfronted- This is essential. If the diagnosis is performed
products (social capital and bottom line effective-Pit PY bit by a series of consultants, no one will pay
ness): attention to the reports. An intense team approach, with
o . . . organization members as part of the diagnostic team,
B the organization’s niche and quality relative to com- 9 i P g
along with frequent structured feedback and problem

petitors and, in the case of research, its niche within . : . .
. alysis sessions, assures that everyone participates in
the regional research landscape for technology an

. t [ is (R 1 .
knowledge generation and transfer; and e diagnosis (Rossum 1993)

B financial accountability (largely done through the
previously described audit);

m the status of physical capital assets. 10 Malcolm Baldridge was a former United States Secretary
Different consultants use different systems to of Commerce. He initiated a national annual awards program

conduct a diagnosis. See Box 2. which shows an ex- to honor private companies that demonstrated a thorough
9 ’ ! commitment to quality. It was an offshoot of the worldwide

ample of the categories of analysis used in the well-  Total Quality movement started by William Dening in Japan.
known Malcolm Baldridge Quality Awat#lprogram The award is difficult to win. Competition is fierce, scrutiny

; ; and standards very high. The award carries great prestige
in the United States (ASQC 1997). and affects the value of the company and its stock price.
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Staff should postpone all travel and seminar plangrs. Conflict often arises: certain staff may feel threat-
during the diagnosis period. The members of the sporened by the diagnosis or blamed for problems. It is the
soring committee who volunteer to serve on the diagieam’s role to help these staff members see produc-
nostic team also need to be substantially freed frortive ways to contribute to improving the organization.
their daily responsibilities. Depending on the readiness  The team takes a critical and evaluative approach
of the organization, its size, the necessity to travel tto all elements of the organization; it does not merely
field offices or stations, and the preparatory work donepply off-the-shelf checklists. For example, it does not
by the sponsoring committee, a rapid diagnosis can taljest note the existence of a mission statement, it judges
anywhere from two to eight weeks. whether the mission is clear and useful and provides

At least two members of the diagnostic team whdor a competitive niche for the organization compared
come from outside the organization should have conto what other organizations are doing and to what its
prehensive experience with institutional assessmentlients and stakeholders are expecting. It asks hard
management, systems analysis, change processes, gugstions such as whether the leadership is corrupt and
the wide range of methods used to collect and analyagable to mobilize significant financial support for the
rough, often qualitative, data. One should be the teamrganization. (If this is so, the sponsoring committee
leader. They also need to be astute enough to knoshould be told diplomatically that it is pointless to give
what is feasible given local political realities, althoughmore money to the organization until the leadership
“local politics” should not be constantly offered up aschanges.)
an excuse for why no substantive management changes After collecting and analyzing financial data, the
are possible. In addition, at least one team membdeam develops recommendations for a long-term pro-
should have extensive accounting and auditing expergram of improvement in the areas it has found weak,
ence (and might even be one of the members of thHaying out what kind of changes are necessary, how
financial audit team) as balance sheets and financitthey might be made, and how long they might take given
statements and budgets from earlier years will be studhe organization’s other priorities. This happens in a
ied. prepared feedback workshop that could involve many

A typical diagnosis begins with a briefing of the levels of the organization, including senior management,
sponsoring committee, in which the methods of datéhe sponsoring committee, as well as the board of di-
collection and the need for cooperation are describedectors. The output is a document, a plan of action for
The sponsoring committee and senior managers majhange, a series of goals that the organization should
also take a self-assessment questionnaire at this tinfecus on.
and the results returned to them a few days later. The A good diagnosis does not raise false hopes or cater
team then begins to learn more about the organizatioty the CEO or donor who paid for the diagnosis. Itis a
alternating use of tools ranging from simple observaecomprehensive look, a probe into the organization’s
tion to longer questionnaires. They read everythingnealth, and should result in a commitment to the long-
available about the organization, interview everyoneterm strategic planning process. It should push the
study its history, observe its processes, go on fieldrganization to create a vision of itself that corresponds
visits, and interview stakeholders. They pore over fiwith reality, while also assuring that the organization’s
nancial information. Later, data is shared among teamproblems need not be overwhelming.
members, hypotheses generated, specific data points Last, the team conducting the diagnosis should
guestioned, new questions asked, and, in an interamake every attempt to create team consensus, for this
tive way, all the systems of the organization are examencourages them to dig deeper into the data and argue
ined. The nature of the problems the organization hakeir points better, but they should not force a consen-
are aggressively analyzed and discussed among tkas (Marquardt 1996). Team members with views that
team, the causes of them laid out, the range of hypotidiffer from the majority on certain points should be
eses and ideas for improvement discussed. Frequegncouraged to write attachments to the overall report
feedback sessions are held with staff and stakeholdjiving their own arguments on the issue. Points of dis-
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agreement are useful to the board and sponsoring compenalties imposed by the legal system; freedom to adopt
mittee and will help them reach their own conclusionsinternal procedures and independent accounting sys-
tems; and liberty to create board-governance statutes
Milestones During Step 3 that reflect all stakeholders, not just the government.
B The committee will select and hire adiagnosticteaml.ncre_asmgly' freedom to solicit c.haritable donations,
obtain endowment funds, negotiate debt swaps, and
invest the funds off-shore have become parts of the
B The majority of the committee should find the di- regulatory framework that require examination and
agnosis to be comprehensive, useable, and of highpssible reform.
quality, despite any conflict or disagreementsitmay  Good practice suggests that an effective govern-
have generated over specific findings. The coming board should in some way combine members with
mittee will accept all or part of the diagnosis andexpertise and management experience with members
persuade the CEO, board, and relevant stakehold@ho reflect the various stakeholders and partisans of
agencies to also accept main elements of it.  the organization’s mission (Volunteer Consulting Group
B The committee will assign top priority to improv- 1993). This includes government and foreign-aid do-
ing the governance and accounting systems, angors. It does not mean that boards must be highly
then will then rank the other recommendations andlemocratic assemblies of constituents to be useful and
suggested courses of action. effective. Indeed, some of the worst boards are crippled
by conflicts of interest, self-dealing, and an excess zeal
for representivity, with members frequently mistaking
STEP 4: FIX THE GOVERNANCE themselves for a national congress or constituent as-
STRUCTURE sembly.
An important point regarding the composition of a
Typically, the governance structure is defined in theyoard is that, unlike boards in anglophone OECD coun-
organization’s constitution, organization chart, by-lawsyries, African oversight boards may have to spend much
and any regulatory framework that describes a divimgre of their time on governance issues rather than
sion of labor between government agencies and thg, fund-raising. Board fund-raising in Africa is likely
organization’s board and staff (Council on Foundationggy pe a waste of time until economic prosperity be-
1990). comes more widespread.
Diagnosis will have uncovered a range of gover-  The appendixes contain detailed suggestions for
nance problems that will be addressed in this step, afybvernance reform.

the goals are: (1) to reform the enabling environment

with legislation and/or modifications of the regulatory,vIilestones During Step 4

statutes, the constitution, and by-laws of the organi-

zation to allow the organization to operate free fron® Legal changes will be proposed and shepherded

political management, patronage, and civil service pro- ~ through the legal system.

cedures; and (2) to improve the effectiveness and us® The board will have clearly defined, logical, and

fulness of the governing board and its control over the  generally fair and acceptable statutes and by-laws,

CEO. with clearly defined roles and responsibilities be-
The second goal is necessary because knowledge- tween the CEO and board, and between ministries

producing organizations tend to perform poorly if  and government agencies and the organization. All

hobbled by command-and-control civil service man-  players believe the legal framework is suitable and

agement. The kinds of statutory freedoms that need to does not require any further modification or im-

be examined include: autonomy over salary scales; the provement.

ability to hire, fire, and evaluate staff and CEO accordm  The legal framework for the organization will sub-

ing to merit and performance, without unfair financial  stantially free it from government budgeting, ac-

B Diagnosis will take place.
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counting, and other civil service constraints. It will B
have considerable freedom to hire and fire the best
available staff on internal procedures alone (includ-
ing the CEQO), set salary and benefit scales, hold
capital reserves, invest assets abroad, and prac-
tice international standards of accounting and aug
diting independent of other government agencies.

The board will meet in person at least twice a yeatr,
and will have enough time to deliberate carefullyg
over the agenda. It will produce written minutes
that reflect substantive debate about budgets, stray
egy, hiring, and any problems requiring board de-
liberation. The minutes should reflect open disagree-
ment if such disagreement exists and not merely
rubber-stamp the CEQO’s recommendations on the
issues.

Board members will have adequate and standard-
ized information about the organization’s financial
situation and the information will be of high enough
guality that the board can make informed planning
decisions for the organization’s health.

A committee structure will be present and active
during meetings, and will be seen as useful accord-
ing to participant self-assessment.

The board will begin to issue signed, general-policy
statements for the CEO to act on.

The board will have overseen the transfer from a
founding CEO to a second-generation CEO, and
the board will have survived turnover in its own
ranks.

There will be at least six board members, no mor&TEP 5: CONDUCT A REGIONAL
than sixteen and a quorum will always be attainedl|CHE ASSESSMENT

at meetings.

Board members, when polled, will be familiar with This step may not always be under the control of an

financial details, including salary levels and poli-
cies, and will receive quarterly financial statement
and activity reports.

organization starting down the Road to Sustainability.
dt can occur before, during, or after the first three
steps, but should come before Step 6. It can be done

by consultants as part of the diagnostic team or a sepa-

Board members, when polled, believe that disagree-
ments with the CEO can be resolved without de-

rate team responsible for this step can be mobilized.

Niche assessment can also be conducted by a national
lay. commission under government sponsorship. If a na-
B Board members will be able to describe clearly thjonal commission is used, governments should be

mission, activities, and strategy of the organizaxzgked to set up, fund, and empower a temporary, full-

tion in their own words and will have participated time task force of intellectuals, management special-

in some strategic planning exercises, audits, Ojsts, and knowledge-organization leaders to suggest

diagnostic activities. ways to merge or streamline organizations with man-

As a board gains experience, the following mile-dates related to subjects such as research and technol-
stones will appear: ogy transfer (Sutton 1988).

B The board will have formally evaluated the perfor- ~ The goal of this step for a research organization is

mance of the CEO at least once in the past twé Produce a report that suggests a regional research
years. division of labor among organizations according to in-

. . dicators and assessments of relative capacity and prom-
B In aself-assessment questionnaire, board members

. . - . ise and to propose niches for the reforming organiza-
will feel that all members actively participate in . ,
. . . tion as a consequence of this analysis (Hammer and
meetings and that meetings are productive, use- i .
. . Champy 1993; SACCAR 1996). It is not about decid-
ful, and in no way a waste of time. ) , | )
ing detailed regional research agendas, although it does
i ; need to address the existing agendas developed under
§at|0ns with the CEO at least once between meekpaaR sponsorship. This kind of report will take a more
INgs. institution-building perspective. This means consider-

ing any and all ideas about merging, streamlining, or

B All board members will have substantive conver-
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creating partnerships among organizations, divisionsSTEP 6: DEVELOP A PRELIMINARY
private research organizations, or university institutes :

Such a commission should look at conflicting, over—SEg'ggEf’\ll?ZX_lr?cl)?\leALxﬁ
lapping, or duplicate mandates, intellectual capacity, anﬁz

organizational track records, and should suggest Wa¥he diagnosis, audit, and niche assessment will have

to structure and harmonize the situation. The reform-_. . ) o o
raised serious questions within the organization about

ing organization needs allideas outin the openin Ord%e organization’s future and many ideas will have been

to proceed with real stra\_teg|c planning. presented. At this point, the staff needs to know which
In the case of a national, government—sponsoreg. . _
. _direction they are heading.

commission responsible for this work, the commis- In Step 6, the momentum for change needs to shift

sion’s results should fuel national debate on the issu?rsom the diagnostic team and sponsoring committee
and serve as a basis for a minimum set of W'de'rangﬂ/hich is composed of people from outside the organi-

ing reforms for better performance in the sector. zation, to a change-management team internal to the

If a reforming organization has launched itself Ontoorganization, one that involves the newly structured

the Road to $usta|nal?|llty but is not ablg 1o get _d'recf)oard of directors of the reforming organization (Mohr-
support for this study, it should lobby African reg|onalman et al. 1995). The goal is for the new or reformed

organizations (ASARECA, CILSS) or other international . N
oversight board to sponsor an initial vision and reorga-

or multi-lateral players (ISNAR, AID's Regional of- ., plan based on the information and changes gen-

fices, or SPAAR) to make it happen, as all these a9€%rated in the previous steps (Dimock 1975; Drucker

cies are suitable sponsors of this kind of report. Fallét al. 1991). Senior management and the board will take

ing this, the best alternative is to add elements of thg stand on the list of problems and options and decide

niche assessment to the scope of work of the diagnostic I . o
Onh a direction, a vision, a mission, and a best-bet plan

team and assign one or two team members to the ta§k. o .
o i i Or reorganization. If high-level management changes
This is not necessarily a second-best option. It mean

s%ould be made, they will be the first items on the

only that the report may not be as comprehensive aa?genda. During this step, one or two brief feasibility

one produced by a larger commission. But with gOOdstudies might have to be made to review the econom-

consultant(s) who are knowledgeable about the region. ¢ tavored options. But hopes of getting perfect

under study, useful information and ideas will still beinformation should not delay the rest of Step 6
produced. To accomplish this step, the board, CEO, and major
stakeholders (donors included) need several feasible
options and alternatives to debate during organized,
B Areport outlining the scope of the organization’sfacilitated retreats. These options will come from pro-

reform work will be written and key players will posals made by a change-management team appointed

Milestones During Step 5

promote it. earlier.
B Sponsorship will be found for the report. The team will consider the diagnosis and niche
B Consultants or commissions will conduct the as&ssessment, review stakeholder and staff reactions to
sessment. the ideas produced by the studies, and make specific

i i i ize?
B Results will be published and distributed to reIevanrrOposal.s' Will the organization downsize? Change
o eadership? Restructure? Why? How? What about the
organizations.

mission? Is it only to provide services to poor farmers
of food crops with local research teams fluent in local
languages? Will it concentrate on export crops? Will it
merge with the university or become a grass-roots
NGO involved in the transfer of technology? Will it go
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toe-to-toe with the nearest international research ce
ter on maize?

Typically, the change management team drafts two
brief documents: a mission and vision statement and g
document called “specific proposals for change.” These
documents will be debated and revised by the board in
the retreats just described.

The first document states a new mission, vision,
and niche for the organization. It might describe the
kind of organization that is proposed, its nature, its
natural constituents, and how they will be served. The
statement should serve to inspire discouraged staff and
bring back reluctant donors. Staff who left the organi-
zation to work in NGOs and international donor agen™®
cies should find it sufficiently interesting that they con-
sider returning to the organization.

Typical questions that research organizations
should consider when drafting the statement are:

B What products (public, private, toll, or common- m
pool) can it produce and for what categories of
clients?

Given the mission and vision, which elements of
the organization can be eliminated? reduced and
streamlined? merged? expanded?

Can any part of the organization be privatized al-
together since it produces a good that may be con-
sidered a private good in the country? Can the or-
ganization do so without cutting itself off from the
only profit center it has?

Where can the organization institute service fees
to have better cost-recovery for products that can
be managed as toll goods? What steps should be
taken to do so?

Can the organization become partners (up to and
including merger) with any universities, neighbor-
ing organizations, NGOs, or other groups to make
its products? How would a partnership affect staff
levels?

What might the new organizational chart look like?
(a couple of options should be given).

It might take the change-management team a

B What percentage of costs would we have to remonth or two to produce these draft documents for

duce if it were to receive funds only from the gov-the hoard to use. The board will then retreat to con-
ernment? Where would it make budget cuts?  gjder and revise the documents and will most likely need
Where does the organization fit into the surroundprofessional facilitation by a skilled conference man-
ing organizational landscape? Who offers similarager who is familiar with future search techniques and
or related products and services? What is it goodroup processes. The outcomes of the retreats are
at or bad at? revised final statements about the new organization.

Does their research agenda reflect not only “na-  The final step is for the CEO—perhaps a new
tional needs” but also their own internal compara-2né—to implement the actions mandated by the docu-

tive advantage and the market opportunities theif€nts. Depending on the size of the organization and
region faces? the ease with which external stakeholders support the

What methods should they use for technologyV'Slon’ it can easily take a year to make the necessary

transfer or should it have any role at all in it? WhatCOSt reductions, to screen staff for downsizing, and

partnerships in technology transfer are possiblé'O complete whatever merging, streamlining, or reor-

here and now with the current set of players? ganizing has been mandated and negotiate partnership
and merger contracts with other organizations. If ex-

The second document, specific proposals fOIEernal stakeholders balk, refuse, resist, and protest,

change, should indicate the actions (cut, merge, reducﬁrrther reform may prove impossible.
expand, partner, streamline, eliminate, establish, etc.)

that need to occur to attain the vision, and it shoulqyjlestones During Step 6

prioritize those actions, relying heavily on the diagno-

sis and niche assessment.

change management team’s own words are:

B The internal change-management team will be ap-
pointed and will consist of cross-discipline senior-
level managers whose own jobs are not necessar-
ily under immediate threat after diagnosis and who

Questions the second document will answer in the
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are not philosophically opposed to the results ofional corporations (who make millions in profits and

the diagnosis and niche assessment. generate huge cash flows), or with donor agencies
B Draft recommendations will be written and readywhose income is generated by wealthy northern coun-
for submission to the board. tries with large tax bases. Top researchers often

threaten “to go take that World Bank job.” The answer
for CEOs and boards is to let them. After all, a research
‘organization in Africa would be quickly bankrupt if it
B The board and CEO will solicit support of power- tried to compete in the labor market with wealthier
ful stakeholders (typically government and foreign-grganizations.
aid donors), without whom implementation willbe  The first step in assessing salaries might be to form
impossible. a consensus among stakeholders about what consti-
B The CEO will act on the changes mandated for théutes a reasonable level of class standing for research-
organization which may take up to one year deers and managers. Then the organization can propose
pending on how extensive the required reorgania salary scale that reflects prevailing salary and benefit
zation is, the levels of resistance, and the size gfonditions in the national and sub-regional labor mar-
the organization to begin with. ket (international organizations should be excluded from
consideration as they induce too much unsustainable,
upward bias into the labor market). Once salary levels
STEP 7: GET THE INTERNAL are determined, the organization needs to project its
INCENTIVES RIGHT budgetary resources approximately ten years into the

_ _ _ _ future and make an estimate of how many staff it can
In this step (possibly taken simultaneously with thexftorq to have with the proposed salary scale. If an

implementation of actions in Step 4), the organizatiorg)rg(,jmizfmon can support only half as many research-
will review benefits, salaries, salary scales, recruitment;s on the new pay-scale, then should down-size in-
procedures, and methods for monitoring, evaluatinggiagg of limping along with forty underpaid, under-

and encouraging high levels of staff effort and perforperforming researchers. This kind of analysis and
mance (Firstenberg 1996). internal debate will take place all along the Road to

Knowledge workers care not only about money,s,stainaility, but the issue should be resolved during
but about benefits and allowances, travel abroad tthis step.

professional conferences, scholarship and sabbatical \\jith more realistic and appropriate salary scales

opportunities, and access to publishing opportunitieg, pjace, the organization should create benchmarks for
and the latest knowledge and information in their Properformance. Benchmarks, or greater “specificity” of

fession. They also care about paperwork reductiongsks and outputs, makes competition more likely to

recognition for a job well done, job autonomy and cregcceed, as they make it easier to tell who is perform-
ative freedom, and the chance to shape their countryi’ﬁg and who is not (Israel 1987).

policies and economic prospects, not to mention giv- 14 create benchmarks for each job, write a detailed
ing their children a good education and expanding the{efinition of “average” and “above average” perfor-

skills and abilities as they gain experience (Holm-Nielsep,ance. Then reward only above-average performance
etal. 1996). Getting all of these incentives right is COM{not average performance, as is done in the civil ser-
plicated, but entirely feasible if the will is present. vice). Average does not mean “mediocre.” The defini-
The salary scale is the most sensitive issue to tacklgn of average should be high enough to guarantee that
and will need managerial toughness in the face of stagmy the best will do better than average. Forget an-
claims and tempers. In a publicly-supported non-profit, 5| rajses that have nothing to do with performance,
organization whose product is knowledge and technols¢ they defeat the purpose of changing the incentives.
ogy for a cash-poor client base in Africa, it is impos-  comparing standards, benchmarks, and definitions
sible to offer staff salaries that compete with internasq, similar tasks in other organizations is a good way

B Board retreats will be held.
B  The board will produce amended, official versions
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to define indicators of average performance. Staffl
should participate in this discussion as well.

Creation of these indicators is the beginning of a
system of continuous improvement. Performance ing
dicators should be measurable, not vague, qualitative
judgments that cannot be proven one way or another.
Obviously, this is a difficult task and the results will be
improved upon over time, but this is no obstacle. The
organization should set high standards for average per-
formance and use the system to reward performancg.
The simplest way to enforce the system is to have staff
themselves document their own achievements. The
important thing is to get such a system in place, and ®
is very useful to combine it with some kind of 360
degree performance feedback at regular intervalm
(where staff are evaluated by peers, superiors, and
those “below” them in the organization) and to assign
some weighting for good team performance.

participation in national and regional exercises to
set research priorities (attendance and contribution
of papers);

the number of days at post (instead of attending
international conferences or consulting for outside
organizations and donors);

the frequency and degree with which the annual
work plan is completed under budget;

the number of years spent in rural postings on a
productive research program (with productive
defined by many of the above indicators);

mastery of English (which is generally accepted
as the working language of science); and

mastery of the language of farmers in the agro-
ecological area to which the researcher is assigned.

Indicators like these serve as rough professional

_ scorecards; they should be positive ones and reflect
What constitutes good performance for researchig organization’s values (such as teamwork, creativ-

ers? Certainly the following indicators might need toity, or field orientation). Some should be able to mea-

be extensively evaluated with staff, but they include:

sure whether results are generated for clients and re-
the number of days spent in the field with clients,veal direct client-contact. The examples given above
which is easily documented in good accountingare based on the theory that the more researchers do
systems and verified with 360 degree feedback anbigh quality work in the field, the more likely they will
common sense; get useful results for farmers. No indicator is ideal and

the number of technologies that the researcher dé indicator will guarantee that results will happen, so
veloped and that have been adopted by a statisflo performance system will be perfect, but the sug-
cally significant number of farmers, as shown bygestions above can track the level and quality of ef-
research reports and client surveys; forts far better than traditional performance reviews.

the number of testable hypotheses that have been Also, the mdm_ators above _do _not requwe_ a huge
burden of measuring and monitoring by senior man-

accepted into the research program, as shown in ]
the organization’s annual work plan; agers, who are suppose to t_rack and moltlvate §taff
) ~_anyway. An updated accounting system will provide
the number Of hypotheses tested with def'n't'vebudgetindicators rather quickly. In any case, individual
(yes/no/conditional) results. staff and team members should keep track of these
literature reviews written and distributed inside thecommon-sense indicators themselves and send them
organization by the researcher; into their superiors before any performance review.
analytical work that contributes significantly to Common sense on the part of managers and supple-
new understanding by fellow researchers of thenentation of reviews with confidential, 360 degree
needs, wants, problems, behavior, and constrainfeedback reports will show managers if the researcher’s
of the defined client group (necessary for contin-self-reporting is valid or not.
ued hypothesis generation); Of course, incentives like favored postings, sal-

the number of experiments or trials completed thafy Increases, assignments, time off to attend confer-

followed acceptable methodologies and standar§NC€S abroad, bonuses, and prize awards should be
protocols for the discipline; distributed on the basis of merit to sustain high-quality

effort throughout the organization.
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Milestones During Step 7 B Staff will also indicate that most hindrances to their
effectiveness have been removed and that organi-

B Feasible salary and benefit scale will be defined. i ) )
zational capital has been built up.

B Scale will be accepted and implemented and.

L . The organization will worry next about their core
downsizing, if necessary, will occur.

] ) ) business.
B Indicators for quality performance will be devel-

oped and agreed upon.

B Managers and teams will use the indicators regUSTEP 9: PREPARE A LONG-TERM
larly for performance measurement and rewariSTRATEGIC PLAN FOR

determination. SUSTAINABILITY

The organization has now undertaken extensive reforms
STEP 8: DEBUG THE NEW SYSTEMS and is presumably operating with a high degree of
transparency, efficiency, and accountability, implement-
By now dramatic changes and improvements have begfig a program of work with priorities that reflect an
made in the reforming organization. Perhaps a new CE@ppropriate niche relative to what other organizations
and an expanded board are in place. Perhaps the orgge doing. It may also have begun new partnership
nization now has a new legal status in the country. Agreements. “Turnaround” has now occurred, the cri-
battery of consultants have helped install new procesis has past, and the organization is leaner and more
dures and salary scales; and painful rightsizing andffective.
reorganization have occurred. All changes have been The next goal is to refine the preliminary strategic
based on a comprehensive audit, niche assessmeplan into a more comprehensive plan that can serve as
diagnosis, and a first-draft strategic plan. the organization’s intellectual cornerstone and market-
The goal of Step 8 is to fine-tune the changes, adghg tool. The organization should now have a new sense
improvements, and correct errors of judgment or zeabf identity; this is the moment to capture it on paper.
In reality, this step happens continually, but in the sixsenior management should create a small strategic-
months following the installation of new procedures,planning team to report to the board and CEO. The team
policies, governing boards, or legal frameworks, theyow has many strengths to build on, but if necessary
various players (board members, CEO, staff) may bg may use outside facilitators or management consult-
uncertain about the new systems (Nadler et al. 1992ints. It can also obtain assistance from groups such
Nola 1995). Perhaps many staff members are learnings ISNAR or SPAAR or the SFI for strategic planning
to work in the field as part of teams, or perhaps seniogessions with staff in the organization. It is during this
management has adopted a team management stydgep that a definitive plan is put together that will an-
Everyone has suggestions for improving the rules, pranounce the organization’s turnaround. The organiza-
cedures, policies, and methodologies that have been piin should publicize its successful reforms, its viable
into place. It is useful to get these ideas aired and tgew niche, and its new cost efficiency and client ori-
screen improvements from complaints made by disentation. Given the volume of work that already has
gruntled or negative staff members who prefer the “oldaken place, it should not take more than three or four

organization.” months for a team to produce a workable, draft of the
final plan and have it reviewed by key staff before pre-
Milestones During Step 8 sentation to the board.

B Six months will have passed since major system The purpose and nature of the organization for the
changes and reforms were put into place. next ten years is now described in this strategic plan-

ning document, which need be only 25 to 50 pages long.
The document is not a work plan with goals and tar-
gets for each component of the organization; rather, it

B Confidential staff surveys and focus groups will
indicate general acceptance.
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is a distillation of strategy. The organization should® What concrete proof exists of the organization’s
clarify its client groups and explain the type of prod-  client orientation and to what degree are its clients
ucts it intends to produce for them, as well as how and pleased with it?

with what partners. It will include a comprehensive  Tne second part of the strategic plan includes a

long-term budget that details capital improvements a”ﬁ/ell-defended, well-researched, multi-pronged finan-
maintenance (five years at least, ten is better, with dgsg) systainability plan. Financial, physical, intellectual,
tailed year-by-year projections). The budget should bgn social-support capital will each need separate plans.
based on funds the organization can reasonably expeg o plan will answer specific questions on subjects
from its donors. It is crucial that, as part of the strateg,ch as how to maintain the physical structures of the

gic plan, the organization produce two related long-term g anization; whether and how the organization will
budgets: a basic budget that allows effective operatlor@ndergo a capital campaign to create a partial endow-

and a contingent “windfall” budget that shows prudentyent: whether and how it will sell its research services
management of any large amounts of money that dqg private corporations as a profit-making activity;
nors or government might provide. The last thing a CEQyhether the leadership will undertake a lobbying and
wants now is to reinflate the organization all over agai'bublic-relations program to find support among stake-
to unsustainable levels with short-term windfalls.  ,51ders for a national dedicated tax or a check-off sys-
This first part of the comprehensive strategic planem: where to negotiate such a tax, whether through

and long-term budget will answer a range of questiong,e ministries or national assembly; and whether a debt
that potential donors and other stakeholders might havgWap is a possibility.

Hyperbole and unsubstantiated claims to competence nce a plan is approved by the board of directors

and merit are inappropriate, but real accomplishmentgn g implemented, several other traditional marketing
can be bragged about, especially a few years of clegfo|s should be prepared to supplement it, such as bro-
audits. Typical questions that stakeholders will as‘&hures, radio programs, videos that chronicle the

should be answered here. Some of those questions aggganization’s achievements, and annual reports that
B What makes this organization deserving of fundsyq\ the organization to its best advantage.
compared to similar institutes in neighboring coun-

tries, local universities, and training institutes? Howpjilestones During Step 9

is it different from them? Is it better? How does it _ _
partner and cooperate with them? B Scopes of work will be written and approved for

the comprehensive strategic and financial sustaina-

B Whatis the current status of the organization’s four o .
9 bility plan, and the team appointed.

kinds of capital?
The team will conduct work, including feedback

[
B What proof is there that the organization is well . . .
sessions with staff at various levels.

managed and is fully accountable?
Draft reports will be produced and presented to

[
. . o y
What kind of results is the organization capable of? the board for modification and eventual approval.

B How good is the staff? What are their academic
degrees and experience? How are they organized

to promote interdisciplinary teamwork for hypoth- STEP 10: COMPETE FOR DEALS THAT
esis generation® ENHANCE FINANCIAL
How is the organization innovative? SUSTAINABILITY

Has the strategy been thought out in partnershi
with other organizations or does it reflect only the
ideas of one or two internal researchers?

eVith a well-managed, reformed organization that pos-

sesses a high-quality, long-term strategic plan and a
feasible plan for sustainability, the senior management
is now ready to negotiate any and all sources of long-
term funding based on the strategic plan. The search
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for funds must be well researched and not based dm
the hope that contacting any European, Japanese, or
American foundation will locate available funding.
Making deals for debt swaps, endowments, and addi-
tional taxes and check-offs is a competitive process
that requires lobbying and assistance from stakehold-
ers. Stakeholders must be rallied to the cause. The
organization will need them to help the board and seg
nior management team lobby foreign aid donors, min-
istries of finance, parliaments, and national assembliei

This is also when the coalition of players that have
supported the organization through its reform process
can offer help with contacts, introductions, training
workshops in social marketing, public speaking, and
lobbying, as well as with sponsorship of meetings with
wealthy individuals and private corporations who might
contribute to some part of the organization.

To the extent that competitive funding mechanismd®
have been established, the organization is now in an
ideal position to succeed in using them.

Milestones During Step 10 u

These will depend on the specifics of each organi-
zation’s plan for sustainability, but typical milestones
might be:
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A national capital-improvement campaign will be
launched. Wealthy individuals and international cor-
porations will be identified as likely donors and
approached for cash or in-kind contributions (any-
thing from computers from IBM to promises from
local private schools to provide partial scholarships
for researcher’s children).

The CEO and board will successfully conclude
negotiations for a debt swap.

The organization will participate in regional or con-
tinent-wide funding competitions for long-term

institutional support funds, scholarships, grant
funds, and partial endowments.

Client groups and similar organizations will suc-
ceed in creating dedicated taxes to benefit the or-
ganization.

Commercial activities that were begun as a side-
line (like consulting or sponsored research activi-
ties) will begin to generate a profit for the organi-

zation.

The organization’s balance sheet will reflect a sus-
tainable asset base for core activities.
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4. What African Governments Can Do
for Organizational Sustainability

Given widely-recognized failure of governments across
the continent to serve as the primary developer, and
distributor of national and foreign wealth, the root prob-
lem governments have is how to liberate other actors
and organizations to perform these functions, while still
keeping an eye on the public good (Biggs et al. 1996;
Liuksila 1995).

The suggestions presented here advocate freeing
up R&D organizations, universities, and NGOs so that
they can pursue excellence and results and build na-
tional constituencies for their products. They suggesnm
tions are:

B |egally separate organizations from the civil ser-
vice and grant them autonomy in management, govg
ernance, and policy-making. (Government may still
choose to have itself represented on the board of
directors of the autonomous organization). This in
no way reduces government’s need to provide
them with financing or to regulate their perfor-
mance.

B Revise and expand legal and regulatory frameworks
for research organizations and universities, NGOs,
guasi-NGOs, foundations, lobbies, and other nong
profit or charitable organizations. Such changes will
encourage growth of an independent sector that
government can independently contract with to
provide public and toll goods (Hubbard 1995). Legal
and tax reforms might provide incentives for pri-
vate citizens and corporations to contribute tog
public-interest organizations (ICNP 1997).

B Expand freedoms of speech and assembly and to
allow independent, small-operator access to the
infrastructure of radio and TV. This will give rural
citizens the information to form more of their own
lobbies and interest groups. It will also lower trans-
action costs for researcher teams to communicate
across regions (FAO 1997).

B Participate in and financially support national and
regional commissions that would investigate ratio-g
nalization of agencies, departments, institutes, and
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universities concerned with technology generation
and transfer. Rationalization does not mean creat-
ing super-agencies, but rather clarifying roles,
shifting and splitting mandates and staff, as well
as restructuring organizations to enhance their ef-
fectiveness in the field and encourage inter-disci-
plinary team work. Rationalization would be based
on modern best-practice and not on old-fashioned
notions of an all-powerful government that con-
trols everything.

Base R&D mandates on agro-ecological farming
systems with high potential for innovation (Pineiro
1997).

Set up and empower a small, independent regula-
tory and standard-setting agency (not a civil-ser-
vice agency or a government unit filled with po-
litical appointees) such as a “national non-profit
organization standards bureau” to promote adop-
tion of minimum standards and to monitor organi-
zational compliance with standards. The sector
might also propose its own commission to promote
self-regulation.

Give standing, written directives to finance minis-
tries to assist public and non-profit organizations
in cutting through red-tape and negotiating waiv-
ers of IMF and national regulations that inhibit the
use of debt swaps, dedicated taxes, and off-shore
investment of partial endowments.

Require publicly-supported organizations to sub-
mit to the government multi-year budgets and stra-
tegic plans (rather than makeshift annual programs
of work and budget) that include goals for main-
tenance of all four types of their existing capital
stock. The government will need to commit to a
providing a percentage of the budget over several
years so the organizations are able to prepare long-
term fund-raising campaigns for needs not cov-
ered by tax allocations.

Request donors to avoid co-funding projects, re-
gions or sectors. Ask that they use scarce foreign-



aid funds for sustainable financing mechanisms thal Develop economically-justifiable dedicated taxes to
benefit key organizations of vital importance tothe  benefit national and regional knowledge institutions
country, organizations capable of producing long-  and to allocate this revenue by using independent
term, viable strategic plans and budgets that reflect competitions among institutions.

success on the Road to Sustainability describesi  Use more debt relief and foreign aid for endow-

earlier in this paper. ments of key institutions, even if endowments are
Ask donors to make greater use of competitive  only partial, and to use tax revenue windfalls for
funding mechanisms. the same.
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5. What Donors Can Do
for Organizational Sustainability

Donors have an important role in creating the condi- protection organizations, etc.) In the case of R&D
tions for financial sustainability, mostly by restructur- organizations, include extension organizations, as
ing the incentive environment in which funds are ob-  well as universities, departments of livestock pro-
tained. Even in a world of major foreign-aid cutbacks, tection, phytochemical units, and export promo-
foreign-aid donors are among the most influential ac- tion agencies. The goal is to eliminate duplicate and
tors for publicly-supported and non-profit organiza-  overlapping missions, encourage rational use of
tions. intellectual and physical capital, promote a more

Foreign donors have the capacity to operate on a coherent specialization and division of labor among

continent-wide and regional scale, much more so than organizations, and support interdisciplinary team-
individual African governments can. This capacity gives  work for developing technological innovation in
donors a flexibility, so far unrealized, to reallocate funds  best-bet agro-ecological farming systems.
according to quality and effectiveness of results, tam Encourage continent-wide labor market for high-
reward countries that reform their enabling environ- performing researchers and research managers.
ments, and to support the best-performing organizag  gyjid donor coalitions for improvement of specific

tions across the continent (de Capitani and North 1994).

agricultural research organizations and systems to

Thus, as key stakeholders and players, donors can: prove that financial sustainability is possible.

At the individual country level, promote among ot course, this is a big agenda. Donors unable to
other donors and African governments greategq; on it should, as a fall-back strategy, adopt a policy
understanding of the local effect role donor fund-f «qo no harm” to the incentive environment in the
ing has on incentives for organizational perfor-ingivigual countries in which they work. Adopting the
mance. “do and don't” list at the end of this section would be
Set higher, continent-wide standards for organia good start toward a “do no harm” strategy.

zational performance based on best available prac- A detailed look at the strategies follows.

tice and make the standards credible by funding

organizations that meet them and refusing thOSEJNDERSTAND LOCAL INCENTIVES

that do not (Moore 1994). FOR ORGANIZATIONAL
Build competitive funding mechanisms in partner-PERFORMANCE

ship with other donors on a national, regional, and
continent-wide scale to pointedly reward measur-The first step in dealing with a problem is to under-
able quality achievements and proven results. Thetand its causes and consequences. Therefore, local
few consolidated funding mechanisms that haveplayers and institution-builders need to better under-
been launched are good first steps in this directiostand the impact that donor behavior has on the struc-
but could be put to use on a regional and contiture of incentives for organizational performance in
nent-wide basis, especially for use with debt swap#é\frica. Too often, the effect of donors is considered
and partial endowments. minor compared to the effect of African government
Channel a greater percentage of foreign-aid fund2€havior on local organizations, but more balanced
ing into these competitive funding mechanisms. Views have emerged recently (Baird and Wezel 1993).

. . . . It is common sense that donor behavior and stan-
Support regional and continent-wide niche assess- ) o o
L éjards substantially affect organizations that receive aid.
ments for organizational sectors (knowledge an

technology transfer sectors, NRM and biodiversityE“nor Ostrom notes: “the activities of these [donor]
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agencies affect the incentives of all participants. Fur-
thermore, the resulting incentives may well increase th%\ ﬁg%gg_’;\?;l?cs:gﬁal‘éﬂo'\ls
level of rent seeking, corruption, or accountability”

depending on if and how sanctions and rules are a%'verybody has been telling donors to work together

plied (Ostrom 1995). i ) for a long time (Baird and Wezel 1993) so that they
Too often, one donor may finance an audit, become

~avoid undermining each other, a common complaint in
aware of problems, then walk away from an organiza- . . L
donor forums. In an era of foreign-aid scarcity, it also

tion or ministry. A second donor then steps in and fails .
makes sense to pool resources toward the creation of

to conduct due diligence before making a loan or grant, . o o .
Sustainable organizations, especially if partial endow-

Sometimes they conduct due diligence but do not Calfents become a favored tool of rewarding the best and

about the financial troubles plaguing the beneficiary.most important public interest organizations.

This indifference has an extremely negative long-term Two objections are commonly presented to this

impact on the incentives for good performance in Or_édvice. First, that donor coalitions cannot work because

ganizations. Staff throughout the ranks of the 0rganty ¢ il donors join and too often one donor breaks ranks,

zation realize that anything can be “gotten away with or second, that donor coalitions should not bully aid

and that no sanctions will ever occur. So why bother . . ; . . .
recipients, for this constitutes imperialism.

i ' ?
to do better, or to expose problems in the first place? Both of these arguments are weak. The first ig-

Why not join in the game? Citizens outside the organi- o
nores the many cases where donor coalitions have

zation become aware of what is happening, if only b)éucceeded or where partial coalitions have substantially

the rumor mill, and develop attitudes of non-parﬂmpa-immoved the incentive environment. The argument also

tion. The nascent NGO sector sees what is happen"}ﬁoposes no alternatives and gives too much credit to

and thinks it is normal, so it begins to behave the same impact a single “rank breaker” can have on an on-

and spoils the opportunities for change that such Soing coalition. It discounts the positive long-term

impact on the general funding environment of even

Donors need to find ways to make “credible threats . . )
. . o partial coalitions. Box 3 describes a good example of
to ineffective and/or corrupt organizations. At the same . . o ”
ow partial success in building a coalition can expand

time, they must also consistently reward high-perform- . " .
_ o o _ ., over time to even greater success. In addition, partial
ing organizations with “credible commitments” (North

coalitions introduce a small degree of accountability for

and Weingast 1989, North 1996). This is a fancy way OE)rganizational leaders who are reluctant to undertake

saying that some bite has to be added to the donor bark.
reforms.

Many senior managers of donor organizations are . - . .
The imperialism argument is weak because it as-

well aware of the problem, but field staff still get mixed . o !
X . sumes that recipient organizations who find the donor
messages about reporting problems from aid benefi- .. N
coalition “too tough” are not free to walk away from

;:_:T\rll(es, r_naklng_ IO?” gnd grant_ ct(_)ndltlfons easy to_fUIfhe bargaining table. It seems to say that Africans are
ill, keeping project misappropriations from appearing.c .. .. 4 1o accept foreign aid.

in newspapers, and turning a blind eye to managerial
incompetence in the beneficiary.
Finally, as part of making donors think about theENCOURAGE GOVERNMENT REFORM
effects of their actions, innovative donors should enOF THE ENABLING ENVIRONMENT
courage examination among their colleagues of the
nature (type’ degree, relative importance, existence) @bstades to Competition for Organizations often include

competition among organizations seeking donor fund$utdated legal regulations meant for publicly-supported
organizations, the absence of appropriate legal defini-

tions for non-profit and public-interest organizations,
and over-control and -regulation by inappropriate gov-
ernment and banking authorities. Each country pre-
sents different possibilities for reform, but reform and

sector might have represented.
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improvement are still possible. A notable case in whictl
foreign-aid donors have played a positive role in assist-
ing government with reform is Madagascar, where, oveg
a ten-year period, significant reform has occurred in

non-profit and commercial law. Even the civil service

there has undertaken an innovation unheard of ig
francophone countries: large areas of the country were

regional regulatory and standard-setting bodies for
non-profit organizations;

modifications of tax and currency laws to allow
for corporate and private philanthropy and for for-
eign investment of partial endowment funds; and

overhaul of repressive legislation of communica-

effectively removed from the jurisdiction of the for-

estry service and placed under a public-interest foun-

dation that will become a national parks service.

tions that inhibits free speech among independent
organizations outside government monopolies,
particularly in radio and television.

To encourage reforms, donors can lobby for and

support:
]

private sector activities;
tion of enabling legislation;

tracts;

Box 3: A Donor Coalition that Works

The Environmental Partnership in Eastern Europe
began six years ago as an initiative of the Ger-
man Marshall Fund and the Rockefeller Brothers
Fund. At its launch, six donors joined the part-
nership. Now, more than twenty donors (includ-
ing some bilaterals) participate. Funds are pooled
and assigned to five autonomous offices in Po-
land, the Czech Republic, Slovakia, Hungary, and
Romania. Partnership offices have national boards,
national staff, and national grant-making guide-
lines. Usually, grants are allocated to non-profit
organizations and the funding donors do not par-
ticipate in grant selection. Grants explicitly favor
regional cooperation among beneficiaries. The
donor coalition is actively studying the possibility
of sustaining the partnership through an endow-
ment. Founders attribute success to common
values among the original donors, donors’ excite-
ment at the prospect of a re-emerging civil soci-
ety in Eastern Europe after the end of commu-
nism, and high standards for accountability built
into the grant competition model created by the
project’s original technical-assistance advisors
(German Marshall Fund, 1995-1996).

overhaul of commercial codes for investment an

overhaul of existing non-profit law or the introduc-
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dSET HIGH, CONTINENT-WIDE

STANDARDS FOR ORGANIZATIONAL
PERFORMANCE

Donors can examine available standards for non-profit

an independent judiciary capable of enforcing conand public-sector organization management, including

those suggested appendixes (see also Williams 1995).
Donors could start by supporting professional forums
in Africa where standards on best practice can be de-
termined and promoted. The organizational models are
those used in the U.S. and U.K., such as the Financial
Standards Accounting Board, the National Charities
Information Bureau, and the Better Business Bureau's
Philanthropy Office.

Watchdog and standard-setting organizations can
be very simple in structure. They can become larger
and more complicated if they add support functions
such as a best-practices database, board training, man-
agement consulting, and fund-raising advice. In any
case, watchdog agencies need some staff to actively
promote donor, grantor, and beneficiary awareness of
and compliance with performance standards. SPAAR,
for example, might be well positioned to set up this
watchdog and standard setting function for research
organizations in Africa.

Donors might also consider joint creation of an
African Quality Award system for publicly-supported
organizations and NGOs, similar to the Malcolm Bald-
ridge National Quality Awards in the United States (dis-
cussed on p. 25), the National Quality Award in the
United Kingdom, and the European Union Quality
Award. These are successful government-sponsored
awards with proven track records. Winners have been
shown to increase shareholder value, customer satis-



faction, and profits to levels higher than those of noner when substantial funding is for long-term institu-
winners. Similar awards do not exist for the publiction-building projects.

sector or NGOs but should. Receipt of such awards Competition for funding is not a new idea; it is
might be a precondition for substantial donor fundingwvidely practiced within government agencies in the
of sustainable finance mechanisms such as partial eb-S., Canada, and U.K already, especially for research
dowments. and knowledge sectors. And competitive funding mech-
anisms are not unknown in Africa. The social science
pan-African research council (CODESRIA) has man-

BUILD COMPETITIVE FUNDING aged juried, continent-wide and regional competitions
MECHANISMS THAT REWARD for scholarship and small research grants for many
EXCELLENCE years. The International Development Research Cen-

tre (IDRC) also used them. Many USAID and World
There is substantial consensus in the literature on iBBank-sponsored projects for supporting NGOs also
stitutional development of the importance of usingattempted competitions at a national level. However,
competition to increase non-profit and public organi-national competitions among NGOs often experienced
zation performance (Moingion 1995). Israel (1987)problems when they did not use outside, expert review
urges the creation of “competition surrogates” forand had too small a pool of viable contenders. Experi-
publicly funded organizations to increase levels of efence strongly suggests that when large amounts of
fectiveness. Firstenberg (1996) writes that “introducimoney are at stake, the competition should draw on a
ing the realities of competition is the key to strength+egional or continent-wide pool of competitors rather
ening an organization.” The management literature alsthan a much smaller national pool.
points to the lack of competition as the primary expla-  Sub-regional and regional competitions make sense
nation for poor performance (Drucker et al. 1991)for small and medium-scale funding decisions (schol-
Theorists such as Ostrom and North also assign greatships, student work, sabbaticals, very small research
importance to competition and credible use of sancgrants, short-courses, conferences, etc.). Continent-
tions as key elements determining success or failun@ide or large regional competitions make sense where
for organizations. The most important way to createlonors agree that continent-wide or regional centers
competition surrogates is to make the funding decisionsf organizational excellence will need long-term sup-
substantially more competitive and to use highly speport. For example, it may not make sense to provide
cific performance standards as the basis for rewardeng-term loans and concessionary grants to every
ing organizations or sanctioning them. university in Africa. True enough, but which then? The
A simple way for donors to introduce a competi-only way to answer the question is to base the choice
tive element is to rely far more on structured competion competitions. At present, such decisions are often
tions to allocate soft loans and grants among countrideft to individual donor staff who lack the regional and
and organizations. Funding at the national level shouldontinent-wide experience to judge the relative strengths
be limited to very small grants and for capacity-build-and merits of particular organizations.
ing initiatives such as training, installing financialand  In the continent-and-regional model of funding
accounting systems, reforming organizations’ govereompetitions, most funding would go to the best or-
nance, and conducting audits, diagnosis, and regionghnizations. Thus, the Institut Senegalais de Recher-
niche assessments. che Agricule (ISRA) in Senegal would compete with
Competition would greatly improve the quality of the Institut d’Economie Rurale (IER) in Mali and their
the allocation decision and the resulting effectivenessounterparts throughout francophone West Africa.
usefulness and long-term impact of the money when @nly a few countries (perhaps Nigeria and South Af-
large loan or grant is intended to cover core operatingca) are big enough to offer sufficient internal com-
costs, when sustainable financing mechanisms sugtetition to lessen the need for regional activity.
as debt swaps or partial endowments are on the agenda,
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Two points should be made about this approach,
First, the competitive model need not apply to suc
funding as infrastructure loans by the World Bank for

QADOPT BETTER PRACTICE FOR
COMPETITIVE FUNDING

roads, hospitals, telecommunications, or for sociaMECHANISMS

welfare funding. However, when it comes to long-term
large-scale support to quasi-governmental or nongov-
ernmental knowledge organizations such as univers(:
ties and research institutions, non-competitive fundin
is hard to defend. Logistical objections to the concep
merely require creative thinking to introduce a regiona
or continent-wide element. For example, senior man®
agement could provide funds to continents or depart-
ments on the basis of the quality of the long-term stral-
tegic plans produced by the potential beneficiaries. Or
a public continent-wide or regional competition could
determine first-stage winners who are then eligible for
second-stage negotiations at the national level with
specific donor agencies.

Second, the fact that some organizations might not
win in competition need not be considered a bad out-
come. For example, imagine that the Kenyan research
institutes consistently beat the Zambian organizations
for large-scale funding because they are able to per-
form at higher levels of efficiency and productivity.
What this implies is that the Zambian institutes will have
to become smaller and rely more on their own govern-
ment for funding and should therefore scale themselves
appropriately. Perhaps they need to find another re-
search and extension niche in which they can beat
Kenya. They might also contract with the Kenyan in-
stitute to conduct some of their own research.

The competitive model forces all players, donors
and aid recipients, to think hard about priorities, orga-
nizational survival, quality, effectiveness, and regional
competitive advantage. It is important to realize that the
best reward for organizations seeking to be sustainable
is a partial, stabilizing endowment, but that such gen-
erosity should reward true competence, have public
support, and reflect a meaningful regional or continent-
wide competition. Basing an award on these factors
would avoid the current problem in which donors en-
dow organizations that merit generosity only in that
single donor’s view. Note also that full endowments
are a bad idea, because they insulate organizations too
much from their clients and the beneficial forces of3:
competition.
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Unfortunately, there is no database of best practice in
ompetitive funding, the creation of which has yet to

be undertaken (Indian Council of Agricultural Research

996; Hertford 1995; Martinez et al. 1995). Extensive

Fxperience with a range of funding mechanisms sug-
gests to this author a nine-point list of “better practice”

described below.

Divide funding budgets into three or four regional
or continent-wide “pools” for different types of
organizations. A typical pool would have catego-
ries for:

B partial endowments and debt-swap financing;

B |ong-term institutional-support grants for core
funding of reformed organizations that can
prove high-performance;

B scholarships and sabbaticals for senior re-
search staff;

B prize awards for organizational innovation,
quality awards, and use of best managerial
practices inside organizations;

B medium-size grants for short-term, team
projects that fit national and regional priorities
in which researchers have the support of their
home institutions; and

B major problem-solving initiatives for which
there exists widespread consensus that an extra
effort needs to be made.

Avoid thematic funding (a technique explicitly used

in the U.S. foundation world as a tool to force bene-
ficiary organizations to adopt the donor’s agenda)
and avoid an excessive number of funding win-
dows from multiple donors with elaborate grant-

tracking requirements (none of which are neces-
sary if an organization has one strategic plan,
one budget, and one accounting system and
is not carrying out donor-designed projects). Fund
organizations, not themes.

Base any decisions on funding over $500,000, even
if thematic in nature, on comprehensive, detailed,



long-term strategic plans for the entire work of an6.

organization over at least a five-year period. Send
thematic project proposals back to the organiza-
tion and ask it to produce long-term strategic and
financial plans.

Demand that requests for proposals (RFPs) indi-
cate what kind of partnerships among research
organizations and knowledge institutions will

receive favor in the competition (for example, ag-7.

ricultural research institutes that partner with uni-
versity departments and NGOs for a compre-

hensive system initiative could be notified that theyg

would score higher than those who bid indepen-
dently). The RFP should be thorough and detailed
for each funding category, listing all criteria and
weightings that will be used and must clearly de-
scribe who is eligible to compete as well as exactly
how the competition will be carried out.

Hold regional workshops in which potential can-
didates would learn more about the competition and
criteria for participation, and would receive some
guidance and training in the application process.

Screen out weaker, unprepared institutions that
have not gone past Step 4 of the Road to Sus-
tainability with strict eligibility criteria and high
performance standards. This screening will per-
mit the strong to compete among themselves and
allow them to get even stronger. Site visits to run-
ner-ups should provide additional information to
inform the juries.

Set aside national funds for diagnosis, turnaround
studies, change processes, comprehensive audits,
and the first few steps of the Road to Sustainability.

Make international, expert juries screen candidates
and base final decisions on blind proposals. To save
time, proposals should be available for study on

password protected Internet sites before juries
convene for deliberation. Juries should receive

small compensation and should be rotated and re-
constituted every few years to protect the integ-

rity of the process. Rotation is important so that

faddists and extremists do not dominate decision-
making. Juries should combine international exper-

tise not merely in the subject at hand but also in

organizational management.

Box 4. Do No Harm Guidelines for Funding

Don't:

fund project proposals

fund work on research themes and favorite prob-
lems based on short-term planning

fund organizations without high standards for ac-
counting and financial control systems

fund organizations with poor governance struc-
tures

work alone and poach the best staff for your own
organization

ignore rumors of misappropriations or make idle
threats of reform

forget to maintain the physical and human capi-
tal

force aid beneficiaries to open separate accounts
for your money and report to you separately
don't allow salaries to get distorted toward inter-
national scales

Do:
B fund a percentage contribution to high-quality

long-term strategic plans and budgets for the
whole organization

choose to fund key organizations capable of pro-
viding long-term solutions to the problem or theme
that interests you

fund organizations that can prove both financial
and governance accountability to a wide stake-
holder group

support audits, diagnosis, and regional niche as-
sessments prior to long-term commitments
work with other donors, sectors, and client groups
to define key institutions that merit long-term sup-
port and then support them for 5-20 years.

as a major stakeholder, put yourself or your rep-
resentatives on the governing board

develop credible threats for organizations that fail
to meet standards
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9. Stagger payments to competition winners overiable candidate to manage a larger organization else-
time and make them conditional on production ofwhere on the continent. To some extent such a labor
annual, independent, and clean audits as well amarket does exist, but the distortions are such that the
production of financial statements that comply withbest managers, researchers, and fund-raisers find they
Financial Accounting Standards Bureau (FASB).can do better by moving to the best organization, not
Grant or loan management can be done in units dfy giving up on the sector altogether and working for
existing multi-lateral or international agencies, butinternational donor agencies or NGOs. Time and time
the methodology of management and trackingagain, the author has found this to be a major problem
should not be biased by that agency’s own procein recruiting new leadership to organizations: the best
dures. candidates have already left for high-paying international

jobs and no longer want to work at the national level.

SUPPORT A CONTINENT-WIDE
LABOR MARKET FOR KNOWLEDGE
WORKERS

Labor markets for NRM and park managers, univer®
sity faculty, institute researchers, NGO technology-
transfer managers, and CEOs and senior financial of-
ficers of knowledge organizations are still national inm
character, except for a few well-defined linguistically
compatible sub-regions. Individual countries in Africa
still have very small markets for researchers and fac-
ulty. How, then, can the best-performing staff be re-
warded for their success? A successful manager of a
small research institute or park should be considered a
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Steps that can be taken are:

to ensure that recruitment of senior managers and
CEOs is undertaken on a continent-wide basis, not
a national one;

to support competitive, continent-wide awards for
accomplishment, including sabbaticals, research
exchanges and dissertation research;

to support installation of new communications in-
frastructure (wireless radio and satellite for email
and conferencing are increasingly inexpensive) to
allow knowledge workers to communicate with
each other, both throughout Africa and elsewhere.
This may seem like a minor improvement, but is
essential to keep knowledge staff competitive.
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6. Technical Assistance Products
for the Road to Sustainability

Organizational change and reform along the suggestdsi
Road to Sustainability will not be easy. Short-term techg
nical assistance, provided by persons outside the or-
ganization, can be of great help to local committee
sponsoring change and reform. Most of the people with
experience in reform, change management, total quaF—
ity management, downsizing, and re-engineering are
employed in the private sector. Providers of technica
assistance can be helpful in transferring specific knowl-
edge of methods for change management, and they
can, by virtue of their outsider status, provide an oby
jective assessment of organizations that insiders have
difficulty with before choosing a reform path. Outsid-
ers can also share knowledge of typical reform an
restructuring processes, avoidable pitfalls, and tips about
what worked elsewhere. u
Specifically, technical assistance can be useful for
B teaching methods of organizational and system di-
agnosis;
B implementing new systems and processes (lik@
FASB accounting standards);

B coaching CEOs, senior staff, and boards during a
reform process;
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providing methods for strategic planning;
analyzing work processes to permit restructuring
and streamlining;

performing cost-analysis and reduction;
conducting feasibility studies for new or modified
organizational niches and products;

creating incentive structures and performance re-
view systems for knowledge-workers who have
“low specificity” of outputs;

facilitating, as a neutral third-party, highly-charged
and sensitive debates and decisions by key stake-
holders;

evaluating CEO performance on behalf of boards;
assessing regional niches;

conducting feasibility studies of partial endow-
ments, debt swaps, business plans, and dedicated
taxes; and

facilitating deals for specific, sustainable-financ-
ing mechanisms.
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7. Questions for Further Exploration

A great deal more discussion, analysis, and consulta-
tion on sustainability for organizations with experienced

research managers may need to take place, especially

concerning the following questions:

How can government budgeting procedures be
reformed to stabilize organizations? At present, even
if an organization receives money from central
government, allocations are sporadic and uncer-
tain, which can force wasteful shut-downs of or-
ganizations that need longer-term stability.

How, at the national level, can donors create foll
rums and coalitions of the concerned parties who
want to help one or more organizations change and
become more sustainable?

What constitutes an ideal but realistic, next-gen-

eration science and technology policy statement
for African countries? How can the Road to Sus-#
tainability be integrated into such a policy?

What is the minimum set of enabling policies that
has to be implemented to prove commitment by
African government to a viable national, regional,®
and continent-wide R&D and technology-transfer
system?

Given decaying primary school, secondary school,
and university infrastructure in Africa and the de-
cline in scholarships for university and graduate
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research, how will the next generation of African
knowledge workers be trained? Should university
education be dismantled in several places, leaving
just a few regional or continent-wide centers of
excellence? Should Africa develop a two-tier uni-
versity system that would send top-performing
students abroad for university and graduate degrees
and while creating regional universities to handle
the remaining best students? How can R&D orga-
nizations participate in this debate?

How can loans, however soft, be justified for build-
ing and supporting research institutions, universi-
ties, and other public-organizations whose outputs
are random and unpredictable, frequently intangible
(food security or biodiversity) and whose effects
on the economy can only be estimated?

For which countries are donor funds crowding out
African government investment and citizen initia-
tive? Where this is a problem, what corrective
actions can be taken?

Given inevitable professional disagreement about
what constitutes a high standard of performance
for a publicly-supported organization, how can
useful standards be agreed upon that are not so low
as to serve no purpose?
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8. The Role of the
Sustainable Financing Initiative

At present, the Sustainable Financing Initiative (SFI)
promotes debate about the sustainability of organiza-
tions that now depend on foreign aid and disseminates
information about financial tools that can improve the
balance sheets of these organizations. Thus far these
goals have been accomplished in three ways: (1) spon-
sorship of practical publications and workshops on
organizational sustainability and diffusion of “how-to”
information about funding mechanisms such as check-
offs, debt swaps, and endowments; (2) distribution of
publications and conference proceedings through an
Internet listserve; and (3) provision of modest technig
cal assistance to organizations that have decided to take
positive action toward becoming sustainable.

As SFI expands, its stakeholders might consider

widening the goals to include adding the organizationaﬁ
sustainability problem to the policy and program agenda
of governments, donors, and research organizations.
Specifically, SFI might:

B Expand its current think-tank role with greater dif-

fusion of white papers about organizational change
and sustainability. These papers could clarify con-
cepts and ideas, using real examples and success
stories from around the world. Questions such
papers might ask include: What is a market-oriented
research organization? What is a logical way to
downsize? How can an R&D organization form an
effective partnership with a university? How should
research for small farmers be handled? How shoul®
a regional niche assessment be conducted? Who
lobbies for research and how? What are high-per-
forming research teams doing that others can
emulate? Models for this kind of white paper and
field debate ar®@RA Notesind theSustainability
Gatekeepepapers produced by the International
Institute for Environment and Development. An-
other good model is thRiscussion Paperseries
published by the ODI Networks in London.

Expand the SFI Internet site to include “real timel
chat events” with research managers and manage-
ment specialists on topics such as analysis of spe-
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cific reforms and stakeholder issues. These could
include on-line discussions and conferences with
donors and researchers. The site could also include
a simple best-practices database for research man-
agers and organizations, with topics ranging from
partnering, client-orientation, teamwork, and ap-
proaching a multinational corporation for a con-
tribution to motivational stories of successful re-
searchers. Examples from the corporate world
(especially large research laboratories) might be
included.

Support regional “future search” type conferences

on research, science, and technology transfer to
widen the debate on sustainability and improve

practice with new ideas.

Promote the adoption of high, continent-wide stan-
dards for organizational performance and effec-
tiveness through distribution of existing standards
and sponsorship of forums for review of best prac-
tice. SFI should African professional organizations
to help sponsor these forums.

Make funding available for technical assistance on
the national and regional level for audits, organiza-
tional diagnoses, regional niche assessments, stra-
tegic planning, feasibility studies for specific finan-
cial mechanisms, and legal advice on reforms of
the enabling environment.

Promote the establishment of continent-wide and
regional competitive funding mechanisms, the cre-
ation of organizational quality awards, and the
awarding of performance prizes for R&D manag-
ers and researchers. The funding mechanisms
would finance competitively-determined partial
endowments, long-term institutional support
grants, sabbaticals, post-doctoral fellowships, and
small grants to attend conferences and short-
courses.

Catalyze donor partnerships to test the Road to
Sustainability with one or more specific research
organizations and document the experience for use



elsewhere in areas where research is most likell
to succeed (such as where ecological conditions
are favorable, the economy is relatively open, the
government is supportive with enabling policies,

leadership and key stakeholders are pro-change,
and the organization employs many well-trained and
-educated staff) (]

Since these goals are not direct action goals on
sustainability but suggestions that aim to influence pre-
conceived ideas about change (remember this wasm
prerequisite to change, as North pointed out), they
cannot be measured by the same kind of milestones as
are used for the Road to Sustainability. Nonethelessg
there are indicators that can measure SFI's success,
such as:

B the number of SFl-related documents produced and
diffused to the appropriate audience; m

B the number of such documents available on Internet
site and the number of “hits” on the site, including
attendance of live events;
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the number of donor, government, and R&D meet-
ings and forums in which organizational sustaina-
bility is part of the agenda (either as presentations,
plenary debate, or break-out sessions) as well as
numbers of influential decision-makers attending
those meetings;

the number of competitive funding mechanisms
established with SFI backing, support, assistance,
or involvement;

the number of organizations that adopt the Road
to Sustainability or the distance they have traveled
on it;

the number of donor organizations that adopt the
“do no harm” code of conduct or similar codes
related to the incentive structure for organizations;
and

the number of concrete sustainability initiatives that
relied on SFI facilitation (financing, TA, participa-
tion in change committees and in the donor coali-
tions that support them).



9. Conclusion

This paper has proposed creating continent-wide pefermance, called the Road to Sustainability, which
formance standards for publicly-funded organizationsnanagers of organizations can use to make themselves
in Africa. A model of regional and continent-wide com- more competitive in a new funding environment of
petitive funding mechanisms is suggested, as is thgreater scrutiny, higher standards, and increased com-
concept that these competitions should reward orgapetition for scarce government tax revenue and for-
nizations that realize or surpass the standards. Succesn aid. Organizations that make progress along the
ful implementation of the model requires donor coop-Road will find it easier to obtain partial endowments,
eration to pool funds, African government support ofsustained government funding, deals with the private
changes in the legal and regulatory environment, ansector, contributions from corporate philanthropy of-
streamlining of similar or related organizations withinfices, dedicated taxes, cess funds, and start-up capital
regions. for commercial schemes.

For any given organization, the paper has also
provided a phased series of activities to improve per-
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Appendix 1

What Does a Good Financial System Look Like?

Good financial accountability implies strict procedures  Year-end statements should also be audited by an
for following an approved budget that is, in turn, linkedexternal auditing firm. Annual audits are common prac-
to a straightforward, common-sense chart of accountsice, and a good audit reviews the procedures for fi-
The chart of accounts is not simply borrowed fromnancial control and disbursement of funds. The report
an out-dated national chart used by the governmenis then reviewed by the board of directors, who usu-
Procedures should also exist for authorizing expensedly sponsor and recruit the auditors. Best practice in
and maintaining proof of expenditures. Expensive capiAfrica suggests that the firm that is hired to conduct
tal items are purchased through competitive bids anthe audit should be selected in a competitive bidding
comparison shopping. Accounts are computerizedprocess. Wherever possible, bids are preferred from
usually with fund accounting software tailored to non-firms based outside the country in which the organi-
profit organizations. Such software is expensive butation operates. This avoids conflicts of interest and
worth it. any suggestion of corruption or lax standards. Firms
With fund accounting software, senior managerghat conduct the audit should be more than familiar
can monitor monthly reports that show actual spendwith FASB standards, a counsel that, at present, rules
ing compared to authorized spending for each budgetut many local firms in the francophone countries,
line item. These and other statements are automaticaliyhich have no experience with these standards.
generated by the accounting software. Summary re- Financial accountability is vastly more cumber-
sults can then be reviewed at board meetings. At thesome and time-consuming than the preceding para-
end of each month, the financial officer reconciles in-graphs suggest, but it is a necessary first step toward
ternal accounts with the bank statements and reporssistainability. Equivocating on these issues looks ex-
on the findings; at the end of the year, comprehensivieemely suspicious to stakeholders. Of course, it may
financial statements must be presented in standardizéake months to develop detailed procedure manuals to
format and should conform to standards at least as higmplement an auditor’'s suggestions for better controls
as those of the Financial Accounting Standards Buand reporting. An organization is, after all, a system,
reau (FASB), a non-profit organization in the Unitedwhich means that changing procedures for buying
States. pencils and gasoline is likely to force change in other
These annual statements include a balance shekings, which can generate resistance from the staff.
of assets and liabilities, a statement of activities, a budzonflict is inevitable, and action-oriented staff mem-
get, and a cash flow projection. The board should bbers may be easily frustrated by the continual brakes
given a comprehensive, detailed, end-of-year budgehat accountants place on action. But this should be
versus actual statement, as well as summary analytio hindrance to an organization seeking to survive and
data with various ratios that are used to monitor thé&ecome sustainable. If all staff members understand
organization’s health and compare it to other organithe stakes that are involved, then conflict will be mini-
zations. mal as everyone rallies to the cause of improving their
organization and competing in a larger arena.
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Appendix 2
Which Financial Accounting Standards to Adopt?

Accounting standards need not be invented. There asdurce material for financial officers in Africa seeking
the standards issued by the International Associatioto improve procedures for financial accountability in

of Chartered Accountants and standards issued kieir organizations. Among these possibilities, FASB
various national accounting bodies in both Europe andtandards are at present the best available, even though
North America. In the United States, more and morevithin the U.S. there are very good arguments that even
non-profits accept those of the Financial Accounting=ASB standards are not tough enough. FASB itself notes
Standards Bureau (FASB). FASB is a private, non-govthat:

ernmental, independent foundation in the U.S. whose
trustees are elected by a consortium of professional ac-
counting organizations. The FASB has issued minimal

guidelines for non-profits. Donors have grown to see

non-compliance with these standards as an indicator
of mismanagement and cause for suspicion. Other
standards are also available. For example, the Office
of Management and Budget of the United States has
issued circulars describing acceptable financial prac-
tices at institutions that receive government funding.

These are also useful guidelines, if perhaps a bit too
detailed. The National Charities Information Bureau or

the Better Business Bureau, both in the U.S., have a
set of standards that include indicators of good gover-

Existing international accounting standards issued
by the International Accounting Standards Commit-
tee (IASC) differ from U.S. generally accepting ac-
counting principles (GAAP) issued by the Financial
Accounting Standards Board and others. In many
cases, international standards permit explicit choices
that are specifically prohibited under U.S. standards,
such as revaluation of assets, reversals of writedowns
for impairment losses, and capitalization of develop-
ment costs. International standards tend to be less
detailed that U.S. standards, providing less guidance
to auditors and preparers for developing consistent
financial results for similar transactions (FASB 1997.)

But even with some deficiencies, these standards

nance as well as accounting and financial control. Alfepresent substantial consensus among professional
these organizations have Internet sites. Although thaccountants.

standards are voluntary, they do provide excellent
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Appendix 3

Good Questions to ask During an Organizational Diagnosis

What does the organization think it is doing, why,®
and for whom? Does its make good sense to out-
siders? Is real value being generated and for
whom?

Using the classic public, private, toll, and common
good matrix, what products and elements of thdll
organization are susceptible to cost recovery (full
or partial) or to privatization? What kind of feasi-
bility and marketing studies need to be undertaken
to better inform such decisions? What might the
terms of reference look like for conducting suchg
studies?

What is the current funding environment like?
What behaviors are the foreign-aid donors and
national government rewarding or ignoring?

What problems appear in the balance sheet data and
budget processes of the organization? How did
those problems arise? What might be done to ad-
dress the problems realistically and turn around the
situation?

What is the organization’s history of results? For
example, if it is an agricultural research organiza™®
tion, what concrete technologies have they devel-
oped and can provide for farmers? What technolo-
gies have they produced in the past? To what extent
were the technologies adopted? (Note: it is the
author’s experience that this question is a lot easidll
to ask than to get concrete answers for.)

Who are the organization’s clients and what do the|
think of the organization? How well are the clients’
needs and wishes understood by the organization’s
staff?

How accountable is the organization to its custom#
ers and stakeholders? What changes might need
to be made to improve accountability?
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How might the organization cut costs? What ele-
ments might be merged? Downsized? Eliminated
altogether? Sold to the private sector? Sold back
and leased? What is the “right” size for the organi-
zation, given its budget resources?

What incentive systems exist to ensure sustained
levels of effort from secretaries to research staff
to senior management? How is performance and
customer orientation monitored, rewarded, and
sanctioned? What room for improvement exists?

How feasible is the organization’s niche and how
clearly is it defined? Who are the organization’s
competitors and natural allies? What kind of use-
ful partnerships does it have with other organiza-
tions that avoid duplication of effort? In the case
of aresearch organization, it is pertinent to look at
competition and functions that overlap with uni-

versity departments, research institutes in neigh-
boring countries, and the CG centers with activi-
ties in Africa, as well as at internal competition

among researchers.

To what extent can researchers and staff commu-
nicate with each other and with colleagues else-
where? How can they keep up with current ap-

plied science and new knowledge since completing
formal training?

Can this organization become sustainable? What
are its best options in that direction?

What constitutes a reasonable salary scale that
keeps staff loyal and working hard? Given current
revenue scenarios, how will this affect the pos-
sible size of the organization?

What would happen to this organization if its for-

eign-aid donors stopped giving and it had to rely
only on government funding?
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Appendix 4

A Checklist for Better Governance
of a Public-Interest Organization

B There must be a group of people, a board or counc

of some kind, that has ultimate oversight over the
organization. It recruits, hires, evaluates, and, if
necessary, fires the CEO. The rules for admittance
to the board or council must be clearly specifiedg
and allow some input by all major stakeholders. The
CEO should not recruit new members for the
board. The board must have freedom to determine
its own agenda for its meetings above and beyoni
whatever subjects must be treated according to by-
laws. It should be free to meet outside the pres-
ence of the CEO. The CEO should not be a mem-
ber of the board (contrary to practice in the private.
sector), but must be considered to be an employee
of the board. The board may need a functionind®
committee structure (such as committees for au-
dits and budgets, capital assets, human capital, so-
cial-support capital, and organizational-capital).

The legal and/or regulatory framework that deter™®
mines the nature of the organization’s constitution
must inspire external confidence that higher au-
thorities (a court, parliament, or regulatory agency)
will step in if the board of directors fails in its fi- &
duciary responsibilities. In case of dissolution of
the organization, the framework should allow for
transfer of assets to a similar organization. Cre-
ation of a positive legal and regulatory environment
requires government and donor input, as the
change-management team of an organization can-
not be expected to accomplish it alone.
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The board also sets policy. Public and non-profit
organizations are unwise to adopt a management
model that gives power to determine policy to the
CEO.

There must be sustained, meaningful, and docu-
mented interaction between the governing body and
the CEO at least twice if not three or four times a
year.

The information that the CEO must provide to the
board must be clear to the board and subject to
the discretion of the board, not the CEO.

The board should have the freedom to interact with
all members of the staff, with or without the CEO.

Board meetings must be face-to-face at least twice
a year. Conference calls, video meetings, or
Internet discussions do not count as official meet-
ings.

Board members should have access to checks and
bank accounts only in emergency situations that
are specified in a documented protocol known to
all.

Board members must understand the mission of
the organization, be prepared to attend meetings
and not conduct other business, and must listen,
engage in debate, and be firm with the CEO, but
still not impose their own idiosyncrasies. They
should be prepared to make tough decisions, and
participate fully in executing their fiduciary respon-
sibility for the organization’'s assets and well-be-
ing. If they are not so prepared, they should not
be board members.
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Appendix 5

Promoting Better Oversight Boards in Africa

Given their lack of experience with non-profit and
publicly-funded organizations, oversight boards in Af-
rica often have difficulty in exercising effective author-
ity over CEOs. And CEOs are often accustomed to
dealing only with a busy ministry that lets them run
things with an over-centralized, “command and con-
trol” management style. In such a situation, institutiong
builders need to find ways to work creatively with
oversight Boards to make them more effective. Some
ideas that appear in the literature on institution building
and change management are noted below.

Create a continent-wide central data bank on the
Internet with the resumes of potential board mem-
bers.

Consider merging the change-sponsoring commit-
tee into the new board.

Allow for some board slots to be recruited from a
pool of candidates from outside the country where
the organization is located. There is no reason why
a Zimbabwean could not serve on a Kenyan board,
or for that matter why donors should not reserve
the right to collectively appoint an experienced
board member from a northern country with
knowledge of procedures and standards used out-
side of Africa.

Set up a continent-wide organization that sets and
monitors standards and can provide certification
that procedures and reports meet international
norms. Such an organization can also providegg
board training and guidance during the formative
stages of the board’s development. An e-mail ser-
vice might prove useful for board members who
are perplexed by difficult management problems
in the organizations they oversee.

Provide free or low-cost consulting services di-

rectly to boards on a continent-wide basis, particu-
larly for board self-assessment and evaluation of
CEO performance. It might be useful to create a
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continent-wide service organization that combines
the activities and functions of organizations in the
U.S. such as the Foundation Center, the National
Center on Non-Profit Boards, the International

Center on Non-Profit Law, or the Support Cen-

ters of America.

In the U.S. and U.K. board members in non-prof-
its are not paid. In Africa, this custom may not al-
ways be appropriate. Of course, board members
should not be paid salaries or consulting fees, but
donors should consider making the honoraria sub-
stantial enough to generate greater board interest
in performing heavy governance duties. Board
members of large, complicated organizations must
spend a great deal of time solving extremely diffi-
cult problems in areas of governance, finance, and
management. The author’s view is that they should
be compensated for their time. One possibility is
that founders set a fixed honoraria, with limited
allowances at fixed intervals for inflation. Hono-
raria should encourage Board members to attend
meetings, pay attention, and spend extra time pre-
paring for meetings or solving problems in com-
mittees between regular meetings. Board members
should present receipts to obtain reimbursement
for phone calls, express mail, and faxes that they
have to contend with. On the other hand, hono-
raria should not be so high as to be considered the
major reason for serving on a Board.

Donors and donor consortia should strongly con-
sider reserving a place for themselves on the board
or accepting rules that allow donors to appoint one
or more board members. Traditional donor reti-
cence to “impose oneself” can easily be oversen-
sitive and inappropriate in the African setting where
donors bring valuable resources and experience to
the board. Being a strong donor is one way of being
a “good” donor.
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