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Preface

This paper, by Lynn Ellsworth (Abt Associates Inc. consultant), is the latest
product of a multi-year collaboration between the Office of Sustainable Development in
USAID’s Bureau for Africa (AFR/SD) and the Implementing Policy Change Project
(IPC). IPC islocated in the Global Bureau's Center for Democracy and Governance. This
collaboration, instigated and managed by AFR/SD’s Tony Pryor (now in PPC) and Tim
Resch, has focused on increasing understanding of the organizationa and management
dimensions of NRM policy reforms as one of the enabling conditions for improving NRM
in Africa.  This collaboration began in October 1991, under the leadership of Derick
Brinkerhoff, |PC research director, and has continued up to the present.

The first activity consisted of a document study of AFR NRM projects and a
literature review to identify and analyze organization and management issues in NRM
policy, and to develop a common framework for examining NRM policy implementation
(1992). The next phase pursued a number of field studies of NRM policy implementation
using the framework:

Forestry policy reform in Mali (1993).

Madagascar's Environmental Action Plan (1993).

The Gambia's Environmental Action Plan (1994).

Botswana's National Conservation Strategy (1994).

Zimbabwe's Forestry Commission and Department of Parks and Wildlife policy
implementation (1995).

Uganda’s National Environmental Action Plan (1997).

agrONE
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Following the completion of the Zimbabwe study, an analysis of the five case studies
conducted to date was undertaken and a synthesis report was produced (1996). The paper by
Lynn Ellsworth addresses an important topic in the NRM sector: how to create a sustainable core
of African institutions that can support ongoing work on environment and natural resources
policies and programs. Her analysis and recommendations have important implications for donors
and African NRM institutions alike.
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1. Introduction and Overview

This paper proposes three goals that donors, international non-governmental
organizations (NGOs), and African environmental managers can use when planning long-
term support to environment and natural resource management (ENRM) programs in
Africa. These are:

a) Reform of sectoral and governance policies that affect resource
management, green development issues and the health of ENRM organizations
in general.

b) Creation of sustainable funding organizations to benefit the ENRM
sector.

C) Support to long-term organizationa development and capacity
building within the ENRM sector.

This paper is closdly linked to an earlier document that describes a path of
organizationa reform for publicly supported agricultural research organizations in Africa
and recommended that donors structure funding to such organizations through
competitive block grant programs that operate on a regional and continent-wide basis
(Ellsworth, 1998). While the suggestions in that paper apply to the ENRM organizations
discussed in this paper, the strategic goals reviewed here emphasize setting up the
infrastructure for sustainability. The goals are derived from a discussion of the
organizational ecology of ENRM programs in Africa and a review of some cases of
successful sustainable finance initiatives. This paper is intended as a practical piece rather
than a comprehensive literature review on ENRM work, although it does build on earlier
work on this theme.

The paper is organized into four parts. The first part of the paper, “The Road So
Far,” briefly describes the various approaches to ENRM in Africa, the institutiona and
organizationa landscape of ENRM work, and reviews concepts of sustainability that have
dominated earlier discussion on how to best use foreign aid funds.

The review of concepts and history brings the reader to the second part of the
paper, “The Current Crossroads,” which describes some of the problems that practitioners
and advocates of ENRM programs in Africa cited in recent evaluations and self-critical
reflection. Given the degree of self-criticism in the literature, that section turnsto a survey
of useful examples of sustainable financing initiatives and sustainable organizations, sifting
those cases for clues as to what works and what does not in order to derive the goals
suggested above.

The background of Part 1 and the review of cases in Part 2 sets the stage for the
third section of the paper, “The Road Ahead,” which discusses three goals that might

! Thisisavariant of the three-pronged framework suggested by Louise White et al. (1987).



frame future ENRM work. The goals are useful for donors and activists who recognize
that they may have to hand off much of the ENRM field work to another generation of
local managers and who at the same time seek to be more effective in the long-term with
respect to their conservation and development aims.

The fourth part of the paper addresses the design of sustainable funding
organizations, a subject related to goal two above. Particular attention is given to the
“how-to-do-it” issues behind setting up sustainable funding organizations. Thisis because
the other goals of policy reform and capacity-building are aready better known to readers,
thanks to an adequate and well-developed literature in those fields of work. It isaso the
case that sustainable funding organizations are re-emerging as one of the more successful
practices in foreign aid, so the current design issues pertinent to them merit the extra
attention and pages. This part of the paper concludes with a short overview of sources of
creative financing that sectoral entrepreneurs can use to capitalize or improve the financial
balance sheet for particular sustainable funding organizations that support the ENRM
sector.

1.2 Distinctions and Definitions

1.2.1 The Distinction between Creative Financing and Sustainable Finance

Creative financing and sustainable finance are not the same thing. Sustainable
financing is the more general term and is used here to talk about setting up a sustainable
income stream to a sector or specific organization. Creative financing is a subset of
sustainable finance. It is concerned with innovative fund-raising such as debt swaps,
bioprospecting contracts, debt-for-nature or carbon sequestration deals. The larger issues
about what to do with money creatively raised and how to keep it flowing once you've
raised it fall more under the general heading of sustainable finance.

1.2.2. Concepts of Sustainability asthey Relate to ENRM work

Discussion about the idea of sustainability in economic development reflects two
converging lines of thought. The first line of thought asked how to reconcile economic
development with ecological sustainability and gave rise to the fusion term “sustainable
development”. Everybody has had his or her own ideas about what this term might mean.
Most development agencies settled on an official definition that reflected their culture and
political redlities. USAID, for example, defines sustainable development as “ characterized
by economic and socia growth that does not exhaust the resources of the host country,
that respects and safeguards the economy, culture, and natural environment, that creates
many incomes and chains of enterprises, that is nurtured by an enabling policy
environment, and that builds indigenous ingtitutions that involve and empower the
citizenry.” USAID goes on to say that development is sustainable “when it enhances the
capacity of a society to improve its quality of life. Sustainable development enlarges the
range of freedom and opportunity, not only day-to-day but generation to generation.” This



definition combines USAID’s concerns of good governance and private sector
development with a healthy respect for ways to green an economy.?

A second more financia and ingtitutional school of thought on the subject is
reflected in the many donor-sponsored reviews and evaluations of traditional foreign-aid
projects.® This body of literature points out that most foreign-aid projects were simply not
sustainable from either a financia or organizational point of view. Recommendations
about how to fix things centered on engaging in donor dialogue to make African
governments foot more of the project bill in the first place, inciting private sector
development and training more professionals in developing countries to manage foreign
aid projects. Some observers point out that building viable local organizations to do
things ought to matter a lot more when planning a project. Others called on donors to pay
greater attention to policy reform in developing countries since the lega and policy
environment was seen as a maor influence on project success. While much of this
financial and institutional critique of projects has been accepted in the foreign ad
community on a conceptual level, little has changed on the ground. Projects remain the
most common vehicle for delivering foreign aid and most projects still don’t leave behind
much that is sustainable. When the donor leaves or changes priorities, the initiative falls
apart. This paper points out that ENRM projects are often not much different in this
regard.

Much of the financial and institutional discussion about project sustainability got
submerged when the idea of “benefit sustainability” took root in the foreign ad
community.* The core idea is that donors should design their projects so that the benefits
they were promoting would not cease once the donor moved on to other fields of work.
When the idea was first floated, there was a lot of argument about how to define the
concept. Some thought of benefit sustainability as “an on-going dynamic process of
continuing the valued outputs and outcomes of development activities...Sustainable
benefit is also a process, an end result, and a state of being. It is an outcome of a process
which compounds a number of factors into a whole, and is a systemization of a complex
reality defined by a project and the functioning of a community” (Diwan, 1994: 6). The
benefit sustainability notion sought to counteract the tendency of some projects to focus
on assuring organizational viability without paying sufficient attention to what the
organization produces. While this may have been a necessary corrective, it is important
not to discount the importance of creating and sustaining viable public and third sector
organizations in developing countries. People create and use organizations to generate the
development benefits we seek; organizational performance has quite a bit to do with what
benefits get made and how.

This paper takes the view that financial and organizational sustainability matters as
much as ecological sustainability, that in fact no single type of sustainability can be

% These quotes are from the USAID “ Strategies 94" document cited in Diwan (1994).

% See Gow (1988); Goldsmith (1988); Korhner and Ingle (1994); Waithaka and Glaeser (1991);
White et al. (1987); Fort and Epstein (1991).

* See Russell (1995) for asummary of sustainability theory and practice.



accomplished without succeeding with the others. This means that ENRM activists must
think strategically to work on all three elements of sustainability at the same time. This
also requires them to pay attention to policy reform in the whole ENRM sector rather than
just keeping their eyes only on the immediate prize of sustaining a particular natural
resource. This argument is developed below by analyzing the organizational ecology of
ENRM programsin Africa

2. TheRoad Thus Far

2.1 The Institutional and Organizational Landscape of ENRM work in Africa

ENRM programs in Africatend to be funded by foreign aid donors and are of four
types, none of which are mutually exclusive and thus may operate jointly: nationa
planning programs, protected area programs, community-based natural resource
management programs (CBNRM), and traditional sectoral projects related to a resource
like water or soil.”

Donor support to national planning has tended to concentrate on funding a process
by which national environmenta action plans are produced. This usualy involves severa
years of workshops, training, expert consultations and assessments of a country’s
resources. It may require the creation of environmental councils, inter-governmental
planning groups, or even the creation of a brand new environmental ministry. The
planning work aso involves a lot of inevitably difficult discussions over organizational
mandates and priorities insde government, not all of which get resolved during the period
of planning.?

Protected area programs are much more action-oriented and have a tendency to
fall under the heading of “biodiversity” or integrated conservation and development
projects (ICDPs). These projects originated in the need to rescue critically threatened
natural resources. This type of work takes a gazetted park, forest, or coral reef, wraps a
buffer zone around it or attaches a wildlife corridor to it. That package becomes the core
unit of intervention and analysis.” The goa is usualy to better manage the protected
area(s), document and monitor biological diversity, restore habitat of a critical species, and
beef up the skills and capacity of the management entity charged with the protected area.
The government department involved might be a National Parks-type organization, a

® This categorization emerges from analysis of USAID Bureau for Africa “Results, Review, and
Resources Requests’ (R4s) from 1998-2000, USAID’ s budget presentation to Congress, and many
of the USAID Africa Mission's websites.

® Dorm-Adzobu (1995) provides an overview of the NEAP development process, see aso the
implementation analysis in Brinkerhoff with Honadle (1996).

" An overview of the issues can be found, for example, in Brandon et al. (1998) or Presber-James
(1997).



ministry of one of the natural resources involved, or one of its assorted regional and
digtrict offices. The approach is management intensive and requires strong local
organizations. But in many countries in Africa, the donors and international NGOs
involved jumped into ICDPs without realizing just how weak the local organizations
charged with protected areas redly were. To mitigate problems, many protected area
project contracts were often given to international NGOs for their implementation. In
some cases the donors also paid for a program to help make the local protected area
management entity more effective.

The third type of ENRM program falls under the community-based natura
resource management heading, popularly known as CBNRM. CBNRM work usualy
involves getting communities organized to better manage their local resources, eg.,
wildlife, forests, trees, water, gravel, or thatching grass. The idea is that if communities
living in and around a resource can better exploit and take advantage of the benefits the
resource can generate, then they will have area incentive to husband the resource rather
than abuse it. While the conceptua basis for this work is remarkably deep and insightful,
success on the ground is limited by the strict institutional and demographic conditions
necessary for CBNRM to succeed. CBNRM programs involve international or local
technical assistance teams coming in under the flag of a donor, parks service, or an NGO
to organize committees, user groups, community councils, or green enterprises. The
strategy for financia sustainability in CBNRM isto have the local entity leverage access to
the revenues that the resource is capable of producing.®

The last type of program is the traditional sectoral program that is given a green
flavor. The organization involved is typically a ministry or institute charged with water,
forests, rangelands, soil, and agriculture. Agroforestry, social forestry, tree-cropping,
low-external input cropping systems, low-tillage practices, integrated pest management
and a host of other technologies and approaches testify to the greening of these sectoral
worlds. These programs have been the poor step-children to the more glamorous
biodiversity rescue operations, although many environmentalists are at last starting to see
the connections between the need to develop sustainable cropping systems and the
problems of protected area management.

In al of these programs, three reorientations have emerged in the past few years
after a period of full-tilt action. First, many donors now realize the need to act on the
policy and legal enabling environment that affects the management of natura resources.
Thus there are good examples now of revised codes for the management of specific
resources throughout Africa (Niger, Zambia, etc). Second, there has been a push to
develop green businesses more or less linked to the sustainable use concept (although

® See Chrigtoffersen et al. (1996) for a statement of the general “ideology” of CBNRM in Southern
Africa. Freese (1998) offers a comprehensive overview of the sustainable and consumptive use
issues that have divided conservationists particularly when it comes to hunting as an element of
CBNRM. Murphree (1997) is the leading theorist in the field, who pointed out the conditions
necessary for CBNRM to work. Hermans and Otto (1999) provide a supporting review of
CBNRM related to forestry.



predictably those businesses founded by entrepreneurs with private sector money have
been more successful than those built on a communa approach). Third, many donors
attempted to create resource management organizations that are “public-private
partnerships’ in character, meaning that the government may only have a minority role on
the governing Board. A strategic goal in these partnerships is often to dilute the role of
government in order to gain management efficiency.

All this ENRM work has also given rise to a landscape of organizations in the
sector. These are:

= Environmental ministries and ministries of natural resources, forests, or water;

= Environmental regulatory boards, agencies, or inter-ministerial planning
groups,

= Resource-specific departments such as those of wildlife, irrigation, veterinary
and livestock services, agriculture, etc;

= Regional and district branches of the above governmental offices;

= Quasi-governmenta institutes and universities where the local pool of scientific
talent tends to reside (if not already employed by an internationa NGO or
donor);

= National Park Services;

= Capita city-based NGOs working in fields related to the environment,
sometimes under contract from a donor or international group;

= Community-based organizations and field-based NGOs, most of which are
project creations or the pet project of an educated “ son of the region”

= A vast network of informal African associations and clubs formed by people
living on or around the resource;

= |nternational NGOs, usually of a conservation or technical assistant bent

= |nternational donor agencies that provide project assistance and financia
support to the above-described list of players.

In all of these, a number of key individuals have emerged over time in a country
and these people tend to have a great deal of influence in the sector. Typically, they
include:

= The three or four representatives of the biggest donor agencies supporting
ENRM;

= The chief executive of the parks service;

= The minister of whichever of the ministries is most at the center of current
ENRM work;

= The charismatic community-based organization (CBO) leader (often being
pushed prematurely to the forefront as an activist or example of success by
his/her backers);

= The expatriate team that is furnishing technical assistance to one of the big
projects,



= The charismatic foreign researcher(s) of the even more charismatic mega
faung;

= The head of the newly created local NGO in the capital city that provides the
local backing to the international project(s) and who is a major gatekeeper for
jobs into the sector for local young professiondls,

= The wedthy chief executive officers (CEOs) of the more successful
ecotourism/game hunting/timber/mineral enterprises,

= Theleading authority or academic at the local university or institute;

This group may not know each other that well or interact that often, but they
constitute the key actors around whom new ideas get the nod of approval, shiftsin project
direction occur, or new projects built. Around them al is a heady swirl of consultants,
technical assistance teams, visiting headquarters personnel of the international NGOs,
emerging loca activists, entrepreneurs, and young local professional laboring in middle
and lower management of the donor-funded projects. Everyone seeks to make his or her
mark, be heard with anew idea, or attract funding.

The funding game sets the ground rules for all of these players. The controlling
force is the donor-funded project, typically of two-five yearsin duration, and related to the
donor’ s strategic objectives for the use of its foreign aid funds. The ENRM project may or
may not be set up within a local organization, be it a ministry, institute, or NGO. Often
the project has so many components and has the participation of so many donors that a
multi-donor secretariat may be set up and then each donor may run their own component
with more or less autonomy. But regardless of donor, sector, or objective, these large
ENRM projects tend to create a remarkably similar organizational presence in a country.
This is because they almost always pay for some combination of infrastructure, salaries of
local professionals who work in the project, a bit of training, lots of workshops, some
grant-making, the establishment of new divisions inside old organizations, planning work
and a few research studies. The technical assistance is usually expatriate (although often
working with local consultants) and is brought in to do assessments, training, evaluations,
strategic plans and the various bits of the usua trouble-shooting that typically occursin a
project cycle.

2.2 Toward an “ Organizational Ecology” of the ENRM Sector

The description above can make it seem as if the ENRM sector is a hodge-podge
of barely related groups. But viewing the action through the metaphor of an
“organizational ecology” helps to see how the sustainability issue is felt on the ground.

How might such a metaphor work? We could imagine it thus. At the innermost
circle we find the resource (soil, water, trees, animals, biodiversity, etc) all under threat.
Around it we find people whose daily lives and decisions both localy, regionaly and
nationally affect the resource for better or worse. Among them we have a few people
concerned about the long-term sustainability of the resource and others who may have



professiona competence about the resource’'s management. This particular group of
individuals amost aways ends up working inside organizations rather than working as
individual entrepreneurs. The organizations they work in can be seen as organisms’ that
combine people, ideas, and money to create plans, visons, more ideas, and activities -- dl
of which are intended to affect the underlying resource. The organizations compete with
other organizations for people and money. They compete using plans and proposals to
attract more money. The organizations and their staff all breathe in an “atmosphere” filled
with national policies, governance systems and rules of the game for persona and
organizationa performance. This policy “air” affects every organization’s performance. It
influences which organizations have the most access to the resource and which have actual
control over the resource. Thus, it affects the resource itself.

Organizations adso have niches and life-cycles. Some manage to become big
powerful monopolies, others remain tiny. Some last generations, some die young. The
organizations also compete and cooperate at different times. Sometimes they devour each
other and often they hatch new organizations. Management technologies, information,
human energy and creativity are the tools with which the organizations compete and
cooperate in the delivery of their products or outputs.

But organizations live on money and people. These are their fundamental
resources. Too much money and too big a staff can weaken them by making them fat and
lazy and given to waste and corruption. Too little money and too few staff can limit the
organization’s scope of action, make it feeble and desperate, and unable to think straight,
let done plan for the future.

The money that is given to ENRM organizations is most often conveyed through
the donor-constructed pipeline of projects. Of course, public sector organizations can aso
appedl to the central government for funds. In Africa they sometimes succeed, but public
budgetary resources are never enough. A few of the more successful organizations also
generate thelr own money through gate fees or tourist enterprises. But most are heavily
dependent on infusions of money from foreign aid donors.

Foreign aid donors tend to live outside the system, but affect it dramatically in
terms of the size and number of project pipelines they set up to feed the local and
international organizations in place. Donors also create new organizations and can
determine which sectors will benefit from the pipeline. They can set up the rules of the
game for turning on and off the tap of money flowing into the pipeline.

It is important to note that the project character of the donor-constructed pipeline
tends also to fix certain parameters of the system. Projects/pipelines are nearly always of

® Hannan and Carrol (1992) have written a useful introduction to the concept of organizational
ecology.



fixed duration, typicaly two-three years, at best five.!® The project objectives are often
loaded with stiff indicators designed to appeal to the donor’ s constituency at headquarters
rather than the participating local and international organizations on the ground. Projects
also load alot of money into the pipeline that must be drawn down quickly. This creates
immense problems of waste and opportunities for fraud and rent-seeking and has led to a
situation where many donors prefer to transit their money through the big, well-known
international NGOs.

The dependency on donor projects and the use of big outside NGOs have the
effect of robbing local organizations and professionals of strategic initiative, since most of
the field experience and planning expertise accrues over time to the donors and staff of the
more favored international organizations. Of course, thisis not always negative in agiven
situation, but it tends to inhibit the development of strong local leaders and organizations.
It creates a Situation where too many local professionals seek to exit the local scene for
better employment opportunities in international organizations.

The project pipeline aso creates a boom and bust economy due to the shifting of
donor priorities. For example, for five years the CBNRM organizations might be the
favored group, then when the pipeline gets diverted for some reason to supply another
sector, the nascent CBNRM organizations die off.

The sustainability issue now becomes clear. Can this particular ecosystem of
organizations, policies, and the project pipeines-- al of which try to affect the underlying
natural resource-- last not just ten or twenty years, but for generations? Is it having an
optimal effect on the underlying natural resource and if it is, can it continue to do so
indefinitely? Many would reply that while this project ecosystem may not be sustainable,
the concern ssimply doesn’t matter. They point out that in the developing world, the old-
fashioned project pipeline is the reigning paradigm of development, the world as we know
it, it is how things happen, so whether or not it is all sustainable is just irrelevant since it
can't be changed. However, these views are increasingly tough to maintain, and to their
credit there are many signs of unease among practitioners. Many think now that the world
as we know it and the way we do business may be worth tinkering with in order to leave
behind a sustainable legacy with foreign aid money. The next section describes some of
this unease and the signs of change.

3. The Current Crossroads

After several decades of work in ENRM and millions spent on ENRM projects in
Africa, much has been learned about environmental planning, protected area management,

1 World Bank staff report a positive initiative inside the bank to consider much longer project
planning cycles- as long as 10-15 years. Agnes Kiss notes that some “adaptive program lending”
loans have recently been approved with such long time frames.



and CBNRM. There have been many gains. Some countries have improved ther
legidative frameworks for certain resources, and some parks and species have been pulled
away from the brink. ENRM is an accepted part of development work, has generous
funding, and much effort is going into greening the work of other development sectors.™
Nonetheless, evaluations and analytic work by insiders has surfaced a number of concerns
and problems. One observer, who otherwise has many positive things to say about ENRM
work, ruefully notes that “despite substantial levels of effort and funding over a number of
years, our collective efforts as conservation practitioners and as donors have not
succeeded in hating or even dowing the rate of biodiversity loss in SSA [sub-Saharan
Africa] or worldwide; in fact, the available evidence indicates that the rate of loss is
continuing to accelerate” (Kiss, 1999). While some may disagree with the severity of the
statement, it should at least allow us to ask what are the problems that prevent us from
doing better? Multiple answers are typically given.*? Some are listed below.

= Organizations charged with protected area management are often weak, mismanaged,
ill-designed, or not structured to be financially sustainable despite progress here and
there in diversifying the balance sheets of particular organizations through creative
financing and linkages to the private sector.

= Political chaos, violence, corruption, and population growth undermine the gains made
thus far,™ asillustrated by the recent violence in Bwindi National Park in Uganda.

= The loca NGOs are weak, inexperienced, and much of the wisdom and expertise of
learning by doing is accruing not to Africans but to the staff of international
organizations.

= Many of the conservation programs are resulting in organizations that are becoming
“mega-organizations’ who are trying to be al things to al people especialy when it
comes to the range of activities that fall under the heading of protected area
management.

1 Sheehan (1998) gives an interesting overview of NGO-led greening of foreign aid that helped
create these gains; his libertarian ideological perspective, however, leads him to conclude that these
gains need to be reversed rather than encouraged.

12 Kiss (1999) provides a comprehensive, critical view. See also the CBNRM evaluations such as
those by Agricultural Development Consultants (1998). Chinkhuntah et al.’s (1998) evaluation of
Malawi’s ENRM work by USAID is agood source awell. It emphasizes the need for institutional
and organizational strengthening of local partners in ENRM work.  Ashley and Roe (1997)
present an overview of problems with community tourism, and the results of the World Bank
CBNRM conference (World Bank, 1998), reviewed also by Byers (1998), tell a long story of
mixed results, frustration, and occasional successes. Ritchie et al. (1998) provide insightful
commentary on the lack of loca buy-in to the conservation agenda.

13 Kate Newman at WWF provided much insight into this issue and the need to plan around
ecosystems. Clay et a. (1996) also point out some of the underlying demographic trends and root
causes that give rise to so much concern.
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= Too many ecotourism and conservation enterprises are being attempted out of
enthusiasm rather than out of an underlying private sector entrepreneurial initiative.
They are too frequently set up in areas with weak markets and make little financial or
economic sense, thus requiring more subsidies than seem justifiable.**

= Neither the northern conservation agenda nor a loca green development vision has
been accepted locally. Too much of the ENRM work is supply-driven by international
donors and NGOs.

=  The enabling environment is not yet in place. Most countries still lack a coherent set
of good policies, fair rules of the game, useful incentives for performance, and sound
governance and lega systems concerning ENRM.

= The economic benefits of existing tourism and other resource-driven businesses are
poorly distributed and are not systematically providing incentives for local people to
change their behavior towards the resource towards sustainable use and conservation.

= Some of the root causes of certain problems have no immediate or generally agreed
upon solution. These are population growth, unsustainable cropping systems, weak
economic growth, absence of good governance, and excessive corruption.

= The enthusasm given over to CBNRM and ecotourism may have been unjustified
given just how difficult it is to succeed with such projects.

These are daunting list of problems that suggest it may be time to try new ways of
doing business to improve the likelihood of success™. This does not mean “reinventing
foreign aid” but doing more of what does work, less of what doesn’t and remaining open
to innovation, new ideas, and change instead of perpetuating “business as usua.”

Despite such alist of problems, there is much ENRM work on organizational and
financia sustainability that has been done that is innovative and has wider applicability.
The next section examines some cases that suggest a path for future work.

“ The Biodiversity Support Project has been working on this for years, and staff lament the slow
progress in attaining profitability. They point out the need for ongoing subsidies to these local
enterprises. See the Biodiversity Support Program’s Annual Reports for 1995, 1996, and 1997.

> An example of new ways of doing business was provided by Agnes Kiss at the World Bank in
her Strategic Framework paper (Kiss, 1999). If a community group wishes to develop an
ecotourist enterprise, the old project way of doing business might be to build them the facilities and
buy them equipment, where a new non-project approach might be to help them establish a solid
client base so that they are sustainable.
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3.1 Cases of Organizational Sustainability

This section presents five cases of organizations that have pursued strategies and
undertaken actions that hold a strong promise for financial sustainability. These success
stories contribute to developing the Green Road to Sustainability.

3.1.1. TheGhanaHeritage Conservation Trust

The Heritage Trust is an example of how atraditiona project was transformed into
an initiative to create a sustainable organization. ** The Trust is a NGO created in 1996
with a 17-member board from both public and private sectors. The board has severa
non-Ghanaian Board members with international reputations who are active in
philanthropy, park management, and historic preservation. The Trust's mission is “the
conservation, protection, and maintenance of Kakum Conservation Area, Cape Coast and
Elmira Castles and Fort St. Ago and their environs, as well as the economic growth and
well being of the communities around them. The long-term mission is to extend
conservation activities to other parts of Ghana after establishing sustainable programs in
the initial areas” (USAID/Ghana, 1997). The Trust, with its endowment and enterprise
income, supplements government park expenditures for Kakum Conservation Area and
serves as a lever to attract additional contributions for conservation. It survives thanks to
a $2 million endowment from USAID, who also provided start-up funding for the Trust’s
operating costs. This funding was provided subject to the establishment of good
management practices, which included such features as financial accounting systems,
annual audits, a coherent strategic plan, registration in the US as a public charity, and off-
shore investment of the endowment.

The origin of the Heritage Trust was a proposal by a Ghanaian local government
official from Central District to restore a series of castles built in 1482 and 1655 and use
them as a basis for tourist development of the region. Because of the existence of a
substantial remnant of tropical rainforest in the region, project supporters quickly
expanded the idea to include a protected area program and an ecotourist concept. USAID
invited several international organizations to help. Conservation International worked with
Ghanaians on the conservation, research, and tourist program; all of it related to getting
Kakum forest named a national park. The United States Committee of the International
Council on Monuments and Sites (USICCMS) and the U.S. Smithsonian Museum also
assisted in the restoration of the castles and development of interpretive centers for
tourists. The goa was to promote green economic growth through the use of a
multiplicity of conservation enterprises.

The showpiece enterprise that enjoyed the most success was the creation of a
canopy wakway (Africa s first) some 1000 feet in length. The walkway proved a hit with

1 Mari Omland of Conservation International provided much commentary and documentation on
this example. For more information see Conservation International (1998), USAID/Ghana (1997),
and Flynn (1999).
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tourists, some three-quarters of whom were Ghanaian. Annual walkway fees have grown
with time and have recently passed the $100,000 mark, enough to maintain the walkway
and contribute to the general costs of maintaining the park’s infrastructure. The region’s
tourist industry has also grown considerably and profited from solid private sector
investment in hotels around the park and castles. The Trust is charged with the walkway’s
maintenance and also oversees use of any profits from the walkway and the other small
enterprises under its care, such as the curio shops at the castles. To the disappointment of
park advocates, the annual revenues from entrance fees to the new park still go to the
government of Ghana and then to the national parks service, not to the Trust.

The task of creating a new institution from scratch out of a project and organizing
the transition from the original leadership to alocal group was time-consuming and is still
underway. To the organizers credit, they designated an official transition period to allow
former managers the time to transfer institutional memory and experience to the new
leadership group of Ghanaians. It dso alows time for staff and Board training as well as
breathing space to develop business and management plans for the various trust assets and
small enterprises. Trust supporters report that many tasks still remain to be planned, from
expanding the community work sponsored by the Trust around the park to building a
monitoring and research system for the park’s biological resources. At the same time, the
Trust must establish working relationships with government agencies, private companies,
and other NGOs both national and local. But these tasks are the usual business of running
an organization and appear to progress normally for a new organization.

3.1.2. The Mgahinga-Bwindi Impenetrable Forest Conservation Trust

The “Bwindi Trust” was set up in 1995 as a sustainable funding organization for
small community projects, supplemental park management activities, and research in and
around the Mgahinga and Bwindi Forests Forest in Uganda. **  These forests are habitat
for a significant population of the remaining mountain gorillas. The trust’s mission is “to
provide long-term, reliable support for projects promoting research or conservation of
biological diversity and sustainable use of the natural resources in the Mgahinga Gorilla
National Park and the Bwindi Impenetrable National Park and, incidental to these
purposes, the promotion of the welfare of the residents of the surrounding areas’
(Mgahinga-Bwindi Impenetrable Forest Conservation Trust, 1994).

USAID and the Dutch Government paid for nearly five years worth of start-up
operating costs of the Bwindi Trust. This alowed the Global Environmental Facility
(GEF) contribution of $4 million for an endowment to grow untouched to its present
value of close to $6 million. The Bwindi Trust is now structured as an independent NGO
with a Board that draws representatives from the local community, national and

Y Thanks to Ray Victurine for information on this case. See as well Tabor (1992), Luisigi and
Norris's 1998 evauation, the Mgahinga and Bwindi Trust Deed, and the Muhereza et a. 1998
evaluation sponsored by USAID.
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international NGOs, the relevant government departments including the Uganda Wildlife
Service, and from the community of foreign aid donors resident in Uganda. A local
community steering committee makes small grants under $1000, mostly to socia welfare
projects, while the trust board approves larger grants for similar purposes. Evaluations
suggest that the board has not yet performed as well as hoped, but no serious problems
are yet signaed by this. Attendance of the government representatives at Board meetings
is reportedly sporadic, and is a contributing factor to Board inactivity in general.

Although Bwindi is a small trust working in alow-key way in a defined ares, it has
already undergone three high profile evaluations. Its activities, operations, and even
existence have been subjected to intense international scrutiny. The evaluations concur
that the organization is useful, sustainable, and learning how to make grants and think
strategically. Concerns have been raised that the trust may be too small and understaffed
relative to the needs in the area, and that it was created without reference to a more
comprehensive strategic framework for how to support the ENRM sector in Uganda.'®
An example of how a strategic framework might have helped is that the trust has to
compete to attract donors with other foundations that support gorilla habitat elsewhere in
theworld. Sadly, it was not set up to benefit from any of the $600,000 per year revenue
that comes in to the national parks service for gorilla trekking for tourists. On the other
hand, a reply to these criticisms would suggest that a little competition among
organizations --gorilla supporting or not-- is good for them al, and that the basis has been
established so that the Trust can improve on alocal timetable of change.

The Bwindi Trust also illustrates one of the issues that arise again and again in
grant-making in Africa. Its first cycle of grants was made to socialy-oriented village
infrastructure projects such as schools and clinics. The evaluations of the trust mention
repeatedly that these projects do not have a clear environmental character. This has
happened everywhere in Africa and frustrates many a thematically driven grant-maker who
is disappointed to learn that the villagers at first glance don’'t want the “right kind” of
projects, that is, those the donor wants to give.

What seems to be going on is that the environmentalists are slowly learning the
same lesson donors in other sectors have learned before them: work in African villages is
dow, time-consuming, and incremental. It requires negotiation of goals among many local
partiesin villages who do not necessarily see all priorities in the same way as the donor, no
matter how good and righteous the donor’'s cause. For example, just because the local
Peace Corps volunteer wants to do butterfly farming and bee-keeping —commonly
proposed activities for protected area buffer zones-- this doesn’t mean that anybody in the
village concerned necessarily wants to raise butterflies. Thisis not to say that the butterfly
project is misguided, but it does mean that preconceived notions of appropriate economic
activities are unlikely to accord with people's rea-life priorities. It is dso useful to

'8 This problem of developing a strategic framework for a sector is hardly one unique to Uganda.
Swartzendruber et a. (1998) provide a survey of practitioner opinion on conservation priorities in
Southern Africa and they point out the difficulty of coming to a consensus on a common strategy
even among like-minded people!
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remember that village projects reflect specific constituencies within a village who are not
necessarily on the same wavelength with the donor or grant-maker, or even the rest of the
village.

Nonetheless, the Bwindi Trust aso illustrates the usefulness and pertinence of
relatively modest, partial endowments in small countries with relatively weak economies.
As this case and the Ghana case show, a small endowment can be combined with
operating funds to let the capital grow and buy time for afund-raising strategy to get other
donorsinvolved.

3.1.3. West Africa Rural Foundation

The West Africa Rural Foundation (WARF) is an example of a sustainable funding
organization that finances CBNRM as well as other activities in rura areas of Senegal,
Guinea, Guinea-Bissau, Mali, and the Gambia. *° It was one of the first organizations in
Africa that explicitly modeled itself on the grant-making foundations found in the US,
although its Board of Directors is entirely African and no provisons are made for
representation from the government or international community. WARF was founded
nine years ago, at the initiative of Canada’s International Development Research Centre,
the Ford Foundation, and a Swiss NGO, Innovations and Networks for Development.
The foundation has operating funds from several donors, plus a two million dollar partia
endowment from the Ford Foundation. In addition, WARF continues to raise funds from
other sources.

After nine years of operations, WARF has a successful, but somewhat time-
consuming grant-making approach explicitly designed to avoid the trap of making grants
for “wish-lit” infrastructure and social project grants to poorly organized rura
communities. WARF has staff capable of providing sophisticated technical assistance to
grantees and a program that helps other intermediary rura organizations make longer term
strategic plans and undergo interna reform to make them more effective in the field.
WARF then provides substantial funding to them for several years of core operations. In
addition to the grant program, WARF runs annua training activities in participatory
methodologies for rura research and development. While WARF has a strong staff bias
towards CBNRM and agricultural research of the green, “farmer-first” type, it does not
impose a specific agenda on its grantees. Rather, it helps them work with rural
communities to define aloca agendafor action.

One of the more interesting examples of how WARF works, and how its approach fitsin
with the points raised in this paper, is the case of WARF's relationship to a rural
intermediary NGO, the “Groupement d'action pour le développement communautaire”
(GADEC). GADEC worksin one of the remoter regions of Senegal from Tambacunda to
the Malian border. It was a typical, weakly managed NGO founded by a group of

1 See Ellsworth (1995) for more information.
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intellectua activists with more ideas than management skills. GADEC was funded by a
variety of radical European NGOs who saw GADEC's quasi-socialist rhetoric as a vehicle
for executing their own vaguely participatory projects, most of which trandated into
economically unsound rura infrastructure schemes. GADEC's balance sheet was aso
chaotic due to the boom and bust quality of its funding. Its agenda in fact was utterly
dominated by the foreign NGOs who funded it, several of whom regarded GADEC as
their specid turf. Thus when GADEC approached WAREF for atraditional project, it was
turned down. But after back and forth discussions, GADEC agreed to form a
WARF/GADEC team to conduct a participatory evaluation and organizational assessment
of GADEC. The results - largely negative and full of ideas about how to fix things -
created an uproar and made GADEC’s European-NGO donors nervous that “something
bad was going on down there and we want to know what.”

However, the leadership of GADEC had participated in the assessment and they
bought into the results. Bit by bit GADEC changed. It reorganized internaly,
strengthened the village council that advised it, and worked with WARF throughout the
region to beef up the participatory development skills of its staff. GADEC scrapped its
program and redesigned it to more accurately reflect village demand about how to use
local resources better. It developed a long-term strategic plan and after much battling,
convinced its donors to join WARF in making long-term grants to a general program of
work that included core support that gave GADEC time to straighten out its finances and
make business plans to diversify its balance sheet. WARF no longer funds GADEC, but
GADEC has emerged as the most important and effective NGO player in its region.

It is noteworthy that WARF faced an uphill battle for existence. It began with less
than generous funding from its core donors for athree-year pilot phase. Donor staff inside
those agencies faced huge internal resistance and obstacles to funding the pilot project.
Foundation-like organizations were still not on the international agenda and considered
foolish at best, impossible at worst. Both funding agencies also had other priorities, none
of which were WARF. Internal restructuring in both agencies also repeatedly endangered
WARF's existence. Many people at different levels of those organizations personally
rescued WARF from the flames of constantly changing “new priorities’ for donor funding.

Problems aso arose in implementation. First, the sponsoring NGO that had
oversight over WARF grew unwilling to release WARF into independence since they
benefited from a significant overhead to nurse WARF into existence. Second, a good
number of local African NGOs who had been happy getting grants directly from IDRC
and Ford resented having to deal with a new (albeit African) intermediary that was
imposing tougher standards for getting a grant than they were used to. Complaints were
loud and insistent on this point. Third, another internationa foreign-aid donor set up a
“rival” project of a similar nature and tried to hire away WARF staff with better salaries.
Those projects faded eventually and WARF remained on the scene. But then other
international agencies came forward, promising generous funding but asking that WARF
carry out the donor’s own headquarters -designed projects. This also temporarily derailed
WAREF from its own agenda. Last, design errors in WARF's structure weakened its

16



brand-new Board of Directors, temporarily froze out its major donor (Ford Foundation)
and created conflicts among its Board members over mismanaged overhead costs relative
to its grant-making budget. These last problems were also ironed out, although not as
quickly or effectively as they might have had the errors not been made in the first place.

Despite these “growing pains,” WARF has proven its staying power after other
major donor projects of many varieties have aready come and gone. WARF is doing
excellent work that rivals or surpasses that of the best international NGOs in the region or
traditional foreign-aid projects; a result nearly unimaginable nine years ago when it first
began. Its “organizationa development” impact on the sector as an independent third-
sector grant-maker is being felt incrementally. It has influenced standards, common
practice, and put African professionals in positions of intellectua leadership in the third
sector. Its mistakes and successes have informed designers of other funding organizations
elsewhere in the world (see the case of Tany Meva, for example). Now that it has a partial
endowment, WARF is now one of the more stable landmarks in the landscape of West
Africa where projects and priorities come and go with a dizzying speed. It represents a
regional non-governmental center of excellence in organizational development and
participatory methodologies well fitted to rural areas in Mali, Senegal, Gambia, Guinea-
Bissau, and Guinea.

3.1.4. The Tany Meva Foundation in Madagascar

This green, grant-making foundation was years in the making and required
substantial donor dialogue and technical assistance to set up. ?° Under a debt-reduction
agreement, USAID agreed to give the Government of Madagascar a local currency grant
equivaent to just over thirty million dollars. This was provided in severa installments,
conditional on the Government of Madagascar using the money to pay loca costs of a
comprehensive ENRM program, including the creation of the endowed foundation
dedicated to ENRM. The agreement also required the Government to adopt legislation
requiring a new environmental review process, to create a new law on NGOs, and to
develop legidation for the creation of a new foundation. Other conditionalities were made
related to modifying perverse economic incentives in forest management.

The agreement was signed in 1992 and an institution-building process and policy
reform began. The first step aong the way was the development and passage of a new
law, the result of USAID-funded technica assistance and intense multi-donor |obbying.
The law covered the design of any new foundations that might be created. It was
comprehensive in nature (perhaps overly so, according to some) but nonetheless
represented a remarkable change in the “rules of the game’ for the third sector in
Madagascar. The parliament of Madagascar also issued a specia decree recognizing the
newly created foundation as one that was of “public benefit”. During this time and with

0 See Government of Madagascar (1995) and Tany Meva Foundation (1996).
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full-time technical assistance, a staff and Board were set up for the Tany Meva
Foundation. Grant-making began in 1998.

In another remarkable success, Tany Meva negotiated for portion of its local
currency endowment to be transferred into hard currency, and invested in a mix of
equities, bonds, and cash equivalents in index funds managed by the Vanguard Company
(U.S). The mix is now modified from time to time on the advice of asset managers at
Vanguard. Tany Meva s Board plans to keep this two million dollars in hard currency off-
shore and untouched for about ten years, while the foundation will use the rest of its loca
currency as along-term sinking fund. This strategy will alow the foundation to eventually
live off its hard currency endowment.

The mission of Tany Meva is to “contribute, encourage, and provide support and
or technical, financia, and management assistance to nonprofit organizations and
associations, as well as to local community organizations and others who work for the
improvement of natural resources management and the long-term protection and
conservation of the environment in Madagascar as well as the participation and the
harmonious human integration of the population who are bound to the preservation of
these environments.” (Tany Meva, 1995). Despite this ambitious purpose, Tany Meva has
amodest budget for grants. At present the sum available is about $US 275,000. Through
its investment strategy, this annua grant-making budget is projected to increase over ten
years until it stabilizes at about $500,000 a year. While modest, this is a sum that is
princely in Madagascar as well as in keeping with the weak capacity of the local grantee
community.

Predictably, Tany Meva faces a smilar problem that WARF faced and that the
Bwindi trust aso confronts: the low capacity of the NGO sector to formulate the “right”
kind of ENRM projects. Tany Meva also must deal with the problem that there are too
few local technical assistance providers able to travel to remote areas to work with
potential grantees to develop better project ideas. Therefore the foundation staff must do
much of the necessary design assistance work themselves. In the case of WAREF, thiswas
a planned for, but with Tany Meva, the situation tended to run up the administrative costs
of the organization. This is a manageable problem, one that falls more under the typical
“growing pains’ problem that African grant-makers encounter when the entire third sector
is undeveloped. The problem requires donors to plan for it when designing African grant-
making organizations.

3.1.5. Kenya Wildlife Service

The Kenya Wildlife Service (KWY) illustrates the case of an ENRM organization
that has made substantial progress on the road to financial sustainability despite a weak
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governance and policy environment. * The KWS used to be what one observer ruefully
described as a “paramilitary organization” dedicated to protecting game. But over the
past thirteen years it has been transformed into a more comprehensive, semi-autonomous
parks service for Kenya's unique wildlife resource.

The reform movement began in 1987 when Richard Leakey was named director
and the existing government agency responsible for wildlife was converted to parastatal
status by means of specific enabling legidation voted by the Kenyan Parliament. At the
same time, a group of donors banded together to fund a comprehensive reform program
for the KWS. This was described in a plan and call to action entitled “The Zebra Book.”
The goa was to make the KWS financially sustainable by means of a reform program
funded through a classic project mechanism, the Protected Areas and Wildlife Service
(PAWS) project. Donors contributed $112 million to PAWS, but release of funds to the
KWS only began in 1992, some five years after the initiad changes in KWS. The delay
created problems right away. Since each donor separately took on a portion of the reform
project, many agreements were not signed in a timely fashion. The worst problem was
that technical assistance for new management systems and the financial accounting took
too long to arrive. When this critical element did come on line, critics of the project
claimed the assistance was inadequately rendered. Others suggested that this delay was
unimportant because an interna management system was not in place to make use of
financia accounting information anyway.

Donor delays were not the only problem KWS faced. It aso tread a political
minefield in Kenya. Disagreements and conflict with the central government forced
Leakey out of hisjob. A new director was named, who had different reform priorities and
a different management style. Donors appeared divided over the progress of reform and
the prospects for organizational sustainability. Then in another change of direction,
Leakey was renamed to his old post and neglected elements of the KWS's management
systems began to receive more attention.

All of this conflict and strategic turns generated uncomfortable media attention for
everyone, and made both donors and KWS insiders worried about the organization's
future. Some say that it looked at one time like many donors would pull out of the
program altogether, leaving the organization high and dry. Fortunately, recent overhaul of
systems to manage park revenue from entry fees, safari operators, and other concessionary
contracts have succeeded in improving the organization’s balance sheet and a sense of
optimism has returned. Observers suggest that in 1999, an amazing thirteen years after

2 Agnes Kiss and Alan Bornbush provided far more lengthy and insightful commentary into this
complicated ongoing example of an organization struggling to attain financial sustainability that
could be put into this paper. Of the mountains of documents on KWS, the author found the essay
by Hall (1995b) very clear and a good introduction. Watson’s 1999 summary is also a key
document that describes the dramatic complexities of KWS's situation. Barrow et a.’s 1998
review of the sector is also helpful and very detailed in providing a sort of organizational ecology
of the Kenyan scene. Emerton (1998) aso reviews some of the enterprise initiatives that KWS
undertook to improve its balance shest.
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the reform effort began, the KWS may at last be able to finance over half its costs from
internally generated income. There is aso talk of a partia endowment (separately
managed) to help diversify KWS's balance sheet.

Other problems are still being addressed. The transition from government
department to parastatal is also not yet complete and many issues remain about over what
KWS can and can’'t do without government approval. Some suggest that the KWS Board
of Trustees does not yet have the autonomy and decisive oversight role it needs.

KWS is a case where a traditional donor project succeeded in mobilizing support
for KWS among many donors, but did not deliver the right technical assistance at the right
time in a planned way so that the sustainability objective could be met. The failure to
introduce rigorous financial management and accounting systems resulted in a certain
amount of management chaos was one of the more serious problems. Without basic
indicators of budget and financia status, there was no way to know if the sustainability
goal was being met. But even so, money kept flowing to the KWS anyway. Donors kept
the project going in the absence of financia indicators because they were unwilling to
impose conditionalities on the Kenyan Government, partly out of fear of losing the
exigting gains they had made in improving the KWS as well as fears for the condition of
the underlying wildlife resource.

The reform of KWS aso involved multiple initiatives on many fronts, which may
have added to a sense of confusion among participants, as many agendas were being
worked out simultaneously. These included such issues as board reform, rhino and
elephant poaching problems, CBNRM, the pertinence of the sustainable use concept to
Kenya, staffing overhaul, and the introduction of new financia control systems. A number
of internal management units were also set up, creating some basis for the fear that KWS
was over-expanding. For example, a partnership and conflict resolution unit was
established, as well as an enterprise development unit, a unit for community mobilization
and education and even a“Wildlife for Development Fund.” All of these related units and
organizations sounded like good ideas, but what may have been frustrating to the players
on the ground was a sense that too much was happening too fast. Too many voices
shouted to be heard, and the sheer amount of money available through the project pipeline
combined to exceed the capacity of the organization to deal with al the changes. This
Situation, exacerbated by a dramatic management conflict and leadership change in the
middle of the reform process, altered morale and the genera spirit of how and what was
important to do. Some observers believe that despite the small army of consultants who
analyzed every bit of KWS's operations and the many improvements that were made,
much of KWS's success in improving its financia management was dependent more on
the overall political and governance environment.

By al accounts KWS's reform process is far from over. However, despite the
problems encountered along the way, it is important to recognize that significant gains
have been made in rehabilitating the agency and in building up its capacity and balance
sheet.
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3.2 Conclusions from the Cases

The cases reviewed above of organizations that have achieved some degree of

sustainability in the ENRM sector reveal a number of points.

4.

Getting sustainable organizations going often requires considerable donor persistence
and collaboration, often in the face of serious conflict and resistance among and within
donor agencies. Those looking for quick pay-offs and a riskless way of spending
foreign aid funds should look elsewhere.

Once set up, the day-to-day business of the organization is filled with the ordinary,
even banal, business of management and problem-solving as the attention turns to the
quality and effectiveness of what the organization does. What makes this situation
unusua is that in all of these cases, local professionas have more weight in the
discussion about what constitutes effectiveness and quality. Donors still have a say,
but institutional space for local actorsto inject their views has been created.

The effectiveness of a sustainable organization is often limited by the larger ENRM
policy setting and ingtitutional setting that surrounds the organization, al of which may
also need reform. This suggests the need for complementary policy reform work at
the same time as the effort to render organizations sustainable.”

The time horizon for building a sustainable organization and making it effective can be
anywhere from three to fifteen years in contrast to the traditional project of one to four
years.

Achieving Financial Sustainability in the ENRM Sector

The problems described above in achieving success in the ENRM sector and a

review of a few successful cases of organizational sustainability suggest that foreign aid
donors and environmental activists might usefully work on three strategic goals
simultaneoudly. These are:

1)
2)

3)

Build sustainable funding organizations for the ENRM sector as a whole.

Increase the quality of the skills and experience of local professionals and
organizations within the ENRM sector.

Support policy and lega reform of the national enabling environment for ENRM
SO as to address many of the strategic issues concerning organizational
independence and the use and distribution of an environmental “gross domestic
product” (see Box 1 below).

Structuring foreign aid flows around these goals does not mean “the end of

projects,” but rather that projects ought to be deliberately set up to work on the three

Z  This is one of the key lessons that have emerged from work on sustainable financing for
agricultural research and technology transfer. See Bingen and Brinkerhoff (1999).
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goals. Support to atraditional project that doesn’t fit one of the above goals might best
be limited to situations where there is a convergence of circumstances that bode well for
the traditional project approach to spending foreign aid. These circumstances might be:

= Severa independent practitioners concur with the donor that results can
actually be achieved in the typical 2-5 year project cycle;®

= Good governance, supportive sectoral polices and legal frameworks, and
political stability reduce the risk of failure;

= The use of expatriate advisors, teams, and consultants adds clear long-term
vaue and doesn’t inhibit the accrual of skills and competence to local people;®

= The project creates or seizes upon a time-bound strategic opportunity of some
kind that could be expected to benefit the sector as awhole;

= Thelong-term sustainability of the project’s benefit is clearly planned for as an
integral part of the project’s activities from the very beginning of the activity
rather than thought about in the last year of the project as things are winding
down;

= The scenarios for long-term sustainability are robust and not based on over-
optimistic planning assumptions.

Box 1: The Distribution of Environmental Gross Domestic Product: The Need
for a Strategic Framework 25

Most of Africa’s natural resources have incited the creation of areal economy. Lions
attract tourists, ivory attracts hunters, rivers attract hippos and kayakers, and forests
attract timber companies, mopane collectors, and butterfly entrepreneurs.  If you start
adding up the value of these resource-specific economies, it is easy to see that al this
economic activity is often worth splendid amounts of money to a country, representing an
“environmental gross domestic product.” The guestions this big-picture view generates
are:

What combination of public agencies, private organizations, and public-private

partnerships need to be built to manage the resource?

How can the businesses that depend on the underlying resource be built up so as to

use the resource in a sustainable way rather than mine it? What green business models

are possible?

% By results | mean actual ENRM gains based on existing knowledge rather than an experimental
effort to generate a collection of lessons learned about how to do better next time.

% One person suggested to the author, half in jest, that for every dollar in expatriate technical
assistance, an egqual amount of money be set aside for degree scholarships for Africans to attend
the best public universities in the US, regardless of the perceived threat of “brain drain.”

 Special thanks to Tim Resch for bringing the sectoral GDP idea to my attention.
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= What nationa regulations need to be in place to assure that the resource has

underlying protection from those who would harm it’s capacity to regenerate?
= How can loca people living around the resource aso benefit from these industries so

as to make them partners in the maintenance of the underlying resource? How
accurate is the model that proposes this view?

=  Must the revenues from each particular resource be the only source of support for that
resource, or is some amount of public sharing possible or worthwhile? Put another
way, could the revenue from tourists paying to watch gorillas be used to support
general ENRM work or must it only support the gorilla's habitat? Does the calculus
change if vast amounts of international money can be mobilized in favor of gorilla
habitat preservation while none is forthcoming for general forestry work in the rest of
the country?

4.1. Goal 1: Build Sustainable, Less Project-driven Sources of Funding to the ENRM
Sector

The work of providing lasting support to a growing, changing, and emerging
group of organizations in the ENRM sector is indispensable. ® New sustainable funding
organizations are the best tool for doing so, as they indigenize strategy and alow learning
to accrue localy over long-periods of time. Sustainable funding organizations might
benefit, in decreasing order of priority: the sector as a whole, segments of it and key
organizations within it. These new sustainable funding organizations can disburse funds
through a variety of types of grants or even lending windows. The specific combination
would depend on the local situation and the possibility of built-in links to the private
sector. A sustainable funding organization might also be regional, national, or even locally
based. It is even possible to have several of them in a country, athough as the Uganda
example of the Bwindi Trust showed, a strategic framework for the ENRM sector should
inform the design of such funding organizations from the start.

The advantages of such organizations are many:

= They alow organizational learning to take place in-country, often inside the new
funding organization and among a network of its beneficiaries, past and present
employees, rather than letting the lion's share of organizational learning and
Mmanagement experience accrue to outsiders.

= They solve the problem of lack of absorptive capacity, thus reducing waste, while
simultaneously building up sectoral capacity through time;

| echo and second here many of the conclusions reached in a recent internal GEF evauation of
the funds it established. See GEF (1999).
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Their modest size means that they typically operate on a scale more appropriate to the
country’s situation, capacities, and economy, thus reducing rent-seeking behaviors
common to large projects.

They create unprecedented opportunities outside government for professional
leadership to emerge out of the organization’s Board and senior staff.

They alow for the emergence and evolution of local organizations better adapted to
their niche and economy.

Despite these advantages, the idea of sustainable funding organizations typically

encounters resistance in the foreign aid world. In conversations with practitioners, the
following objections to the idea are common:

We don't have enough money to do it and could never mobilize enough capital for a
single sustainable funding organization let alone the whole sector.

But we might lose control over what exactly the local trust is giving grants for!

It takes three to five years to get a good trust up and running and that is just too long
for us to bother with.

We heard that it had to be controlled by a northern NGO forever.

It takes too much money away from the new project stream that we want to set upina
different sector that seems more important to us now.

Why bother? Local grant-makers couldn’'t be better than the usual donor-financed
grant-making unit anyway.

Someone else should do it (local governments, international companies, the African
middle class through charitable donations, a different donor, etc.).

A traditional project will alow us to spend more money faster and get better results
than trickling money out through atrust.

Our government won't let us because the (conservatives/radicals/centrists) think it
means perpetual control over the funds and we don’'t have a perpetua time frame.

| heard about some other trust (name the country) and it had problems.

If it takes away from me the job of overseeing projects and planning funding priorities,
then what am | supposed to do?

These objections are all completely normal given how untraditional the idea of

sustainable funding organizations is, but most of the objections reflect one or more of
severd confusions. These are:

An assumption that the current project pipelines of foreign aid donors are more
efficient than they are, and have greater impact than they actually do.

An unfounded belief that spending more money now on action in the field is better
than spending less.

A general ignorance about organizational design and how flexibility can be built in.
Exaggerated standards of what constitutes the ideal organization and an unwarranted
insistence that African ones not suffer from any imperfections whatsoever.
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An unwillingness to relinquish the type of power linked to having a central, strategic
role in managing foreign assistance or in deciding how money gets spent.

This last point is particularly important. The presence of a sustainable funding
organization can indigenize grant-making and shift the balance of decision-making power
away from foreign aid donors. This can be disconcerting to those donors who wish to
maintain control.

It is certainly true, however, that setting up sustainable funding mechanisms like
endowed trusts or funds will of course not save any specific natura resource in the next
fiveyears. It usualy takes that three to five years just to set up a good sustainable funding
organization and by that time, the resource that was supposed to be saved might be
depleted or exhausted. Although it is not clear what aternative actions will save a
particular resource over the same time frame, in my view it is important at least to work
on the structural issues that affect the general organizational ecology of the ENRM sector
and the capacity of the people in it to solve their own problems.

4.2. Goal 2: Fund Long-term Capacity Building for African Professionals and
Organizations Working in the ENRM Sector

Capacity-building has proven long-term, incremental effects, and many donors
have rightly pumped a lot of money into it.>” This is one of the appropriate uses for
foreign aid projects, however dull and unstrategic it may seem at first glance. Reams of
papers have been written and numerous projects carried out in capacity-building, and there
are many lessons regarding how to do it right that now need to be applied.”

One of the ways of doing it right is to let people and organizations learn by doing.
It's a matter of finding people who have good university educations and then giving them
the chance to get more skilled over time. But too often capacity-building is reduced to
supplying office equipment and running a list of standardized short training courses. The
list of course topics nearly always covers teamwork, project writing, budgeting, strategic
planning, brainstorming, and maybe participatory rural appraisa.  This is fine, but
congtitutes a very limited view of capacity-building. It is essential to find ways for local
professionals to develop their skills over time with guidance from seasoned outsiders, to
allow local professional to make mistakes, get in trouble for them, and then dig their own
way out. How else can they build up their own competence and strategic management
sense?

" Ohiorhenuan and Wunker (1995) describe the immense capacity building needs that GEF
observed a few years back. Stamberg (1998) gives a very useful overview of the various
approaches, success, and failures to date with capacity-building to NGOs in Africa.

% See, for example, the summary of |PC’s capacity-building lessons in Brinkerhoff (1996).
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One of the key tools of capacity building has unfortunately been tossed out with
the bath water in recent years and that is scholarship funding. Thereis a genera reticence
to send young people away for training equal to what the expatriate experts have. Donors
often cite the brain-drain problem to explain their reticence. But thisis shortsighted. An
example of how this problem can play out can be seen in Madagascar”® where vast sums
are spent on ENRM programs.  Talented young expatriates do much of the strategic
thinking there on protected area management with high-quaity BA/MA degreesin afield
pertinent to the ENRM work they are doing. Yet the number of young Malagasy sent
away for similar degrees is negligible and has created dependence on these bright young
expatriates. So is it any wonder that the ENRM programs in Madagascar are accused of
having no local ownership?

4.3. Goal 3: Support Policy and Legal Reform for ENRM*

There is little controversy around this third goal. Why guard the protected area if the
government can without legal challenge give a French timber country the right to log most
of it? Why build up the national parks service if the system has no checks and balances to
correct for poor staff performance or corruption? Why insist on democratic elections if
there are no independent parties allowed? Others have eloguently made the case for
policy reform in Africa so | need not repeat al that here, except to agree with the many
who have pointed out that accomplishing reform is easier said than done. Among other
things, it requires donors to work together and use dialogue, a game that is without a lot
of meaning if there is no will or ability to “bite” rather than just “bark.”**

Among the kinds of reforms and policy changes that can help to foster sustainable
resource use, environmental protection, and conservation of biodiversity are the following:

= Changes in legidation and ministeria directives that affect the management of natura
resources and their associated industries.

= Legd, tax and policy changes that free civil society to assemble independently of
government to act in the defense of resources and to create and finance their own
organizations.

# |t seems unfair to pick on Madagascar where donors, Magache actors, and international NGOs
are engaged in Herculean labors to protect diminishing forests, but | know the case well and find
that it has archetypal qualities. My comments will come as no surprise to those on the ground
there.

% A recent review of policy dialogue provided by the EPIQ Technical Advisory Group (1998) for
USAID provides a useful overview of the complexities of policy dialogue. Esty (1999) describes
the need for a green overhaul of international trade rules that affect natural resources.

¥ Dollar and Easterly (1999) provide a good summary case of the need to make progress on policy
reform and to specifically due so in countries where there is already a loca reform movement in
place.
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= Removal of perverse incentives that encourage unsustainable resource use (Bagri et d,
1999) and in the international arena, changes in trade policies that do not penalize or
otherwise incite unsustainable resource use.

= Creation of environmental review procedures that cross traditional sectors, such as
fisheries, water, sail, etc.

= Parliamentary, civil rights, governance, and decentralization changes that move
autocratic regimes towards democracy and illiberal democracies closer to the ideal of
democracy, and that reduce civil strife (see Brinkerhoff and Veit, 1999).

5. Design Issuesfor Sustainable Funding Organizations

Localy managed sustainable grant-making organizations of a private or public-
private character, and that are not tied to particular donor-funded projects, are relatively
new to Africa and developing countriesin general (Mikitin, 1995). They have, however, a
very long history in the United States and the United Kingdom. Thus we are not so
ignorant of what they are. Developed country foundations have long provided support to
policy- or activist-oriented organizations that have had difficulty competing with
traditional charities for consistent public charitable giving. Indeed, in the US and UK,
environmental groups and activist individuals and organizations from every cause
imaginable have depended on such funding organizations at some point in their history. It
is the case even today. The Worldwide Fund for Nature (WWF-US) for example typically
succeeds in raising about $5 million a year from the various U.S. foundations. Could we
not imagine a situation where in twenty years local groups in Kenya do the same from
Kenyan and other African foundations, albeit on a different scale?

Unfortunately, one of the obstacles to starting such organizations is the tendency
to think of them as bizarre new entities on the devel opment landscape. For example, there
is a tendency in the foreign aid and international conservation world to think of these
sustainable funding organizations as “funds’, “instruments,” or “mechanisms’. Others
assume that there is something special about the environmental cause that requires the
opening up of anew field of inquiry into how to set up funding organizations that support
green causes, activities, and organizations. All this creates unnecessary confusion and
risks wasting time on the learning curve. These organizations are not complicated at al,
nor are they new. The basic idea and design issues are accessible to everyone in the
foreign aid world and no priestly caste of expertsis necessary.

It helps to redlize that sustainable funding mechanisms, of which environmental
funds are an example, are organizations like any other. They have governing boards,
founding documents, histories, cultures, internal structures, operating procedures,
progranmatic and interna problems, strategic plans, budgets, and staff. They can be
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assisted through the application of the well-established toolkits from organizational
development and strategic management.  Second, the design of grant-making
organizations is a craft, not an art or science. It can be learned and improved upon by
African practitioners themselves without elaborate training and diplomas. This should be
seen as good news. In fact there is aready a large, existing body of literature,
practitioners, and supporting organizations to draw upon in both the US and UK, many of
which have substantial international experience as well. Thus, there is no need to reinvent
the wheel about the design of sustainable funding organizations or grant-making, either in
the environmental community in Africa, or elsewhere in the developing world. However,
because design issues have occupied so much attention given recent proliferation of these
organizations, this section reviews some of the principles and issues under discussion.

5.1. Kindsof Sustainable Funding Organizations

First of all, it is useful to note that what makes these organizations sustainable is
that they benefit from some kind of long-term sinking fund, endowment, or reliable source
of income alocated from the public sector (like a tourist or green tax of some kind).
Except for the very big privately funded organizations in the US and UK, few of these
organizations rely on endowment income alone. Most typically engage in other fund-
raising activities to augment the income side of their financial statements.

Note aso that sustainable funding organizations can be regional, national, or
community-based. They can be dedicated to serving a particular cause, sector, or
organization. They can make grants or loans themselves or they can give money to
somebody else to make grants or loans. They can be set up to do anything that their
initiators want them to do, within some limits. It is however unwise from a financial and
organizational point of view to force them to implement programs in the field or to play
the role of venture capitalists.

In the US and UK, a certain typology of these organizations has emerged. It is
important to note that this typology reflects the specific legal, social and institutional
history of those countries and does not necessarily need to be imposed anywhere else. A
loose typology includes:

= Private foundations and trusts founded out of the wealth of a single family or
individud,;

=  Community foundations dedicated to serving a very geographically defined
zone who raise money from both public and private sources, including other
foundations,

= Publicly-funded semi-autonomous agencies (“parastatals’) (e.g., the National
Science Foundation or the African Development Foundation);

= Public-private foundations (e.g., the New Y ork City Parks Foundation);

= Community trusts with income from “United Way” annua appedls;
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= Grant-making programs embedded within larger multi-purpose charities of a
religious or welfare character.

On the international scene the landscape is quite different. There are smply far
fewer sustainable funding organizations. It is typica to find that such organizations in
developing countries benefit from only a tiny bit of endowment money to cover some of
their recurring operating costs. The Synergos Institute conducted a useful survey of them
a few years back and found that the majority was set up with mere symbolic amounts of
initial capital.

Since that study, the international landscape has improved. A mgjor advocate for
these kinds of organizations internationally has been the Charles Stuart Mott Foundation.
A key player behind the American community foundation movement, Mott also played a
catalytic role in getting such organizations established in Eastern Europe. Also, with the
creation of the Global Environmental Facility and with the greater use of creative
financing, more resources have been available for creating new sustainable funding
organizations. There is now a healthy scattering of such organizations worldwide (see
GEF, 1999). Thereis even an interagency planning group that promotes the establishment
of such organizations in the environmental sector. Thus, compared to five years ago,
sustainable funding organizations outside the US are now far more common.

5.2. Design Considerations specific to Africa

Several things affect how sustainable funding structures might be set up for the
ENRM world in Africa. First, Africa's governance and corruption problems make it such
that a government controlled funding organization is not advisable. A public-private
partnership model is more appropriate, one not excessively dominated by government.
Second, the small size of the NGO sectors in so many countries and the scattered
population problem means that operating a fund on a regiona or partly regional basisis
often desirable. But an obstacle to this is the absence of appropriate legal frameworks for
the third sector on a national or regional basis. It is sometimes possible to develop ad hoc
solutions and make do with existing legidation. WARF, for example, is recognized in each
of the five countries where it works as an “international organization” by the ministries of
foreign affairs. But a better possibility and one that would bring great system-wide
benefits to a country as awhole isto deliberately set out to reform the legal framework to
make such regional, NGO, and public-private organizations easier to create. Recall that
this was done in Madagascar to facilitate the creation of Tany Meva, where a new
foundation law resulted after lengthy donor dialogue and conditionalities as well as
considerable technical assistance.

An important problem that must aso be designed for is that in most African
countries the NGO sector is still weak, small and even the green NGOs are rarely purely
environmental in character. This means it may not be possible to fund them just for
CBNRM or protected area work through a generic grant-making program and expect
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stellar performance without a lot of specific capacity-building and institutional-
strengthening built into the support.

Another issueis cultural and does affect organizational design. This has to do with
strong fedlings of nationalism in Africa. This may not figure as strongly in other parts of
the world. It translates into suspicion about donor suggestions for grant-making criteria,
or resistance to the suggestion of having an international person or donor-appointed
person on a board of a new sustainable funding organization. It can aso mean
unwillingness to follow the sound practice of investing capital funds offshore.

A telling example of how these cultura issues can arise unexpectedly happened
with the Tany Meva Foundation in Madagascar. At the foundation’s very first Board
meeting, the original donors and international advocates found themselves asked to leave
the room and the meeting was conducted entirely in Malagasy. There is surely some
cultural symbolism here of great importance that supporters of the idea should sympathize
with. It also means that it is important to build into the design process awareness and
responsiveness to nationaist sentiment and cultural sensibilities while taking care not to
isolate new funding organizations from their counterparts in the rest of the world.

Last, in Africa the problem of financial management of assets emerges as a big
issue, even more so than it does in other developing regions. Governance problems, weak
legal systems and financia markets all conspire to make offshore management of capital
assets essential.  Once again, getting this to happen may require some kind of reform of
the enabling environment. Usually laws and policies about flows of capital in and out of
the county are at play. Dialogue with the finance ministry and parliament may well be
necessary. Once again, temporary or partial solutions are possible, such as setting up a
two-tiered trust, one offshore with another locally. However, these situations are better
addressed by starting the work of solving the root of the problem with policy dialogue
over enabling legidation instead of looking for quick, ad hoc fixes.

A related design and management problem that many initiatives stumble over is the
problem of how to invest the capital assets of the sustainable funding organization. It is
important to avoid tasking board members with funds management, and to reject any fund
manager who claims to be good at picking particular equities. A wiser approach is to
have the board pick an asset management firm that deals in index funds, usually one that
doesn’'t charge more than one percent of the asset per year for both annual advice and
investment costs combined. It also means that time may need to be devoted to helping the
new board and donor group understand what their investment options are. It is equally
important to manage donor and board members who become overly enthusiastic about the
idea of using capital funds as venture capital .**

¥ See for example Kelley (1993), who reviews the wesknesses of the financial sector and
successive failures of credit schemes in Uganda. He provides many suggestions to reform the
enabling environment for credit and reform of the worthy organization charged with venture capital
in the country which suffered from too many bad-debt write-offs.
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Another issue emerges over the design of grant-making. As mentioned above,
grant-making is a learnable craft. Unfortunately in Africa it has remained an exclusive
domain of international donor agencies, American foundations, or international NGOs.
This is unnecessary. The new African grant-makers should realize that the range of
practice in the grant-making world is considerable, and that except in the case of research
funding, there is disagreement among experts about what constitutes best practice. There
is alarge box of tools available and it helps to know what they are. It is even impossible
to say that one tool is best. But a typical design mistake is for donors and their
consultants to over-determine grant-making criteria and procedures and build in a lot of
unnecessary monitoring and evaluation. This is al very expensive in Africa's high
transaction-cost environment. A better approach is to pay more attention to setting up a
simpler process of learning-by-doing with occasiona time-outs to improve the operating
rules. It is adso essentia to design feedback and dialogue mechanisms among grant-
makers and grantees. Then let the board and staff determine grant-making criteria, goals,
funding windows, and strategies. This process of allowing the group to catch errors and
rectify them facilitates organizational learning and capacity-building over time. The ideais
to let the organization flexibly adapt to the organizational landscape and the nature of the
problems the organization faces. Over-design to fit current environmenta views of how
to do things will interfere with this adaptation.

A last issue to manage is the problem of “Donor-as-King.” Donor-as-King is a
condition that affects grant-makers when they forget that their power and influence liesin
their position as check-writers. Too often the donor starts to think that the reason so
many colleagues and grantees suddenly agree with everything he or she says has
something to do with inherent donor brilliance and brainpower. Why else would so many
people be saying, “yes’ al the time? Donor-as-King Stuations emerge when staff
turnover is so low among grant-makers that little empires and fiefdoms develop around
specific grant-makers, who can then too easily lose al sense of respect for the grantee
community. Favorite grantees develop, creativity is often lost, and a whole category of
professionals and NGOs get frozen out of the funding stream because they have
“displeased” the king-making grant-maker or else just plain disagree with him or her. The
problem is often quite serious even in the US and UK where angry editorials frequently
explode in the philanthropic press against the private foundation world. In those places
where a new sustainable funding organization is the only game in town, this problem must
be anticipated. Strategies and rules may need to be built into a new organization to avoid
the worst effects of this tendency. Examples of coping mechanisms and management
tactics to deal with this are shifting grant-makers among programs, using team grant-
making approaches, or avoiding the models provided by the US private foundations
altogether and using competitive procedures instead.

5.3. Creative Financing

The second major line of concern with sustainable funding organizations is how to
raise funds to put into the endowment, loan, or sinking fund that sustains the new funding
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organization. * This is the easier part of the picture. There is a wide range of tools and
approaches available to entrepreneurial fund-raisers who want to find creative ways to
diversify their organization’s or sector’s balance sheets. Some of the fund-raising ideas
promise to generate more money than others, athough none reduce the need for the GEF
and mgor bilateral and multilateral aid agencies to serve as magor donors for new
sustainable funding organizations.

When looking at the list below, it is also important to note that while expertise is
useful, economic advice helpful, and experience counts, it is aso the case that most of the
experts in these fund-raising tools also learned by doing. This means that the
entrepreneurial neophyte in Africa with a good head for both numbers and legalities and a
willingness to study past cases need not be intimidated from trying to use these tools.
Last, it is important to remember that these tools are ineffective and unlikely to succeed if
the organization they are intended to benefit is weak. Here are some creative financing
possibilities:

= Debt swaps. Because so many African countries have little private sector
debt, debt swaps are not necessarily the attractive source of funds that many
hope them to be. Nonetheless, opportunities should be taken where they exist.
Debt swaps typicaly generate local currency funds that could capitaize a
sustainable funding organization, should the will exist to set one up. The
existence of a debt-swap opportunity can also drive the initiators to create a
sustainable funding organization in order to manage the funds thus obtained.

= Tropical Forest Conservation Act of the United States. This act allows for
debt reductions and buy-backs for certain kinds of debt in certain countries
fulfilling stringent conditions. Africa is unlikely to be a mgor beneficiary of
this act as it benefits from other debt reduction possibilities. Nonetheless,
opportunities for using the act should be investigated on a case-by-case basis.

= Carbon sequestration and emission trading. As a result of the Kyoto
Agreement in 1997, the signing countries agreed to limit carbon emissions. A
country can now gain credits that reduce obligations to cut back on carbon
emissions by investing in carbon reducing activities in another country. There
are a number of difficulties involved in measuring the success of emission
reduction projects as well as how to measure the effectiveness of carbon sinks,
but there may nonetheless be occasional opportunities for a country to gain

¥ JUCN has assembled a great number of papers describing crestive financing tools, as has
USAID and SPAAR’s Sustainable Financing Initiative. See Emerton and Vorhies (1998), Hecht
and Orlando (1998), Pryakuryal (1998) for Nepal, Reid et a. (1993) on bioprospecting, Seidl
(1998) for an example of using public finance, and Hall (1995a) for an interesting example in the
Gambia. Honey (1999) provides a lengthy review of the ins and outs of trying to raise funds
through ecotourism. See Fort and Epstein (1991) on the issue of health NGOs developing small
enterprises to improve their balance sheets. It is a discussion of entrepreneurial possibilities that all
NGOs might take heed of.
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investment funds for reforestation or forest rehabilitation. Once again, the
attractiveness of this option will vary from country to country.

= Public finance and taxation. Much more needs to be tried to find ways to
create a stream of funds to ENRM through the use of local tax revenue.
Examples of ideas that fal under this heading include set-asides of lotto
revenue for environmental purposes, dedicated taxes on natural resource
exports, fees attached to tourist airline tickets (see the case of Belize), and
taxes on petrol use (see the case of Namibia's new project along these lines).
All of these approaches dedicate public revenue to a sustainable funding
organization such as a trust or foundation. Costa Ricas Environmental
Services Payment program is a good example of tax revenues going to an
environmental fund.**

= Park/protected area entry and user fees. This fund-raising idea smply
means charging admission fees to access the resource. An expanded use of the
mechanism might include things like trophy fees, hunting and fishing licenses,
etc. These are most commonly used in CBNRM work or in protected area
management so as to diversify balance sheets of the managing organization.

= Concession contracts and contracts related to sustainable use. A typical
way to generate funds for protected area management or CBNRM is to
organize contracts with private sector firms granting them temporary rights to
operate tourist concessions, lodges, or to run hunting safaris in or near the
protected area.

= Damage assessments and fines. Some writers have suggested that fines
imposed on polluters might also be able way to finance ENRM work.

= Corporate and citizen contributions. Most fundraising strategies in the US
also include efforts to generate voluntary contributions from private sector
companies and individua citizens. While this is a useful activity, it may not
generate as much money in Africa as fund-raisers might hope for, since the
economic and institutional incentives for such voluntary giving are still weak or
non-existent, and a prosperous middle-class with a tradition of charitable
giving small or absent.

= Conservation enterprises. This includes everything from licensing products
and animal logos to sustainable harvesting of forest resources such as honey
and butterflies. The difficulties here are mostly associated with obtaining seed
capital and finding entrepreneurial initiative to manage such enterprises without
constant subsidy from the public sector. Note that creative use of existing
public trading arrangements can aso encourage the development of

¥ Thanks to Agnes Kiss for thisinformation.
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conservation enterprises. See the Ghana case developed with support of the
U.S. Commerce Department in Box 2.

Bioprospecting. This refers to agreements in which pharmaceutical
companies pay for rights to prospect for micro-organisms and extracts from a
country or protected area. Agreements usually include detail about royalty
payments should the company find material suitable for commercia use.
Substantial funds are often possible. Contracts channel the funds to a
sustainable funding organization or to the organization directly involved in
protected area management.



Box 2: The Greening of International Trade as a Creative Financing Tool

A good example of creative financing to do environmental work is a recent deal
between the Export-Import Bank of the US and the Government of Ghana. ss The Ex-Im
Bank guaranteed a loan of nearly $90 million for an American company to dredge and
restore a RAMSAR designated site in Ghana: the Keta Lagoon. The expectation is that
restoring the wetlands will allow regeneration of the fish, a return of an artisanal fishing
industry, and attract both beach tourism and small businesses to the region. This project
has many commercial elements but it was its designation as an environmental project that
made the deal work. The hope is that it will turn into a case where an ecologically
oriented investment of a traditional kind will lead to a thriving local economy no longer in
need of aid.

It may be difficult for a single organization in Africa to field a person who can
explore al the above fund-raising options on a full-time basis. It may be more useful for
donors within their ENRM program to support such a person who operates full or part-
time over several years as a facilitator and “sectora entrepreneur” on a regiona or
national basis. Such a person would better serve the entire ENRM sector rather than a
specific organization. It may not necessarily be an expatriate expert who is needed, as a
multi-lingual person with good business sense willing to learn from existing cases and
network appropriately with the existing pool of experience in the international NGO and
donor community worldwide would have a good chance of succeeding. It would be also
useful to aim at developing a pool of African professionals with experience in such deal-
making.

5.4. Key Points on Designing Sustainable Funding Organizations

= There is no idea sustainable funding organization and no perfect grant-making
system, so it isimportant to avoid over-design. The point isto start up a system or
process so that the organization can integrate into the local scene and evolve with
the country’s general governance, policy environment, and adapt to changing
circumstances through local initiative.

= |t is important with sustainable funding organizations not to create long-term
dependence on an original designer, international NGO, or donor.

% Thanks to Jane Siegel, U.S. Department of Commerce, International Trade Administration, for
information about this case.
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= Creative finance is one of the many ways to raise funds, but should be undertaken
to benefit strong organizations providing useful services.

= Sustainable funding organizations solve many problems related to building up the
ENRM sector, but they till live within an organizational ecology specific to a
country or region. Thus, they are affected by the general policy and governance
environment so it is still important to pay attention to policy interventions that may
be necessary to promote sustainability.

= ENRM programs for countries or regions need to consider hiring a full-time
“creative financier” with the leeway to help the entire sector cut deals that bring in
income or capital.

6. Summary and Conclusions

After areview of approaches to ENRM work in Africa this paper examined some
of the problems with implementing ENRM programs as well as some of the more
successful examples of sustainable finance initiatives: the Tany Meva Foundation in
Madagascar, the Kenya Wildlife Service, the West Africa Rura Foundation, the Bwindi
Trust in Uganda, and Ghana's Heritage Conservation Trust. This paper argued for three
strategic goals of work to structure funding to ENRM programs in Africa. These are:
building sustainable funding organizations for the ENRM sector; reform of the national
and internationa policy environments for ENRM; and financia support for more effective
capacity-building for African professionals and organizations working in ENRM. A findl
section went into some detail on the lesser known aspects of designing and building
sustainable funding organizations and reviewed creative financing tools to generate
sustainable income flows to such organizations.

The goals discussed here address an underlying problem: most ENRM programs,
like other foreign aid projects, are not sustainable. Local constituencies are not strong and
powerful in Africa and neither is there a sustainable funding base for local environmental
activigts in Africa. The solution is not merely to have the international supporters of
ENRM do al the work themselves or to fundraise madly using the long-list of creative
financing tools. Rather, a more strategic approach is suggested in this paper, an approach
that relies on methodically building the organizational and human-resource infrastructure
in Africaso that ENRM programs will not fall apart without an expatriate presence.
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Appendix 1: WHAT DONORS CAN DO TO HELP
ORGANIZATIONS BECOME MORE SUSTAINABLE®

Significantly raise standards of financia accountability for donor-supported
organizations,

Initiate, lobby for, and support improvements of the enabling legidation that surrounds
the governance and management of public and non-governmental organizations;

Match financial support to an organization’s long-term absorptive capacity, not the
donor’ s budget;

Relieve internal spending pressure inside donor agencies by alowing donors to
allocate money to regiona or national funding “trusts’, pools, endowments, or
consortia rather than to a specific organization for a specific fisca year;

Establish common and high standards of organizational performance with other donors
and then apply them consistently across regions;

Fund effective organizations rather than ineffective organizations working in chic
themes, and do so with a goal of making the beneficiary organization even more
effective and viable in the long-term;

Use structured funding competitions on a regional and continent-wide scale as a way
of choosing among possible beneficiaries, be they countries or organizations,

Ove the long-term (5-10 years) reward the best performing and most effective
organizations across regions with partial endowments, debt swaps schemes, and
assistance in developing dedicated taxes in-country;

Support recruitment rules that encourage the rise of a regional and continent-wide
labor market for CEO'’s, controllers, and other senior managers of publicly-supported
and private non-profit organizations;

Cooperate with other donors in al of the above, especialy in the enforcement of
penalties for poor organizational performance and the creation of regional funding
pools.

% From Ellsworth (1998).
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Step 1.

Step 2:

Step 3:
Step 4:

Step 5:

Step 6:

Step 7:
Step 8:
Step 9:

Step 10:

Appendix 2: THE ROAD TO SUSTAINABILITY
FOR INDIVIDUAL ORGANIZATIONS*

ORGANIZE FOR CHANGE

CLEAN UP THE FINANCES, STARTING WITH A MAJOR AUDIT AND
INSTALLATION OF ACCOUNTING AND CONTROL SYSTEMS

CONDUCT AN ORGANIZATIONAL DIAGNOSIS
CONDUCT A REGIONAL NICHE ASSESSMENT

FIX THE GOVERNANCE STRUCTURE AND ENABLING
LEGISLATION

DEVELOP A PRELIMINARY STRATEGIC VISION AND
REORGANIZATION PLAN, THEN GET A MANDATE FOR

IT FROM KEY STAKEHOLDERS

ENACT THE MANDATE

GET THE INTERNAL INCENTIVES RIGHT

PREPARE A LONG-TERM SUSTAINABILITY PLAN

COMPETE FOR DEALS THAT ENHANCE ALL FOUR TY PES OF

CAPITAL (ORGANIZATIONAL, SOCIAL, PHYSICAL, AND
FINANCIAL)

%" See Ellsworth (1998) for details on these steps.
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