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DEFINITION OF TERMS

Department of External Resources
Agreement between USAID and PVO engaging
in a sub-project.

A PVO responsible for managing
micro-grants and other associated
activities

Ministry of Plan Implementation

Grant to small regional or community based
organization of less than $10,000, managed
by an intermediary PVO Organization.
Non-Governmental Organization

The PVO-Co-financing II Project

PVO Co-financing Project Agreement between
GSL and USAID.

USAID Project Review Committee

Proposal Review Group

Private Voluntary Organization

Parent PVO which includes a number of PVOs
in its membership and a Board of Governors.

A specific grant awarded to a PVO awarded
under the PVO Co-financing II Project.

A specific project carried out by PVO
under the PVO Co-financing II Project,
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PROJECT AUTHORIZATION

SRI LANKA

2.

PVO CO-FINANCING I1I
Project No. 383-0101

Pursuant to Sections 103, 104, and 106 of the Foreign
Assistance Act of 1961, as ammended, I hereby authorize
the PVO Co-Financing II Project for the Democratic
Socialist Republic of Sri Lanka (the "Cooperating
Country"), involving planned obligations of not to exceed
$5,046,000 in grant funds over a three year period from
date of authorization subject to the availability of funds
in accordance with the AID OYB/allotment process, to help
in financing foreign exchange and local currency costs for
the project. The planned life of the project is six years
from the date of initial obligation. Funds are not
authorized for obligation until the Congressional
Notification expires without objection.

The project will assist the Cooperating Country to enhance
opportunities for local communities to participate in
their own development by providing grants to PVOs for
community development activities, and by assisting PVO's
to increase their effectiveness. The project provides
funds for grants to PVO's, technical assistance, training
and other operational support costs.

The Project Agreement(s) which may be negotiated and
executed by the officer(s) to whom such authority is
delegated in accordance with AID regulations and
Delegations of Authority shall be subject to the following
essential terms and covenants and major conditions,
together with such other terms and concditions as AID may

deem appropriate.

(a) Source and Origin of Commodities, Nationality of

Services:

Commodities financed by AID under the Project shall have
their source and origin in the Cooperating Country or in
the United States except as AID may otherwise agree in
writing. Except for ocean shipping, the suppliers of
commodities or services shall have the Cooperating Country
or the United States as their place of nationality, except
as AID may otherwise agree in writing. Ocean shipping
financed by A.I.D. under the Project shall, except as
A.1.D. may otherwise agree in writing, be financed only on
flag vessels of the United States.
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Grants to PVOs under the project will follow AID
regulations for PVOs on eligibility of goods for
procurement.

«9) Prior to any disbursement, or the issuance of any
commitment documents under the Project Agreement, the
Cooperating Country shall furnish in form and substance
acceptable to A.I.D., evidence of the establishment of the
Project Review Group, and of procedures for the review and
approval of subprojects.

(c) The following waivers to A.I.D. regulations are hereby
approved:

Pursuant to the authority delegated to me by A.I.D.
Handbook 10, I hereby waive the requirement that the
Cooperating Country fund the international travel

costs of participants.
Signature: %‘ .;j. ? ...
GaXy Nelson

Acting Director
USAID/Sri Lanka

pate: JuldylZ/76%.....

Clearances: JEmmert, A/PRG /=
DZvinakis, PROJ
RAlbores, CONT

Draft: LChileéf LA



2. PROJECT BACKGROUND AND RATIONALE

GOAL The goal of the Project is to increase the number
and diversity of Private Voluntary Organizations
(PVOs) addressing significant local and national
development problems.

PURPOSE The Project purpose is to enhance opportunities
for local communities to participate in their own
development by increasing the involvement and
effectiveness of PVOs conducting development
activities,

The purpose is to be achieved within the context of PVO
activities relating to the Mission strategic objectives of
increasing rural productivity and income and promotion of
private enterprise,

2.1 Background

The PVO Co-financing IT Project (383-0101) is a
continuation of the PVO Co-financing I Project (383-0060). The
PVO Co-financing I Project was authorized in August 1979. The
project attempted to multiply and improve local developrent
efforts to benefit the poor majority in Sri Lanka with U.S.
Government financial support for sub-projects planned and
implemented by U.S. and i1ndigenous Private Voluntary
Organizations. (Note: PVOs are known locally as
Non-Governmental Organizations or NGOs). PVO Co-financing I
has been evaluated twice, first in 1983 and recently in 1986.
Both evaluations concluded that the project objectives were
being met.

After the first evaluation, the original PACD of the
Project, August 31, 1986, was extended to August 29, 1989, and
the life of project funding was increased from $2,500,000 to
$6,483,000. romotion oy private enterprise was also added as
an additional objective of the Project.

The Mission recognized the heterogeneity of the PVO sector,
the diverse interests and skills of PVOs, and respected the
independent nature of non-governmental organizations. The
Mission encouraged widely varying sub-projects generated by the
respective PVOs themselves. This reflected Mission efforts to
accommodate the "pluralistic concept of diversity as strength"
among PVOs. At the end of five years as the Mission strategy
became more focused, the Mission policy on approving PVO
sub-projects gradually shifted.

In recent years, the Mission has emphasized the integration
of the Co-financing project with the USAID/Sri Lanka country
program which changes every several years according to
availability of U.S. funds, shifts in agency priorities, and
economic changes within the country itself. Stricter linkage
of the Co-Financing Project to Mission strategic objectives
resulted in the rejection of PVO proposals that would have been
considered appropriate earlier. This probably offset the
action of the Mission to increase commitments by removing the
upper limit for grants of $100,000 per PVO sub-project.



Although larger sub-projects were approved, the required
conformity with the CDSS priorities continued to restrict the
rate of annual commitments under the Project.

In February 1987, with 30 months to reach the project
completion date, the PID for PVO,Co-financing II was approved.
The Mission then decided not to consider new sub-project
proposals under PVO Co-financing I, as they would have a high
probability of not being completed before the PACD. The
Mission also decided to deobligate the uncommitted balances
amounting to $1,980,000 and to re-obligate $1,600,000 of that
amount to PVO Co-financing II during FY 87.

The project will attempt to have a broad geographic spread
and will consider sub-project proposals from or for any part of
the country. Under the predecessor project, it was difficult
to approve PVO sub-projects in the northern and eastern areas
where the ethnic conflict has persisted. Though several PVO
proposals intended for implementation in those areas were
received, they were not considered, as site monitoring
sub-projects was difficult. In order not to preclude projects
in those areas from consideration, some alternatives to direct
visits by the MOPI and/or USAID project managers will be
considered. These might include requesting a monitoring visit
by the relevant Government Agent or contracted project
visits/assessments by an independent third party.

2.2 Rationale

The rationale behind PVO Co-financing II is consistent with
that behind PVO Co-finarcing I. It is that most bilateral aid
goes to major government development investments which have
long~-term payoffs; this project was seen as a mechanism to
target increased assistance directly to the poor majority at
the local level who are prepared to join in collaborative
efforts to help themselves. The need is especially important
in countries like Sri Lanka, where most development resources
are concentrated centrally in national governments and
relatively little in local governments or local private
organizations. Assistance to PVOs was seen as one means to
encourage the development of a wide range of organizations
which can articulate community priorities and mobilize energies
to implement them.

Sri Lanka has a long tradition of voluntary organizations
oriented towards civic activities, the origin of which may be
traced back to the times of the Sinhala kings. Peoples!'
participation in development activities of the time were the .
real beginnings of PVO activities in the country. PVOs as
recognized today made their appearance in Sri Lanka only during
the latter half of the 19th century during British colonial
rule. They were decidedly urban-based and welfare oriented.

Today there are a large number of PVOs operating in Sri
Lanka, but most are still welfare-oriented rc'ier than



development-oriented. There has been an increasing government
recognition of the contributions NGOs can make to national
development. As a result the policy environment for PVOs has
improved considerably, particularly during the last ten years.
The government is no longer preoccupied by a need to "control"
or restrict voluntary activities: During this period a
restructuring of local government administration was also
effected. The Gramodaya Mandalayas, at the village level, are
designed to enlist peoples' participation. Local registered
voluntary associations are often entitled to representation on
these councils. This model of Government and PVO partnership
in development effort reflects the importance the government
attaches to local organizations. With about 78 percent of Sri
Lanka's population located in some 24,000 villages, there are
substantial benefits to be derived from developing rural
voluntary organizations.

It was in this context that the PVO Co-financing I Project
was designed and approved. Under PVO Co-financing II the
project will continue tc meet basic human needs by bringing
assistance as directly as possible to the poor majority and
supporting self-help activities. The wain element, providing
sub-project co-financing grants to PVOs for development
activities, continues the approach developed in PVO
Co-financing I. However, several modifi~ations to the
predecessor project are added on the basis of interim project
evaluations carried out 1n 1983 and 1986. These include
improving PVO management skills, strengthening cooperation and
coordination between PVOs, and reaching out to small regional
PVOs and community-based organizations. While the hulk of the
project funds are to be channeled directly to
development-oriented sub-projects, the rationale behind the
modificatiovns is that many Sri Lankan PVOs have much room to
improve their skiils to manage development sub-projects
effectively. By helping PVOs to develop their skills, it is
anticipated that AID's mandate will be more readily met and the
specific project goal and purpose will be achieved.
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3. PROJECT DESCRIPTION

3.1 Project Objectives

The goal of the PVO Co-finangcing II Project (383-0101) is
to increase the number and diversity of private organizations
which address significant local and national development
problems.

The purpose of the Project is to enhance opportunities for
local communities to participate in their own development by
increasing the involvement and effectiveness of private
voluntary organizations (PVOs) conducting development
activities. The purpose is to be achieved within the context
of PVO activities relating to GSL and Mission strategic
objectives of increasing rural productivity and incomes and
promotion of private enterprise.

3.1.1. Project Qutputs

Project outputs include the following:

(1) By FY 93, at least 30 sub-project grants will have
been provided to PVOs;

(2) By FY 93, at least one active PVO Association will.
have been substantially strengthened;

(3) By FY 93, at least 50 micro-grants will be provided to
small regional and community-based PVOs;

(4) By FY 93, at least 20 indigenous PVOs will have been
assisted to improve their management skills through
training and workshop activities and technical
assistance.

These measurable outputs are expected to contribute to the
following:

(1) More active participation by local communities in
development activities;

(2) Increased participation in the Project by small and
regional PVOs and community-based voluntary
organizations;

(3) Improved quality of sub-project proposals;

(4) Incorporation of sub-project evaluation
recommendations in sub-projects;

(5) Geographic dispersal of sub-project grants;
(6) Continued PVO interest in skills upgrading in such

areas as data collection, project management and
implementation, and monitoring and evaluation;
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(7) Community level activities and conditions which are
sustainable after sub-projects are completed;

(8) An increased level of discussion among PVOs about
common development problems.

3.2 Relationship to Mission CDSS‘Objectives

Under the PVO Co-financing II Project, two areas will
receive priority attention: (a) increasing rural productivity
and income, and (b) promotion of private enterprise. This
emphasis is based on the Mission CDSS objectives,

While high priority will be given to sub-projects which
fall within the priority areas outlined above, approximately
15% of the grant funds may be granted for PVO sub-projects
falling outside the CDSS objectives, in such areas as health,
education, human rights, or environmental protection.

3.3 Project Elements

The PVO Co-financing II Project includes one major element
and three minor elements. The major element is sub-project
co-financing grants to U.S. and indigenous PVOs. The minor
elements 1include:

(1) micro-grants to small indigenous regior~1 and
community-based PVOs;

(2) improving PVO management skills; and
(3) strengthening of one or more PVO Associations.

Although the major element is consistent with the PVO
Co-financing I Project, the three minor elements are new and
are designed to correct some of the shortcomings of that
project identified during project evaluations (1983, 1986).

The USAID contribution to the PVO Co-financing II Project
is a total of $5.046 million. Of this, $3.750 million has been
budgeted for support to PVOs and the sub-projects; $250,000 is
for strengthening PVO Associations; $250,000 will be for
micro-grants not exceeding $10,000 each to small regional PVOs
and community-based organizations; $250,000 for building PVO
management skil's: $146,00C is set aside for evaluation of the
Project, and $400,0C0 for contingencies.

Most of the project funds (including some of all four
elements) will be used for operational grants to PVOs. Funds
for the micro-grant component will be used for the
micro-grants, the ccsts of the intermediary organization in
administering the program, and for short-term technical
assistance in setting up the program. Funds for strengthening
PVO Associations will include both direct grants to the



selected association and technical assistance under a direct
AID contract or PVO grant. Funds for strengthening PVO
management skills will be used to support series of PVO
workshops or training sessions on designing, implementing,
monitoring, and evaluating projects, to provide technical
assistance to PVOs, and to fund the costs of Sri Lankan PVO
staff in training established by other organizations.

Guidelines and Procedures for PVO Co-financing II
Sub-project Grants

To assist PVOs interested in the Project, USAID is in the
process of developing a set of guidelines and procedures.
These indicate the PVO registration procedures, criteria for
selection of grant proposals submitted by PVOs, guidelines to
proposal preparation, proposal review process, guidelines for
analysis and sub-project reporting and evaluation procedures.
The guidelines will be approved in writing by the GSL and
USAID, and issued as a project document. A draft of portions of
the guidelines and procedures is included in Appendix E. Where
relevant, reference to them will be made in the project
description and project plans.

3.3.1 Sub-project Co-financing Grants

Funding of sub-project co-financing grants to Sri Lankan
and U.S. PVOs 1s the major element of the Project and is the
principal strategy for promoting participatory local level
development. It is anticipated that by FY 93, at least 30
sub-project grants of at least $25,000 each will have been
provided to PVOs. AID will contribute a total of $3.750
million for this element.

Sub-project grants will range in size from $25,000 upwards
and willibe co-financed by matching contributions of at least
25% from other non-USAID sources identified by the PVO
sub-project grantee. Proposals with greater PV0O or community
contribution will be favorably received. The more established
the PVO, the more it will be expected to contribute funds
generated from non-USAID sources.

The sub-project co-financing element is consistent with the
program carried out during PVO Co-financing I. Continuation of
sub-project support is justified by the success of the first
project. This element accomplishes four desired ends:

(a) it encourages a shift in orientation from welfare to
development;

(b) poor beneficiaries are demonstrably reached;
(c) it enhances the capacities of local organizations;

(d) it builds PVO skills in project design, implementation
and financial management.



Under PVO Co-financing II, modifications in approval
criteria will be adopted to ensure consistentcy with the
current CDSS and to meet the requirements for GSL proposal
review.

Registration and Eligibility~+

To be eligible for sub-project co-financing grants, Sri
Lankan and U.S. PVOs must clearly be private, non-government
and non-profit organizations. Sri Lankan PVOs must be
registered with the GSL and must be approved charities. USAID
requires that they be registered with the U.S. Advisory
Committee on Voluntary Foreign AID before they can receive AID
funds. USAID will assist interested local PVOs with this
registration. Detailed procedures for PVO registration are
located in Appendix E.1.

Foreign PVOs are required to provide information to the
Ministry of Plan Implementation and to sign a memorandum of
understanding. AID alsc requires that they be registered with
the U.S. Advisory Committee on Voluntary Foreign AID before
their proposals are reviewed.

To be considered for funding, the PVO and its proposal must
meet a set of minimum criteria for review. Some of these
criteria are not specific to the substance of the proposal, but
concern clarity and completeness and evidence of minimum
non-AID funding. Beyond this, proposals are reviewed according
to a set of criteria which reflect priority concerns of the
project and reflect the quality of the proposed sub-project.

Eligibility of the PVO

(1) The PVO must be registered either with AID/W or, in
the case of a local PVO, with USAID/Cclombo.

(2) The PVO must be registered with GSL.

(3) The PVO must agree to follow standard USAID and GSL
procedures and practices in sub-project implementation.

(4) The proposal must exhibit ability to contribute at
least 25% of total costs from non-AID sources.

(5) The PVO must demonstrate capacity to design, implement
and evaluate sub-project.

(6) The PVO must exhidit capability to manage the grant.

(7) The PVO must be able to demonstrate that it has
knowledge and familiarity with Sri Lanka and the
project area.

(8) A factor which may be taken into account is whether
the PVO can demonstrate favorable past performance in.
managing projects with donor funding.



(9) 1In addition, an intermediary organization proposing a
micro-grant program must include its criteria for
selection of micro-grantees and its general procedures
for making such grants.

Eligibility of the Proposal .

Generally the proposal should be designed to increase
productivity and income, and/or to promote private
enterprise. Examples include activities concerning better
production methods, delivery and marketing systems, small
entrepreneur development, skills development and training
to increase employment. Approximately 15% of project funds
made available for grants to PVO's may be for projects in
other areas such as health, education, human rights, and
environmental protection. However, no projects may be
approved for population or family planning activities.

The proposal may not contain any component which is either
illegal or in direct contradiction of USAID or GSL
regulations or policy, e.g., importation of firearms, or
promotion of religious activities.

In addition, proposals must:

(a) Be complete in presencation, i.e., all required
sections are included.

(b) Include an appropriate evaluation and monitoring plan,
including necessary budget allocations.

(c) Clearly identify that direct and indirect
beneficiaries will be from the lowest income groups.

(d) Demonstrates potential for timely completion of
project activities.

(e) Demonstrate technical feasibility.

(f) Show a logical sub-project design which relates inputs
to outputs and purpose.

(g) Demonstrate that the local community will participate
in sub-project activities where appropriate.

(h) Demonstrate that the sub project is socially sound and
economically feasible with positive economic returns
where appropriate.

(i) Demonstrate a PVO or local community contribution of
at least 25% in cash or in kind.

(i) Include an environmental analysis which demonstrates
no negative environmental effects of the activity.

10
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4. Other factors which may be taken into account are whether
the proposal:

(a) Promotes the role of women in development or otherwise
promotes relatively disadvantaged groups.

(b) Demonstrates that the end-of-project conditions are
sustainable or replicable.

(c) Has potential for developing capability of existing
private local groups to actively and independently
continue development activities.

(d) Includes local community participation in all phases
of proposed activities, beginning with design of
activities.

(e} 1Is in a region or for an activity under subscribed or
already oversubscribed by the project.

(f) Has cash for work and food for work components kept to
a minimum.

Any changes in the above criteria will be agreed to in
writing by the GSL and USAID.

Review of Sub-project Grant Proposals

An interested PVO may submit a brief concept paper to MOPI
for review. If the concept paper is deemed acceptable by the
PRG, consisting of the Secretary, Ministry of Plan
Implementation (MOPI) or his nominee, the Additional Director
of External Resources or her nominee and the USAID PVO officer,
the PVO will be requested to submit a full sub-project grant
proposal in accordance with the guidelines in Appendix E. The
proposal will be reviewed by the PRG. The procedures for
proposal review and approval have been revised from PVO
Co-financing I and are presented in full detail in the
Implementation Plan (Section 5).

Reporting

The PVO sub-project grantee will report to the Ministry of
Plan Implementation and USAID. Quarterly progress reports will
demonstrate sub-project inputs and outputs, achievements and a
financial statement on status of funds. Midway and at the end
of the sub-project, the PVO will submit a report that describes
the history and accomplishments of its sub-project to date. An
annual audit report of the sub-project will be prepared by an
independent public accounting firm, approved by the GSL and
USAID Controller. Details of sub-project grant reporting
procedures are presented in the Monitoring and Evaluation Plan
(Section 6).

11



3.3.2 The Minor Elements

The PVO Co-financing II Project is intended to increase the
number of organizations involved in development activities,
increase their effectiveness, and enhance opportunities for
communities to participate in thgir own development. The above
sub-project funds are one means of accomplishing this. No less
important in achieving the project purpose and goal are the
other project elements.

Activities carried out under these elements of the PVO
Co-financing II Project are designed to accomplish the
following objectives:

(1) Strengthen PVO Associations;

(2) Establish a micro-grants program to support small
regional PVOs and community organizations;

(3) Improve PVO management skills in planning, managing
and evaluating development projects.

3.3.2.1. Strengthening PVO Associations

The PVO Co-financing II Project provides funding to
strengthen one or more indigenous PVO Associations which show
the potential to help develop the effectiveness of PVOs. A PVO
Association is an organization or consortium which serves the
needs of a range of independent member PVOs. The rationale for
strengthening PVO Association capabilities is based on the PVO
Co-financing I evaluation (July 1986). It concluded that many
PVOs (a) lacked the skills and knowledge required to design and
manage sub-projects effectively, (b) had relatively little
interaction with other PVOs about their common development
problems, and (c) did not know about or how to access the PVO
Co-financing Project or other donor resources. Strengthening
one or more PVO Associations is intended to address these
limitations.

AID will initially provide support to one PVO Association,
Following evaluation of its performance, further support and
the strengthening of other PVO Associations will be
considered. The budget for AID funding is $250,000. It is
anticipated that by FY 93 at least one active PVO Association
will be substantially strengthened.

Objectives

The PVO Association is expected to be an organization which

will perform some or all of the following functions:

(1) Coordinate and stimulate discussion between PVOs about
common development issues.

(2) Conduct and coordinate training and workshop
activities for PVOs (see section 3.3.2.3);
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(3) Disseminate information about PVO activities to member
PVOs;

(4) Act as a liaison between PVO members and the GSL;

(5) Assist smaller PVOs in defining sub-projects and
writing proposals;

(6) Assist in the review of cO-financing subproject
proposals;

(7) Produce a quarterly/monthly newsletter or magazine and
distribute to PVOs,

A complete Action Plan for the first year will be prepared
prior to entering into an agreement with the PVO Association.
A longer range plan will be required for continued funding
beyond the first year.

After the PVO Association is established and has proved to
be an effective organization, it may also apply to manage a
micro-grants program (see section 3.3.2.2).

Strengthening Strategy

In strengthening a PVO association, there will be several
basic considerations. First, the organization and its
constituent members must want to strengthen the association.
Second, a consensus must be developed among the members about
the long range program of the association, the services it will
provide, and the activities it will organize. Third, care must
be taken not to overwhelm the association with resources that
cannot be sustained once USAID assistance ends. Fourth, the
organization itself must want (and be involved in the selection
of) any teclinical assistance provided by USAID. And finally,
the plan for strengthening must be based on the specific
features of that organization, on the level of participation of
its members, on its staff and administrative support, on its
existing program and activites; thus a detailed strategy could
not be developed prior to selecting an association for
strengthening.

However, the broad outlines of a likely strategy and
several steps in strengthening can be suggested. The focus of
the strategy would be on developing a consensus on the
organizations goal and activities, then translating them into
an effective program,

First, several candidate associations for strengthening may
be invited to submit a proposal for support, indicating their
short and long range plans for the organization, basic
organizational and financial information, and the areas which
members want to be developed. The crucial criteria in
selecting the first organization for strengthening will be the
evidence of support of the members for building up the
organization and the willingness of members to devote energies
to this effort.

13
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Second, the initial support of project funds would be only
for a period of one year, during which time a long range (4
year) plan for program development would be drawn up and agreed
to by members. Assistance to the association during that year
would consist of two components: (1) a small direct grant to
the association intended primarily to support a series of
activities leading up to the development and adoption of a long
range plan by the association members, and a proposal for
further project support; and (2) technical assistance in PVO
planning and organization development to help develop that plan.

Third, during the year the following events would occur. A
one year action plan would be drawn up in close consultation
with the USAID PVO Officer identifying steps leading to the
adoption of the long range plan. A PVO specialist or
organizational consultant would spend about two months doing an
organizational assessment of the association. The
crganizational assessment would provide the focus for an
initial workshop on the organization's direction and goals.
Over the next few months, a series of meetings would be held
and perhaps a working group convened to draft a long range plan
for the association and a detailed proposal for USAID support.
At the end, the plan would be presented to the full association
membership. If desired, USAID would arrange further technical
assistance to assist this process of developing a plan which
has the support of 1ts members.

Fourth, once the long range plan was adopted, the nature of
support to the organization would change. Direct grants to the
association (for 2 year periods) would support any of the
program activities mentioned in the previous section on
objectives, as well as the administrative support or
development of any essential facilities. Occasional short-term
technical assistance might still focus on organizational
development, perhaps acting as a consultant for an annual
review of the associations directions. Some commodity support
for office equipment and a vehicle would be provided in the
second and third years, but only after the assnciation had
adopted a long range plan.

Appendix F discusses several alternatives for this project
element:

(1) strengthening a single association providing TA for about a
year;

(2) providing simultaneous assistance to several associations
using the same TA contractor; and

(3) supporting a US PVO to work closely with the association
for several years.

Technical assistance envisioned for this project element,

particularly during the first year of setting priorities and
planning, would be contracted with a local Personal Services
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Contractor, a US PVO experienced in providing such organization
development support to other PVOs, oran IQC firm (preferably
Grey Amendment).

Eligibility

To be eligible for strengthening funds, a PVO Association
must be a Sri Lankan registered and approved charity according
to the guidelines discussed in Appendix E.1. It must also
include independent member PVOs, have a regularly elected board
of governors, and have a director who is either elected or
hired by the elected board. Some potential Sri Lankan PVO
Associations to be considered for strengthening funds are
discussed in appendix F.

USAID Management Effort

It is anticipated that the PVO Association will be an
independent and participatory organization capable of managing
and administering 1ts activities. The assistance in developing
that capacity will take the form of technical assistance from a
US PVO. However, the USAID PVO Officer may also provide
informal assistance as needed, particularly developing the
Action Plan for the first year.

53.3.2.2. Experimental Micro-grants Program

The micro-grants program is funded on an experimental basis
to assist PVOs conducting very small scale, short term
micro-grant projects. This program is designed to reach out to
smaller regional and community-based PVOs who have the capacity
to mobilize and manage local resources but lack the personnel,
expertise, language skills or presence in Colombo to apply for
the sub-prcject grant program outlined above. . Management of
micro-grant programs will be awarded to intermediary PVOs. It
is anticipated that more than one organization will eventually
be eligible for the management of this program, each
functioning in a different geographic area.

The rationale behind the experimental micro-grants program
and its administration by an intermediary organization is that:

(a) the grants will directly help local communities to
participate in their own development;

(b) sub-project grants of less than $10,000 are too staff
intensive for AID to administer directly;

(c) they would support small local organizations which could
not manage larger sub-project grants but which have the
capacity to make effective use of small grants;

(d) they wculd also give initial support to regional PVOs which

show potential of 'graduating" to managing a larger
sub-project grant;

15



(e) an intermediary organization can be in closer and more
frequent contact with micro-grantees and can assume
necessary project and financial reporting;

(f) a greater number of small organizations may be reached than
USAID can directly interact with.

It is anticipated that by FY 63, at least 50 micro-grants
will be provided to small organizations through the medium of
one or more intermediary organizations. AID's contribution to
the micro-grants program is $250,000. Cash or in-kind
contributions of at least 25% are required from non-AID
sources. Each micro-grant will range in size from $500 to
$10,000, although preference will be given to smaller
individual micro-grants of less than §5,000.

The initial micro-grants program will be conducted
experimentally by one intermediary organization. It will
involve activities in two or three adjacent districts in Sri
Lanka. Involvement in a smaller geographic area will permit
more concentrated effort and will facilitate monitoring and
permit greater assistance to micro-grantees in proposal
writing, project design and implementation. If the
micro-grants program is found to be successful after a two year
trial period, it may be expanded to include other districts and
possibly, other intermediary organizations.

Management of Micro-grants

Management of micro-grant program will be the
responsibility of the intermediary organization which will
adninister the program and be responsible for processing,
screening and approving applications for micro-grants. The
intermediary organization will submit a summary to the PRG
giving a brief description of each micro-grant project.
However, final approval of micro-grants projects will be given
by the intermediary organization based on criteria approved by
the PRG. The procedures are described further in the
Implementation Plan ¢ Section 5).

In the initial stages, the PRG may assist the intermediary
organization in screening appropriate proposals for micro-grant
funding and will provide other assistance as required. An
intermediary organization staff member will be requested to
attend the FRG committee meetings to discuss its activities.
Technical assistance may be provided to the intermediary
organization to help set up the micro-grants program, if needed.

Criteria for Awarding the Micro-Grants Program

Potential intermediary organizations will be awarded a
micro-grants program, based on the adequacy of their proposals
submitted to the Proposal Review Group (see Appendix E.3.3).
Proposals must include a set of simple but specific guidelines
for acceptance of micro-grant proposals. A description of
other organizations' experiences managing small grants in Sri
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Lanka and recommended criteria for awarding small grants is
found in Appendix G. A separate appendix (Appendix H)
discusses the implications of including non-registered
charities in the micro- rants program.

Types of Micro-grants to be Considered

It i5 expected that small regional and community-based
projects will be of short duration, completed in a period of
less than one year. They will often involve construction of
community facilities or support of community affairs (e.g.,
forest nursery, firewood lot, community tank, well or pump,
community center, library, agricultural fair or youth
activity). They may also involve setting up local training
institutes such as woodworking shops, construction of minor
local irrigation works or improving existing works.

Micro-grant Program Reporting Procedures

The intermediary organization will be required to report to
USAID and the Ministry of Plan Implementation as described
further in the Monitoring and Evaluation Plan (Section 6).

3.3.2.3. Improving PVO Management Skills

In accordance with the goals and purposes of the PVO
Co-financing II Project, one element of the Project is funding
to help improve PVO skills in project design and
implementation, financial management, and project monitoring
and evaluation. To date, proportionately few indigenous )
organizations have developed the capacity to manage significant
resources for development purposes. Funds under this element
will be used to support series of PVO workshops or training
programs, provide local or expatriate technical assistance to
PVOs, fund costs of Sri Lankan PVO staff in training programs
established by other organizations, or support the development
of training materials relevant to a broad range of Sri Lankan
PVOs. PVO training and workshop activities may be conducted or
coordinated by the PVO Association or by PVOs themselves, in
some cases, using technical assistance of a US PVO. Some
technical assistance provided directly to PVOs under this
element would be local consultants working directly for or
under contract to a PVO Association.

Assistance in conducting training and workshop activities
may be sought from one or more local training institutes such
as the Sri Lanka Institute for Development Administration, the
Sri Lanka School for Business Administration or the Sri Lanka
Rural Development Training Institute. A brief discussion of
training organizations in Sri Lanka is found in Appendix I.

USAID will contribute $250,000 to improve PVO Management
skills. It is anticipated that by FY 93, at least 20
indigenous PVOs will be assisted to improve management sKills.
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(1)

(2)

(3)

Objectives

The objectives of support for this element are to:
enhance the capabilities of national, regional and
community-based PVOs to plan, implement and evaluate their
sub-projects; !

provide a means by which PVOs can learn from each others'
experiences and coordinate joint activities;

broaden the range of PVOs able to manage PVO co-finanéing
sub-grants.

Eligibility

Funding for direct grant support to carry out activities

under this element will be provided to (a) the PVO Association

and

(b) eligible PVOs. To be eligible for these funds, the PVO

must clearly be private, non-governmental and a non-profit
organization, registered according to the guidelines in
Appendix E.1. 1In addition, USAID may contract directly with
individual Sri Lankan or expatriate consultants, US PVOs or
consulting firms, or Sri Lankan training institutes to provide
short-term technical assistance or conduct training activities

Criteria for Awarding Funds for Training and Workshop

Activities

are
the

1.

Direct grants to a PVO-for training programs and workshops
contingent on the PVO organization providing a proposal to
PVO Association or to the PRG through MOPI. Proposals must:

Be complete in presentation, i.e., all required sections
are included.

Indicate the purpose, topics to be covered and plans for
training.

Include necessary budget allocations.
Demonstrate knowledge and familiarity with Sri Lanka.

Clearly identify participants and extent of impact of
proposed activity.

Demonstrate previous experience and skill in conducting the.
proposed activity or access to such skills. '

Demonstrate a minimum of 25% cash or in-kind contribution
from sources other than AID.
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Preferred Characteristics of Training and Workshop Proposals:

1.

Is consistent with GSL/USAID priority of imparting
management skills to PVOs in sub-project design,
implementation and monitoring and evaluation.

Demonstrates favorable past performance with AID and
USAID/Colombo.

Promotes participation of PVOs working on
women-in-development projects.

Has potential for developing capabilities of existing
private local groups to manage sub projects.

Demonstrates potential for timely completion of training
activities.

Demonstrates that the training and workshop activity is in

a subject or region(s) not already oversubscribed by the

‘project.

Supports a series or program of activities, rather than a
single event.

The PRG, USAID and the GSL may review these criteria from

time to time. Modifications fo the criteria must be mutually
agreed-to by USAID and the GSL (see Appendix E 3.2).

The Review Process

Training and workshop proposals will be reviewed by the

PRG, following its general procedures discussed in the
Implementation Plan (Section §5).
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4. COST ESTIMATE AND FINANCIAL PLAN

The total project cost is estimated at $8,600,000 of which
AID will contribute $5,046,000 or 59% of the total project cost
through a development grant. The non-USAID (PVOs, GSL and
Community) contribution is estimated at a rupee equivalent of
$3,554,000 based on current exchange rates. Because of the
Co-financing nature of the project, many of the '"costs" will
not be identified until the PVO proposals are submitted. These
cost estimates are based on experience with the Phase I
Project. A summary of cost estimates is found in Table I. AID
Te-obligated funds from PVO Co-financing I total $1,600,000.

The foreign exchange component of the total AID funding is
estimated to be low. As there are not many U.S. PVOs operating
- in Sri Lanka to contribute foreign exchange, it is expected
that the Foreign Exchange Component of the total U.S./Sri Lanka
PVOs, GSL and others contribution will be approximately 17.4%.
Because the actual implementing entity will be the PVO and
local community, the bulk of foreign exchange and local
contribution will be made by them from non-GSL sources.

From past experience with Phase I, the GSL contribution
will be made by line ministries directly to PVO sub-projects in
specialized fields (i.e. forestation, irrigation, etc.). (See
Table I for breakdown).

4.1 Project Components

The AID contribution will be for the following project
components:

3,750,000
250,000

a) PVO Co-financing sub-project grants

b) Micro-grants to small PVOs or
organizations

c) Building PVO Management Skills

d) Strengthening PVO Associations

e) Project Evaluation

f) Contingency

TOTAL $5,046,000

250,000
146,000
400,000

$
$
$ 250,000
$
$

il

4,2 Functional Accounts

U.S. dollar funding for the Project is designated by AID
functional accounts, which are intended to identify sectors
eligible for project funding and provide allocation of funding
for each. The broad categories for funding are (a)
Agriculture, Rural Development and Nutrition (ARDN), (b)
Selected Development Activities (SDA), and (c) Health. Table
IT indicates the re-obligated and new funding allocations for
each.
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4,3 Payment Procedures

Sub-project grants

The total grant funds will be obiigated to the Government
of Sri Lanka and a commitment of funds will be made
individually to PVOs on signing Grant Agreements for each
approved sub-project they undertake. Commitment amounts will
be stated in U.S. Dollars (i.e. ranging from $25,000 upwards).
However, a sub-grant budget in rupees, reflecting the items
approved to be funded for particular PVO sub-project will be an
attachment to the PVO grant Agreement and subsequent
disbursements will be based on this rupee budget. The
agreement procedures are presented in detail, along with a
review ot the sub-project financing procedures, in Appendix
E.6. It is planned that at least 30 sub-project grants will be
funded by this project element before the PACD. The minimum
sub-project to be considered will be $25,000 and the maximum
will be determined by the PVO's ability to implement and
properly manage the sub-grant and mobilize the required non-AID
25% contribution.

Immediately after signing a Grant Agreement and prior to
disbursement of funds, the accounts of the PVO will be reviewed
by the USAID Controller's office. Officials of the PVO will be
briefed and provided with a reporting format prior to the
commencement of each sub-project. In addition, periodic
financial management reviews will be carried out during the
life of the Project as normal project monitoring
responsibilities. It is anticipated that workshop activities
carried out to enhance PVO management skills will include
financial management activities.

Once a Grant Agreement is signed with a PVO, the USAID
Controller will consider a start up advance based on a forecast
of the first threce months cash requirements from the date of
signing the Agreement. PVOs will be required to clear the
advance by submitting expenditure receipts and the SF 1034
quarterly. On submission of these quarterly accounts, together
with their forecast of sub-project expenditure for the next
quarter, USAID will review the accounts. The USAID Controller
will then apply the allowable expenditures against the advance
and make a further advance amounting to the next three months
sub-project cash requirement of the PVO. All payments,
including advances, have to be approved by the Project Officer.

Strengthening PVO Associations

Funding will be provided to strengthen one or more PVO
Associations. The recipient of strengthening funds will be
required to follow the same procedures des-ribed above.
Technical assistance will be funded under direct contract with
USAID for up to four person-months of short-term technical
assistance at $20,000 per person-month over the six year life
of the project. It is planned that an initial PVO Association
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will require vehicle support ($15,000) and locally procured
office equipment and audio-visual equipment ($20,000). For the
start-up of the Associations program, AID will fund a locally
hired Sri Lankan consultant to work with member PVOs and the
existing staff. His salary, travel and per diem is budgeted at
$15,000 for the first 18 months. The development, publication
and distribution of pamplets and*materials of interest to the
PVO community - including a quarterly monthly newsletter - is
expected to be $30,000 over the life of the project. The final
activity of this project element is thke funding of training
courses and workshops for the PVO community or in support of
training being conducted by an individual PVO. The Association
will develop a training plan for its program based on inputs
and requests from the PVO members. The project will fund an
estimated $15,000 per year for these activities.

Workshop and training activities will generally be managed
by the PVO Association but it can also fund training requests
by eligible PVOs. The organization will be required to submit
accounts for training and workshop activities in its quarterly
forecast of expenditures.

Improving PVO Management Skills

The other training and workshop grantees will be
responsible for submitting quarterly accounts which will be
reviewed by USAID before allowing for a formal advance of
project funds. All payments, including advances, have to be
approved by the Project Officer but much of the workshop and

Teining costs will be paid directly to vendors by the USAID
Controller. This item is budgeted at $30,000 over the 6 year
life of the project. These funds will cover the local cost of
about three weeks per year of workshops and/or seminars to be
planned by individual PVOs for their internal staff and local
community organizers.

Technical assistance for improving PVO management skills
and to support training and workshops will be provided under
this component of “he Project at about eleven person-months and
will be under direct contract with USAID. This T.A. cost will
be provided in addition to the amount the PVO requested for the
trairing and workshop activities. The contractor will submit
vouchers to the USAID Controller for payment. The T.A. for
eleven person-months is costed at $220,000 with these
short-term consultants being utilized for 2 to 4 week periods
on each visit.

Micro-grants

Funding will be provided to one or more intermediary
organization to manage the micro-grants program.
Administrative costs to manage the program will be included in
the proposal funding. However, upto two person-months of T.A.
will be funded from this project element to provide expatriate
assistance that is in addition to the rupee amount requested by
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the intermediary organization. Each micro-grant will range in
size from $500 to $10,000, although preference will be given to
micro-grants of less than $5,000. The review, approval and
supervision process will be managed by the intermediary
organization, according to clearly defined criteria. The
micro-grants program will be monitored and evaluated separately
after the first two years of operation to determine whether or
not it is worth continuing.

Financial Management Procedures of PVOs

All PVOs are required to keep adequate accounting records
and internal controls as well as a separate bank account and a
cash book to ensure the proper accountability of all U.S.
Government funds under the Project. Accounts of all PVOs are
to be audited annually by an audit firm acceptable to USAID and
MOPI.
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Qumilative Obligations Future Years
as ofJuly 1987 Anticipated
AID &L AID A0 AD
K Ic K I K 1L K L X IC
1.SUB-FROJECT 50 2,246 - 80 47 957 450 2,544 547 3,203
RANTS ' ‘
2 MIQRO GRANTS 0 160 - - - 0 - 65 0 20
3,SIRBGIHRNING PO
ASSOCIATION g0 120 - - - 0 - 25 80 "‘170
4. MANAGRVENT SKTLLS- - - 10 20 50. - 5 20 50
5. EVALUATION - - - - 4 100 - - 46 100
6. QONTINGBCY - - . 10 & 3 S50 295 & 33
TOTAL 620 2,52 - 100 380 1,520 500 2,954 1,000 4,046

TABLE 1

PROJECT FINANCIAL PLAN
(Source and Applicatioh of Aundirg - $000)

MNTKRAND(RB/B‘HAILYRNIEIRO]EI‘

TABLE II1

MJKZI'I(NG"'()BI.IGNI'IG‘SBYFISIALYBR

($ 000)

1987 1988 1989 1990 TOTAL
AID RE-OBLIGATED RNIS
(a) Food and Nutrition 950 - - - 950 |
(b) Selected Development 400 - - - 400
(c) Health 250 - - - 250
AD
(a) Food and Nutrition 1,546 - 0 - 1,5%
(b) Selected Development = 500 500 850 1,850

(c) Health
0, L § OHERS

100 1,400 1,000 1,054 3,554

3,246 1,900 1,550 1,904 8,600

———

Total

&L A
M IC KIC
- 80 450 2,50
- - - &
- - - 25
.10 - 25
- 10 ‘50 295
- 100

50 2,954
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I. Sub-grants:

(Minimum of 30)

II. Micro-grants:
Grants
T.A.

III.PVO Association:
T.A.
PSC
Commodities
Publication
Training

IV. Management Skills:

T.A.
Training

V. Evaluation:

VI.Contingency

TABLE III

Cost Distribution

($000)

PVO CO-Financing Life-of-Project

No Cost 1988 1989 1990 1991, 1992 1993 Total
Fac- ’ o
- tor
- - 800 1,200 1,200 550 - - - 3,750 -
- - (6) (100 (14) (5) - - . (35
: Projects)
- 0.5 to- o
- 10 10 15 35 60 60 ' 30 210
2 20 10 10 10 05 - 05 = 40
04 20 10 45 25 - - - . 80
01 15 05 10 - - - - ‘15
- - - 10 25 - - - 35
- - 05 05 05 05 05 05 30
- - 15 15 15 15 15 15 90
11 20 40 40 40 40 40 10 210
- - 05 05 05 05 05 05 30
- - - 26 30 40 - 50 146
- - 30 135 135 70 15 15 400
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5. IMPLEMENTATION PLAN

5.1 The Agreement

After the PVO Co-financing II Project is authorized, a
Project Grant Agreement will be 3igned by the Ambassador and
the Secretary of the Ministry of Finance and Planning, thereby
obligating the first year of funds. The Director of the
Department of External Resources will be designated as
authorized GSL representative. The Ministry of Plan
Implementation will be the GSL agency responsible for project
management,

USAID will sign a sub-project Grant Agreement with each
individual sponsoring PVO for all PVO sub-project proposals
which have been favorably reviewed and are in compliance with
the criteria defined in the Project Grant Agreement.

5.2 Implementation of Sub-Project Grants

Final responsibility for implementation of the PVO
Co-financing II Project rests with the GSL. However, all
sub-project PVOs, including the PVO Association, PVO
intermediary organizations managing micro-grants programs and
the micro-grantees themselves will be responsible for design
and implementation of their specific sub-projects. The MOPI
and USAID will provide assistance to PVO sub-project grantees
at all stages of the Project and will receive copies of all
required reports, audits and evaluations so proper and timely
project monitoring can be accomplished.

PVO Registration

The GSL requires foreign PVOs to provide certain
information to the Ministry of Plan Implementation and to sign
a memorandum of understanding. Although this action might be
done before a sub-project is prepared, the PVO may want to
develop its proposal and then submit both the proposal and
information for the memorandum of understanding at the same
time. PVOs must also be registered with the U.S. Advisory
Committee on Voluntary Foreign AID before proposals are
reviewed.

Indigenous PVOs applying for sub-project funds are
required to be registered with the GSL and must be an approved
charity to be eligible for funding under the PVO Co-financing
Project. USAID regulations require non-U.S. PVOs to be
registered also with the U.S. Advisory Committee on Voluntary
Foreign AID before they can receive USAID funds.

Intermediary organizations managing micro-grant programs

are also required to be registered with USAID and the GSL and
must be approved charities.
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Proposal Preparation and Approval

The procedures and administrative arrangements proposed
under PVO Co-financing II are modified and adapted from those
utilized under PVO Co-financing I. The major change is in the
approval process for sub-project proposals, Additionally, the
new procedures will include reviéw and approval of ‘ew
micro-grant proposals and funding for training and workshop
activities,

Under PVO Co-financing I, the interested PVO was expected
to submit a concept paper directly to USAID before GSL review.
On approval of the concept paper, the PVO prepared the proposal
in consultation with the GSL line ministry and sent it to the

Ministry of Plan Implementation. The MOPI reviewed the
proposal, approved it and forwarded it to the Department of

External Resources (DER). DER in turn communicated the GSL
decision to USAID. Then the proposal was reviewed by the
Mission PVO Review Committee and if the committee concurred, a
sub-grant was provided to the PVO.

Under the new procedures, the interested applicant may
(but is not required to) prepare a brief one or two page
concept paper and forward it to the MOPI. MOPI may request
USAID or members of line ministries to assist in the review of
concept papers as deemed necessary. If PRG finds the concept
acceptable, MOPI will request the applicant to prepare a
complete proposal according to the stipulated guidelines and
criteria. MOPI will then circulate copies of the proposal
among :

(1) Additional Director, Department of External Resources

%

(2) GSL Line Ministry/Ministries concerned

(3) the PVO Association, when one is approved by the GSL and
USAID

(4) the USAID PVO Officer.

The agencies listed above shall review the proposals in
detail and forward their comments to MOPI within three weeks of
receipt of the proposal. The proposal will then be reviewed by
the Proposal Review Group and recommendations forwarded to the
Department of External Resources. A review of these procedures
and flow chart is found in Appendix E.4.

The GSL Proposal Review Group

The proposal and comments on it will be reviewed by the
Proposal Review Group (PRG) on the first Wednesday of each
month or more often, if necessary. The PRG will consist of the
Secretary, MOPI or his nominee, the Additional Director of
External Resources or her nominee and the USAID PVO Officer.
All three members have equal voice in determining acceptability
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of proposals and all proposals must be reviewed by the PRG.
The USAID PVO Officer will act as a liaison between the PRG and
the USAID Project Review Committee.

If the PRG finds the proposal acceptable, it will make its
recommendations to the Director, Department of External'
Resources, the GSL authorized representative who is responsible
for coordination of all foreign donor assistance. The
Department of External Resources forwards the proposal to USAID
indicating that the Proposal Review Group has recommended
approval of the proposal. The Director, USAID, will then enter
into a Grant Agreement with the PVO if the sub-project is found
to be in compliance with the Project Grant Agreement.

Neither USAID nor the GSL will independently disapprove
sub-project proposals for reasons other than non conformity to
the agreed criteria.

Proposal Review within USAID

Proposals will be sent to the USAID PVO Officer, who will
circulate them among the members of the USAID Project Review
Committee prior to review by the Proposal Review Group. The
USAID Project Review Committee is chaired by the Program
Officer and includes the following members: PVO Officer,
Economic Specialist, Project Backstop Officer in the Office of
Projects and the Controller. Other Mission staff may be asked
to participate in the review of proposals involving a
particular area of expertise such as agriculture or private
enterprise.

The Project Review Committee is responsible for ensuring
that proposals meet the criteria for approval of sub-projects
set forth in the Project Grant Agreement between USAID and
GSL. The USAID PVO Officer will convey any problems perc-ived
by the USAID Project Review Committee to the PRG at its monthly
meeting.

USAID may be requested to assist in proposal review at any
stage. MOPI may request some assistance be provided to a PVO
at the concept paper stage. While the PVO Association may
eventually be able to assist the interested PVO, initially the
services of USAID Mission staff or contracted technical '
assistance may be needed.

Financial Arrangements

After the Sub-project Grant Agreement is signed by the
Director and the PVO, the USAID Controller will, with the
approval of the PVO Officer, arrange to provide directly to the
PVO's authorized representative advances funds for deposit into
a sub-project bank account. Normally funds will be provided as
an advance for up to three months' operations. Release of
further funds will be based upon the progress of work and
submission of accounts and documentation which clear the

28

3¢€ x



advances quarterly, when approved by the USAID Project Officer
and Controller. PVOs will be held fully responsible for all
aspects of their sub-project or training and workshop
activities, including development, approval and implementation
of activities. The PVOs will also be fully responsible for all
funds and for assuring the proper and timely conduct of audits,
reports and prescribed evaluations. The intermediary
organization will be held fully responsible for the
micro-grants.

Reports and Audits

All PVOs under a Sub-project Grant Agreement with USAID
are required to provide the following reports and audits to the
Ministry of Plan Implementavion and USAID:

(1) Quarterly progress reports due in January, April, July and
October, during the sub-project implementation period.
The first report may be for slightly more or less than
three months depending on the month of start-up, so that
all PVOs shall submit reports at approximately the same
time;

(2) Annual audit report prepared by an independent public
accounting firm, acceptable to the MOPI and USAID
Controller;

(3) Quarterly financial statements on status of funds (to
USAID Project Officer and Controller only);

(4) Mid-term and final sub-project evaluation reports.

PV0O receiving funding for training and workshop activities
will submit a final report to the Ministry of Plan
Implementation and USAID after completion of the designated
activity.

5.3 Procurement

USAID anticipates the procurement of a limited amount of
commodities during the life of the project. This judgement is
based on Mission experience with commodity procurements under
the thirty-five plus sub-projects of the Phase I project. AID
financing for commodities were for indigenous goods and/or
off-the-shelf items and participating PVOs had no problem
purchasing commodities per the Grant Agreement. However, often
the sub-project commodities required were obtained by an
in-kind contribution of the PVO or local community or were
purchased by non-AID funding sources.

PVOs with sub-grants, therefore, will manage their own
procurements, subject to regulations and guidance governing PVO
grants. Commodity procurement guidelines are found in appendix
E.7.
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The project element for strengthening of the PVO
Association has budgeted for one vehicle (i.e. van), office
equipment and furniture, and audio-visual equipment and
supplies. The procurements will be made by the PVO Association
using grant procurement procedures, with guidance from USAID
staff. It is anticipated that the purchases will all be made
within the first two years of thé project and will be obtained
locally to ensure after sales servicing, local maintenancing,
and availability of spare parts and supplies.

5.4 Technical Assistance

To assist in developing PVO management skills and to
strengthen the PVO Association capabilities, USAID will fund
one locally recruited consultant, for a Personal Service
Contract of upto eighteen months, with expertise in PVO
management. In addition, the USAID funds are provided for
seventeen person-months of short-term expatriate technical
assistance., The use of this T.A. will be distributed over the
six year life of the project in support, principally, of the
micro-grants, skills improvement, and PVO Association
strengthening components. While the budget shows funding for
short-term T.A. in all three components, it is planned that a
consultant would have available time and expertise to provide
support to several project efforts on the same visit.

The Mission will use AID-direct contracting procedures to
obtain short-term contracts. Most will be drawn from existing
Indefinite Quantity Contracts held in AID/W. It is expected
that some T.A. in specialized areas can best be provided by
"buy-ins'" to centrally managed contracts with private firms or
U.S. PVOs. Some short-term T.A. will be contracted in Sri
Lanka using a Mission issued Purchase Order procedure. This
will be particularly necessary where the training and workshop
support activities require instruction in Sinhalese and/or
Tamil.

It is essential that the technical assistance personnel
have strong administrative and training capabilities, a
thorough knowledge of small grants management and experience in
managing PVO activities. USAID, in conjunction with MOPI and
the PVO community, will identify and contract for appropriate
U.S. and Sri Lankan consultants to work with Sri Lankan PVOs,
PVO Associations and intermediary orgunizations.

5.5 Gray Amendment Firms:

There are no planned procurements that could make use of
Gray Amendment (GA) suppliers or manufacturers. The project
will not make use of either a procurement service agent or a
single, prime technical assistance contractor. There is
however, an opportunity for contracting with a minority/woman
under a PSC providing support to the selected PVO Association.
The Mission will give this serious consideration when
identifing eligible candidates.
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There will be au opportunity for GA firms to provide
short-term consultants over the life of the project. As T.A.
requirements are identified by the PVO community, the Mission
will prepare PIO/Ts that will fund Work Orders with existing
IQCs. The Mission will request that SER/OP/CM give priority to
IQCs with GA firms and organizations if they can provide the
needed expertise., The Mission wi#ll consider obtaining
short-term requirements from a GA PVO if one can be identified
and the contracting procedures are not cumbersome and
protracted.

Under the main project element - sub-project grants to
PVO, the Mission upon signing of the Project Agreement with the
GSL will request AID/W (FVA/PVC) to issue an announcement that
AID funded grants are available in Sri Lanka and interested GA
PVOs should contact the MOPI for application guidance.

5.6 Training:

Project funds are provided for short-term training and
workshop activities for both U.S. and Sri Lankan PVOs and use
by the PVO Association. The U.S. and Sri Lanka PVO's are
expected to conduct most of their training activities with
local in-house staff and the participation of their volunteers
and/or people from their community bases. The PVO grantees for
this project will be supported by outside technical assistance
in curriculum levelopment, course presentation and material
preparation if they so request 1t. This component is expected
to fund an average of three weeks per year in workshop and
training time, not including planning and course development.

The PVO Association workshops and seminars will appeal to
the broader PVO community and be of a more structured nature.
The planned activities will be scheduled four times a year and
cover topics identified and prioritized by the Association
membership. Additional sessions are to be conducted as course
follow-up or to reach PVO staff and volunteers with more
specialized material. As the project progresses, the PVO
Association will begin to identifing and register Sri Lankan
resource persons with the knowledge and inclination to provide
short-term training or technical support to the small, widely
dispursed PVOs. By project end, there may not be a cadre of
resource people sustainable by volunteerism, but there will be
a register or talent bank of persons with recognized skills,
experience and training.

PVOs interested in conducting workshops focused on PVO
management skills will apply for funding to the strengthened
PVO Association or directly to MOPI. The proposal will include
a list of possible PVO participants and criteria for
participant selection. The sub-grantee will be responsible for
arranging the activity but will be assisted by the USAID
Mission where necessary. The PVO Association will be
responsible for any procurement required for such activities
but USAID will provide and fund necessary T.A. when and as
needed.
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It is not anticipated that training and workshop
activities will take place outside Sri Lanka. However, PVOs
interested in participating in off-island training or workshop
activities may apply for funding through the Proposal Review
Group.
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6. MONITORING AND EVALUATION PLAN

UnLer PVO Co-financing II, efforts are made to improve the
qualit& of monitoring and evaluation. Monitoring and
evaluation are a multi-tiered process; USAID and GSL are
responsible for overall project monitoring and evaluation but
rely on the careful monitoring and evaluation of all
sub-project activities by the PVOs themselves. Lack of a data
base at the sub-project level will limit the success of overall
PVO Co-financing II Project monitoring and evaluation.

The purpose of monitoring and evaluation is to:

(1) foilow progress of individual activities that are funded by
the Project; :

(2) assess impacts of activities on participants and
communities;

(3) assess degree to which Project purposes and objectives are
being met;

(4) enhance the capabilities of PVOs to manage ‘their own
sub-projects more effectively;

(5) record lessons learned for future project direction.

A number of steps are being taken to improve the total
project monitoriig and evaluation by improving the capabilities
of PVO Co-financing sub-project grantees. These steps include
the following:

(1) establishing a set of formal guidelines for conducting and
reporting evaluations by PVOs;

(2) implementation of workshop and training activities in
monitoring and evaluation techniques for PVOs.

6.1 USAID and GSL Monitoring and Evaluation Responsibilities

USAID and the Ministry of Plan Implementation are
responsible for overall project monitoring and evaluation.
While monitoring is carried out by those directly involved in
the Project (USAID and GSL representatives), mid-term and final
project evaluations will be carried out by a team of qualified
consultants.

Project Monitoring

Part of USAID and MOPI's monitoring responsibility is the
review of progress reports and financial statements submitted
by PVOs and the PVO Association. Review of reports enables the
Mission to monitor progress and accomplishments against the
sub-project grantee's implementation plan.
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The USAID Project Officer and the Deputy Director in the
MOPI responsible for the GSL management of the Project, will
also pay periodic visits to sub-project sites and monitor
progress. The USAID PVO Officer will visit the sites at least
twice a year but more often as is deemed necessary. The
members of the USAID Project Review Committee will visit the
sub-project and selected micro-grant project sites at least
once a year during the life of the Project.

Overall progress will be monitored by the Mission Front
Office during the quarterly review of all sub-projects and when
submitting the semi-annual Project Implementation Reports to
AID/W,

The Proposal Review Group will also review progress on all
sub-projects, including micro-grants and training and workshop
activities at its monthly meeting and take remedial measures as
necessary through the relevant line ministry or intermediary
organization.

Officials of the line Ministry/Ministries concerned will
monitor the implementation of sub-projects throughout, as the
majority of the sub-projects are i-ijplemented in collaboration
with the line ministries. Micro-g-ants will not be monitored
by line ministries,

Evaluation

Under PVO Co-financing II, $146,000 is allocated for
project evaluations. Two types of evaluations are included:

(1) Mid-term and final project evaluation; and
(2) A micro-grants program evaluation.

Overall project evaluations will be conducted midway and at
the completion of the PVO Co-financing Project. Each will be a
detailed evaluation of the overall impact of all elements of
the PVO Co-financing II Project. Particular attention will be
given to the effectiveness of the Project in increasing the
number and range of PVOs and community organizations involved
in the Project.

The evaluations will also assess the effectiveness of the
Project in imparting management skills to PVOs and community
organizations, the adequacy of the training and technical
assistance activities, the role of the intermediary
organizations in managing micro-grants and the micro-grant
projects themselves. Assessment of the financial management
and accounting procedures adopted by micro-grantees and the
intermediary organization will also be made.

A separate evaluation of the micro-grants program will be

conducted after a period of two years (approximately December,
1990) and will assess the progress of this unique program.
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This is an important evaluation since USAID and GSL
representatives will have less contact with micro-grant
recipients than they normally do with the larger sub-project
grant recipients.

The evaluations will be conducted by a team coordinated by
the USAID Mission. The team will comprise a staff
representative of MOPI, a PVO representative, the USAID PVO
Officer and other designated representatives of the USAID
Mission.

6.2 PVO Sub-project Monitoring and Evaluation Responsibilities

Sub:grojects will be monitored and evaluated by the
responsible PVO. To ensure more accurate and useful monitoring

and evaluation, a set of guidelines and procedures have been
established. These procedures and guidelines are found in
Appendix E.8 and are summarized here.

Sub-project monitoring

Monitoring will, in the fiTst instance, be the
.responsibility of the PVO. Each approved sub-project proposal
will contain a plan for how the PVO will monitor the following:

(1) achievements and progress towards targets;

(2) problems and constraints in achieving targe£s.
(3) purchase, delivery and use of commodities;

(4) finances;

(5) compliance with AID's standards and procedures;

The PVO sub-project grantee will provide (a) quarterly
brief progress reports, (b) annual audit reports prepared by an
independent public accounting firm, (c) quarterly financial
statements on status of funds and (d) an end of sub-project
report that describes the entire history and accomplishments of
the sub-project. Additionally, PVO sub-project grantees will
supply an Interim Problem Identification Report when any
unforseen event occurs, such as the sudden loss of materials or
staff.

In addition to the above reports, a midway and final
performance report will be submitted to USAID and MOPI in place
of reports otherwise due at this time. These will include a .
summary of activities and accomplishments to date, description
of constraints and analysis of development impacts.

Sub-project Evaluation

PVO sub-prcject grantees are required to provide a detailed
plan of how they will carry out their evaluations when they
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submit a proposal. The evaluation plan should address the
following: '

(1) number of evaluations to be conducted;
(2) when they will be scheduled; -~

(3) what will be evaluated;

(4) what methods will be used;

(5) who will conduct the evaluation.

Annual evaluations will be carried out by the PVO
sub-project grantees within 30 days of their annual audit.
They will then submit a completed Project Evaluation Summary
(PES) to the ..uject Evaluation Committee, consisting of the
USAID Evaluation Officer, the Project Officer, the Controller
and, as appropriate, concerned Technical Officers.

Baseline Data

In order to assess the achievements of a sub-project, it is
important to have adequate baseline data from which to measure
changes. The evaluation of PVO Co-financing I stressed the
need to improve the quality of baseline data collected by
PVOs. 1In PVO Co-finmancing II, PVOs will be required to conduct
baseline surveys where appropriate so that before and after
observations can be made. A plan for baseline data collection
will be included in the PVO sub-project proposal. The
guidelines for conducting baseline studies are included in
Appendix E.8.

Case Studies

The evaluation plan will also consider how and whether case
studies will be conducted. Case studies are an important means
of collecting qualitative data on sub-project impacts and
effects. In doing them, a small number of beneficiaries are
followed more intensively to see what changes the sub-project
has brought about.

6.3 Micro-grants Monitoring and Evaluation Responsibilities

Intermediary organizations will be responsible for
monitoring and evaluating overall progress of their
micro-grants. They will also be responsible for developing a
set of very simple guidelines and procedures by which
micro-grantees may monitor and evaluate their projects and
report to the intermediary organization. Although these
guidelines and procedures will not be rigorous, they will
assist small regional and community-based PVOs in developing
their management skills as well as to provide a means of
collectively assessing the success of the total PVO
Co-financing II Project. It is not anticipated that
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micro-grantees will devote much time to monitoring and
evaluation which, given the size of their projects and their
time frame, may detract from the purpose.

Micro-grant Monitoring

[
~

Intermediary organizations will be required to submit
quarterly progress reports to the PRG. The intermediary
organization representative will pay frequent visits to the
micro-grant project sites and monitor progress. Trip reports
will be included in the quarterly progress reports submitted to
the PRG.

Micro-grant Evaluation

The intermediary organization will be required to carry out
an annual evaluation within 30 days of its annual audit. It
will then submit a completed Project Evaluation Summary (PES)
to the Project Evaluation Committee. This will be a summary of
activities and accomplishments of each micro-grant. It should
also critically examine the processes by which it identifies
possible micro-grants recipients, its criteria for approving
mi:ro-grants and its financial monitoring of each individual
micro-grant project. The intermediary organization will also
include an evaluation of the effectiveness of any training and
workshop activities it carries out.

Baseline Data

For the micro-grants program, the intermediary organization
may request that baseline data are collected for micro-grant
projects. Although these may not be necessary in many cases,
given the types of activities micro-grantees will be engaged
in, there may be cases where they are appropriate.

6.4 Improving PVO Monitoring and Evaluation Skills

The strengthened PVO Association will play a critical role
in assisting PVOs to develop skills in monitoring and
evaluation. By providing tho.e skills through workshops and
training programs, PVOs will be able to manage their
sub-projects more effectively. Imparting skills will help
achieve the overall project -~oal of increasing the number and
diversity of private organizations addressing significant local
and national development problems. The strengthened PVO
Association will submit progress reports and evaluation
summaries, following the guidelines in Appendix E.S8.

6.5 Audits
In as much as independent audits are required of all PVO
sub-projects, and the Mission Controller will conduct periodic

voucher verification, no additional funding for non-federal
audits is required.
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7. SUMMARIES OF ANALYSES

The following summarizes the technical, administrative,
economic, social and environmental analyses. Full descriptions
of these analyses are found in Appendix J. A set of guidelines
to be used by PVOs in writing their specific sub-project
analyses is in Appendix E.S.

7.1 Technical Analysis

The technical analysis of the Project involves two related
components: (a) the technical feasibility of individual PVO

sub-projects and (b) the technical feasibility of the overall
Project., The technical feasibility of the overall Praject

rests on the feasibility of each individual sub-project carried
out by a PVO. Each PVO sub-project proposal must contuin a
succinct analysis of the sub-project's technical merit.

PVO sub-project proposals are expected to be simple and
straightforward in design. Complex technical analyses should
be avoided except in rare cases. The Proposal Review Group
will review the technical feasibility, cost-effectiveness and
appropriateness of each proposal. In those cases where
proposals have a strong technical aspect, such as construction,
care will be taken to ensure that the PVO has employed proper
technical expertise in developing its design and overseeing its
implementation. USAID staff or technical consultants may be
dispatched to the sub-project site to review the implementation
of the technical component.

Under PVO Co-financing I, the technical feasibility of
sub-projects was demonstrated, although some proposals were
found to be unrealistic in their design. In particular,
smaller organizations often lack the expertise to develop
technically feasible sub-projects. Some of the new project
elements are intended to increase the strength and technical
feasibility of sub-projects. The Project Review Group will
continue to review the technical analyses included in
sub-project proposals and will advise where necessary.

The technical feasibility of the new project elements has
not been previously demonstrated but were developed from strong
recommendations made by the interim evaluation team.
Intermediary organizations managing micro-grants program must
ensure that the micro-grantees set forth realistic goals in
terms of their technical feasibility.

Given the evaluation of PVO Ce-financing I and the needs
voiced by PVOs, the new elements are justified. While their
technical feasibility cannot be fully known yet, the Project
will implement them on a pilot basis,
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7.2 Economic Analysis

An economic analysis of the overall Project is not possible
since the Project comprises a collection of sub-projects each
with its own agenda. The PVO sub-projects supported by the
overall Project range from activities which generate income and
production to activities which are aimed at imparting PVO
management skills. Each different PVO sub-project results in
different rates of return.

It is possible to establish the economic viability of the
overall Project in qualitative terms. The Project has several
benefits:

1) it invests in diverse activities;

2) it allocates funds over the life of the Project which
help mobilize underutilized community funds and/or
resources;

3) it reaches the poorest of the poor;

4) it involves low capital costs;

§) it encourages use of appropriate technology;
6) sub-projects funded are small scale.

The sub-projects are not usually undertaken by the
government because of resource constraints and are not
undertaken by the private sector business because there is no
direct financial return to investments. Additionally, the
beneficiary groups that each sub-project and individual project
carried out by a micro-grantee addresses are generally without
means or leadership and cannot undertake activities on their
own to generate increases in household incomes or improvements
in living standards.

Under PVO Co-financing I, almost all the sub-projects that
were supported were highly cost effective and had spread
effects and impacts on income and employment generation. In
view of the evaluations carried out, the economic feasibility
of the large sub-project grants of greater than $25,000 each
can be assumed.

The new elements of PVO Co-financing II focus on
strengthening PVO organizations and broadening the number of
PVOs eligible for funding. It is unrealistic to consider a
quantifiable cost-benefit analysis of these elements at this
stage since they are intended to indirectly benefit
sub-projects by increasing their performance. However, these
additional features will undoubtedly increase the economic
justification of the overall Project.

I
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7.3 Social Analysis

The social analysis of the Project focuses on four sets of
questions:

(1) Social and cultural feasibility;

(2) Organizations supported;

(3) Social Consequcnces and Beneficiary Analysis;

(4) Diffusion Effects.
Social and Cultural Feasibility

The predecessor project provides sufficient experience to
indicate that PVOs will come with useful co-financing
proposals, provided the information about the Project is
disseminated and that review criteria are clearly conveyed.
Though PVO sub-projects may have a range of design,
implementation, management, or technical problems, few, if any
are likely to be '"culturally inappropriate." The relevant
feasibility questions are likely to revolve around locating
viable economic and sustainable activities for the poor,
matching the sub-project organizational structure to
sub-project objectives or planning for the eventual withdrawal
from project funding.

Organizations Supported

The social analysis demands asking what organizations will
be supported and whether those organizations have the capacity
to carry out sub-projects. Although this is known for the
sub-projects, based on the experience in PVO Co-financing I, it
is less clear for the new project elements.

Prior experience with co-financing sub-project grants has
established that Sri Lankan PVOs will come forward with useful
sub-project ideas and that there are sufficient PVOs which can
implement such sub-projects. Some problems may be anticipated
with smaller organizations trying to provide the required
co-financing. The micro-grants program may assist smaller
organizations to obtain funding from the Project.

Under the micro-grants program, small regional and
community-based PVOs will be given the opportunity to
participate in the Project. The registration requirements will
be waived but the organization managing the micro-grants will
be required to develop strict guidelines and procedures. These
should permit the Project to reach a larger number of
organizations while maintaining controls so that legitimate
development-oriented sub-projects are carried wut.
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The strengthening element and management skills element of
the Project will support the activities of a broad range of
PVOs. Although there is no strong PVO Associations in Sri
Lanka at present, there are organizations with much potential.
Significant funding and technical assistance will be required
however. It is anticipated that .once such a system is
operating, many PVOs will be reached.

Social Consequences and Beneficiary Analysis

Based on the predecessor project, PVO Co-financing II is
expected to have a significant positive impact on the poorest
sectors of Sri Lankan society. The emphasis on
development-oriented, rather than welfare-oriented sub-projects
has encouraged some PVOs to shift their orientation and engage
in sub-projects that will truly benefit the poor majority. The
Project also will benefit women since sub-projects with a
women-in-development focus will continue to be favored. This
has been the case in the predecessor project.

The project will attempt to have a broad geographic spread
and will consider sub project proposals from any part of the
country. Under the predecessor project, it was difficult to
approve PVO sub projects in the northern and eastern areas
where the ethnic conflict has persisted. Though several PVO
proposals from those areas were received, they were not
considered, as monitoring sub projects was difficult. 1In order
not to exclude projects in those areas from consideration, some
alternatives tc direct visits by the MOPI and/or USAID project
managers will be considered. These might include requesting a
monitoring visit by the relevant Government Agent or contracted
project visits/assessments by another other PVO.

Diffusion Effects

The diffusion of technical innovations in PVO sub-projects
and projects carried out by micro-grantees is not likely to be
a major project impact. However, diffusion effects may be
anticipated in the areas of:

1) changing orientation from welfare to development;
2) improved financial management;

3) improved design and definition of sub-projects;
4) improved evaluation.

7.4 Administrative Analysis

The administration for the Project falls with the GSL,
USAID and the PVOs themselves. Some revisions in the
administrative arrangement for review and approval of
sub-projects have been made under PVO Co-financing II but it is
not anticipated that there will be any problems faced by the
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changes. In fact, it is anticipated that the new procedures
will streamline the concept paper and proposal review process
and provide a better mechanism for assisting PVOs interested in
submitting sub-project proposals.

GSL

Within the Government, the Ministry of Plan Implementation
(MOPI) will play an instrumental role as the initial recipient
of sub-project concept papers and proposals, as a participating
member of the Proposal Review Group and one of the principle
agencies responsible for monitoring PVO sub-projects. The MOPI
already oversees foreign and Sri Lankan PVO projects and is in
close contact with the line ministries and divisions within
MOPI concerned with food and nutrition, population and
children's welfare. The MOPI feels that it can fully handle
the workload required of the Project and has accepted its
responsibilities as a member of the Proposal Review Group

Line ministries will play a role in assisting individual
PVO activities in their areas of concern but no substantial
workload will be put on any one Ministry.

A designated member of The Department of External Resources
(DER) will serve on the Proposal Review Group to ensure that
GSL criteria for sub-projects are met. No administrative
difficulties are anticipated. The DER has accepted
responsibilities as a member of the Proposal Review Group.

AID

The Project Review Group in the Mission will review all
proposals to ensure that they comply with the criteria as set
forth in the Project Grant Agreement with the GSL. As the
personnel serving on the Project Review Committee were involved
in PVO Co-financing I, no substantial increase in workload is
anticipated.

PVOs

PVOs must demonstrate their administrative capabilities
when submitting proposals. Since many }VOs are weak in their
administrative capabilities, as borne out in the interim
project evaluations, the new project elements aim to improve
those skills. These elements will enhance the overall
administrative feasibility of the Project.

Since very small regional and community-based PVOs cannot
be expected to have sophisticated administrative skills,
management {or the micro-grants program will be undertaken by
one or more intermediary organizations. They will be expected
to help small PVOs develop their skills, thereby enhancing the
Project as a whole. It is anticipated that the intermediary
organizations will be larger organizations which have
demonstrated administrative skills and trained staff but these
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will be demonstrated in their proposals. The PRG and the USAID
Project Review Committee will assess those skills.,

The strengthening element appears feasible
administratively. Development of the administrative capability
of the PVO Association will require significant levels of
effort and therefore, the Project will proceed cautiously.
Evaluation will pay particular attention to the administrative
capabilities of the PVO Association,

7.5 Environmental Analysis

PVO Co-financing II will, from an environmental viewpoint,
be similar to the PVO Co-financing I Project but will include
smaller sub-projects and individual micro-grant projects
distributed over a larger geographic area. Accordingly, no
significant negative environmental effects are anticipated. 1In
fact, some planned activities by PVOs such as continued
reforestation, will result in significant environmental
benefits to selected target populations. However, to ensure
that any potential negative environmental impacts are
minimized, all proposals will be required to include a brief
assessment of the extent and nature of any potential
environmental impacts associated with a proposed activity.
These assessments will be reviewed by the PRG and the USAID
Project Review Committee. Only those sub-projects found to be
environmentally sound will be approved. If the environmental
impact is anticipated to be significant, USAID will involve the
Mission Environmental Officer in a more complete review of the
proposal.
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8. CONDITIONS PRECEDENT AND COVENANTS

The Project Grant Agreement will include the following

conditions precedent to disbursement of funds:

1)

A statement of the name(s) of the person(s) holding or
acting on behalf of the Government of Sri Lanka and of ny
additional representatives, together with a specimen
signature of each person(s) specified in such statement.

The Project Grant Agreement will include the following

special covenants:

1)

2)

3)

The Grantee will facilitate the development and
dissemination of information on the PVO Co-financing II
Project to all interested parties and organizations. The
information should include criteria for approval of
individual PVO sub-projects.

The Grantee will expedite any approvals, clearances,
registration, licences, permits or other assistance and
actions by government agencies to strengthen the project's
efforts to broaden the number of PVOs seeking access to
project funds through one or more intermediary PVO
organization. While directed at reaching small regional
and community-based PVOs, the Grantee assistance will also
be for establishment of a PVO Association that will
coordinate activities between PVOs and disseminate
information about PVO activities.

The Parties agree to establish an evaluation program as
part of the Project. Except as the Parties otherwisu agree
in writing, the program will include, during the
implementation of the Project at one or more points
thereafter:

(a) evaluation of progress toward attainment of the
objectives of the Project;

(b) identification and evaluation of problem areas of
constraints which may inhibit such attainment;

(c) assessment of how such information may be used to help
overcome such problems; and

(d) evaluation, to the degree feasible, of the overall
development impact of the Project.
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UNCLAS SECTION ¥1 OF # COLOMEO Qué42 CLEAR:
DISTR:

TO SECSTATE WASHDC PRIORITY 0557

AIDAC
REF: (A) STATE 372178 (B) COLOMBO 07963

E.D, 1223862 N/A
SUELJECT: PYO CO-FINANCING II (PROJECT 383-01tl)

1. SUMMARY: AN ABBREVIATED PID IS PRESENTED FOR A PYO

CO-FINANCING II PROJECT (3E3-¢le¢l). TEIS NEW PROJECT
WOULD PROVIDE ¥OR A GRANT OF DOLLARS 5,ua6,600 AND
WCULD PERMIT CONINUED SUPPORT OF TEF TYPE OF PVO
L "YLOPMENT ACTIVITIES NOW BEING FUNDED UVDER THBE PVO
Cu-FINANCING PROJECT (385-pubb). THE PUnPOSE,
STRUCTURY, AND MANAGZEMINT QF THY NEy PHQJECT WILL Bi
SIMILAR 10 THE OLD PROJICT. SEVERAL GHANGES ARE
PROPOSED BASED ON THE MISSION’S EXPERIENCE WITE THE
PREDECYSSOR PROJECT AND THE RECENT PROJECT
EVALUATION. THESE INCLUDE mINOR CEANGES IN THE

©APPROVAL CRITERIA FOR PVO SUBPROJECTS AN EXPERIMENMTAL
MECRANISM FOR FUNDING MICRO-GHANTS TO COMMUNITIES OR
LOCAL PvOS, AND AQUCOMPCNANT TO IMPROVE THE
IMFLEMENTATION AND MANAGEMENT SaILLS CF PVOS.

= _EXPLDITIQUS CCNSIDERATION OF TEE ALBREVIATED PID OR
YAIVER OF PID REQUIREMENTS 1S REOUESTED. THE MISSICN

PLANS TO APPHOVE AND AUTBORIZE THE PHOJECT PAPEK. ENL
SUMMARY.

€. HATIOWALE FOR THE SUEMISSION OF AN A£BREVIATED .
PID PEP. HANDBOOs z, CHAPTER 2, SECTION 2k.1.B: THIS
ABLHEVIATED PID IS BEING SUBMITTFD BEGAUSE TEE
PHOPOS «D PROJECT IS AN EXTENSION OF THE ON-GOING

Pt BCT. THE EASIC DEVELOPHENT PROPCSAL AN
POLICY ISSUES AR AL AND BSSENTIALLY UNCFANGED
FHOM THOSZ STATED IN THE INITIAL PROJECT AND THE
FROJECT PAPEh SUPPLEMENT DEVELOPED IN LATE 19¢3. THY
CRITERIA FOR THY ABBREVIATED PID ARE £LSO ME1, NAMELY
THAT A BECENT EVALUATION BAS CONFIRMED THAE EZSSENTIAL
JALIDITY OF THE PHROJEGT CONCEPT AND DESIGN AND
DurONSTRATED ITS  POSITIVE IMNPACT.

IN TRE ABBREVIA1ED PID WHICH FOLLOWS, SEVERAL

DIR:RCCBASE

u2: KRDMCL /PRM: JE/PL

P}
AHB DeM

cc. PSP

LLA
YVVWRD

mump}i«m

., ANGES_¥20M ThE EARLIER PROJLCT ARt PROPOSED TO QUOTE °

* FULL ADVANTAGY OF ACCUMULATED EXPERIENCE -
TOTE, AS SUGGISTED IN PAKA 3 OF REFTEL (A). THESs
%S INCLUD® THEWADUITION OF TWO SMALL COMPONENTS
“"El IN THE EVALUATION, ANDULUHAYGES IN SUBFROJECT

“ CATEGORIES FOR CONSISTENCY WITH CHANGES IN
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THE MISSION STRATEGY. THE CHANGYS ARE CLEARLY
IDENTIFIED BELOW,

= ALL ELEMENTS RECUIRED OF AN ABBREVIATED PID.ARE
INCLUDED ' ' g ! Y ITY OF
ANALYSES IN THE EARLIER PROJECT PPY®EXTENT OF L HANGE
IN THE FOLLOW=-ON PROJECT OF OBJLCTIVES, ACTIVITILES,
AND BENEFICIARIFS {WESTIMATED COSTS;EPROJECT
FREPARATION STRATEGY;@RECONFIRMATION CF THE PRIOR
%N;&MgNMLNTAL EXAMINATION;OAND DISCUSSION OF NE

SSUES.

.uwux.a tlemands of kb, 01D

3. W Y WITE THE MISSION STRAYKGY: THE
EXISTING PVO CO~FINANCING PROJECT AND PVO CO-FINANCING
I1 ARL CENTRAL TO ONE O} THY CROSS-CUTTING THEMES IN
THE MISSION STHATEGY .AS CURHENTLY BEING MODIFIED AS® o~
PER RYF (F): NAMELY, INSTITUTIONAL STHENGTHENING OFY  cow
PRIVATE OLGANIZATICNS COMMIYTED TU LOCAL DEVELCPMENT
INITIATIVES. PVO CO-FINANCING 1S ONz OF THE MISSION’S
PhIMARY MLCHANISMS SUPPORTING PARTICIPATONY
DEVSLOPMENT THHOTUGH PRIVATE, NON=COMI1:RCIAL, -VOLUNTARY
ORTANIZATIONS. THROUGH THE DIALOGUE INVOLVED IN THE
L ELOPMENT OF PVO SUBPROJECTYS AND BY PRCIIDING
RESOURCES OTHKRWISE UNAVAILABLE. CO~FINANCING HAS
CLFRFLY HeLbby INCHEASE 1Ef CAPACITY Ok ArOUT A DO4eN
SRI LANeAN PVOS TO DESIGN AND MANAGE DEViILOPMENT ot
FROJECTS. IT EAS HELPED REDIRECT THSSEL PVOS FRCM s AN
VELFARE-ORIENTED TO DEVELOPMENT-OHIENTED ACTIVITIZES.
IN TURN, JANY OF THY PVO SUEPRUJECTS HAVE EITHER
FCHMED OR ‘RE WORAING WITH EXISTING COMMUNITY LLVEL

GANTZATIO! "T JPHENT ACTIVITIES . 5
PYO CO-FINANCING IT IS PLANN:D TO BROADEN THE SUPPORT

NET TO INCLUDE ASGREATER NUMBER OF SMALL, REGIONAL,

ND U.S. PYVOS AND TO TAKE X MORE DELIEERATE APPROACH
- TOCAVILDING PVO S4ILLS IN PHOJECT DESIGN ANT

MANAGEMENT, FINANCIAL MANAGSMENT, AND EVALUATION.

= PVO CO-FINANCIVG INVOLVES SEVEKRAL OTFER ELEMENTS OF
THE MISSICN LEVILOPMENT STKATEGY. HMOST, TBOUGE NOT
ALL, OF TEF SU¢PROJECTS IN TEE EXISTING PVO CC-*1
é PROJZCT BAVE TOMFONENTS INVOLVING AT LEAST ONZ OF THE -
i TeC PEIMAKY CDSS OBJECTIVES: (1) IMPROVED
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FM AMEMBASSY COLOMRO APPRV: DIH:RCCHASE
TO SECSTATE WASHRDC PRIORITY w508 DRFTD: PRH:JE/PVO:NMAHES“P:
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AIDAC
REF: (A) STATE 3721728 (B) COLOMRO 07ut3

E.0O. 12356: N/A
. SUBJECT: PVO CO-FINANCING II (PRCJECT 383-vlvl)

AGRICULTUKAL PRODUCTIVITY AND FARM INCOMES OR (2)
INCh¥AS:D OFY-FAnM EMPLOYFENT _AND RURAL ENTERPKISES.

A "URTEZR MISSTON CROSS=CUTTING OBJECTIIVE, COST

R. .OVLRY AND RLTUCED SUBSIDIZATION, KAS ALWAYS BREN A
PEVT OF TEE CRITERIA FOR SELECTION OF PVO SUBPHOJECTS;
SPECIFICALLY, A CHITERION FOR AFPPROvAL HAS BEEN THAT
TEZ ECCNOMIC ACTIVITIES PROMOTED ARE SUSTAINAELE
WITHOUT CONTINUEL SUBSIDIES. MOST OF TRE FUNDING WILL'
BY ADDRESSED TO THE PRIMARY STATEGIC OBJSCTIVES., SONE
#ILL EE FOR STHENGTEENING PVOS TEEMSELLVES AND NOT MOKE
THAN 12> PERCFNT OF THE GRANT wILL BE USED FOR TARGETS
OF QPPOKRTUNITY OUTSIDE STRATEGIC ORJECTIVES.

4. PEOB%EM STATEMENT: IN ORDER TO BUILD TBE CAPACITY
FOR A SOCIETY TO RESPOND EFFECTIVELY 10 LOCAL WNREDS,
IT IS IMPORTANT TO ENCOURAGE THE DEVELOPMEMT OF A WIDE
RANGE O} ORGANIZATIONS WHICE CAN ARTICULATE PRIOKITIES
ANI MOBILIZE ENEBRGIES TO ACT ON THEM. THIS IS
ESPrCIALLY THUE IN COUHTRIES, SUCH AS SRI LANoA, wHERZE
MOST DEVELOPMENT RLSOURCES ARE CONCHNTRATED CENTRALLY
IN NATIONAL GOVERNMENTS AND .BRELATIVELY LIITLE IN LOCAL
GOVERNMEN1TS OR LOCAL PRIVATE ORGANIZATIONS.

= ‘ONETHELESS, THERPE IS A LONG TRADITION OF PKIVATE
VOLUNIARY ACTION IN RURAL SRI LANrA, OFTEN THHCUGH
SYALL, TEMPOrARY GRCUPS FOHMED TO MEET A LOCAL NEED.
TEERY ARE ALSO A LARGE NUMBER OF REGISTERED
NON=GOVEHNMENTAL AND CHANITARLE OKRGA..¢ATIONS.

HOWEVER, MOST ARF WiLFAKE-ORIENTED RATHER THAN
DEvzLopéE§T=ﬁﬁriﬁTEET‘Iﬁﬁ'ﬁIE%‘%ﬁE UREAN-BASED.

= SINCE 1677 THERE HAS BEEN A MAJOR CGANGE IN THE
GOVEHRNMENT OKIENTATION TO PVOS, RECOSNIZING THAT PVOS
CAN USEFULLY UNDEATAAE A VARIETY OF DEVELOPMENT
FUNCTIONS. THOUGH SOME PVOS HAVE BEEN AFLE TO
OHGANIZY SUBSTANTIAL LOCAL ENEKGIXS TFROUGH

TRADITIONAL SHRAMADANAS (VOLUNTARY LABOUR WORaCAMPS),

Jrw ORGANIZATIONS PAVE DRVELOPED TEE CAPACITY TO
MANAGE AL RES0 S FOH 3 MENT

ANT MA
PUHPOSES, AS THEY HAVE NOT BAD KEEESK‘TU‘THE‘HEEGUHEESI
“T0 DEVELOP THAT SgILL. IMPORTANT EXCLPTIONS ARE A FEW
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OLDFH, BROAD~BASED AND WELL aNO“N ORZANIZATIONS (SUCB
AS LANAA MAHILA SAMITI AND SARVODAYA). 1IN LARGY PART
IUE TO TBEIR EXPERIENCE WITH RESOURCES MANAGED UNDER
THE PYO CO-FINANCING PROJECT, A FF¥ OTHERS HAVE NOW
DEVELOPED THE CAPACITY 70 FFFECTIVELY DESIGN AND

MANAGE FAIRLY LARGE DEYELOPMENT PROJNCTS.

S. gROJECT GOAL AND PURPOSEE THE GOAL OF PVO
CO-YINA NG 'O INCREASE TBE NUMBER AND

DIVERSITY OF ORGANIZAT X
TOTAL X ! PMENT PROBLEMS.,

ANT

= THE PURPOSE IS TO ENEANCE OPPORTUNITIES FOR LOCAL
COMMUNITTES TO PARTICIPATE IN THEIR OwN DEVELOPMENT bY
INCREASING THE INVOLVEMENT AND EFFECTIVENESS OF FVOS
CONDUCTING DLVELOPMENT ACTIVITIES.

= THE PUHPOSE IS TO BE ACHIZVED WITHIN THF CONTEXT OF
PVO ACTIVITIES RELATING TO THE TWO NEW MISSION
ASTRATAGIC OBJECTIVES: WINCREASING ACRICULTURAL INCOMES
AND PRODUCTIVITY, ANDCINCREAS ING OFF=FAHM EMPLOYMENT
THEOUGH PRIVATE SECTOR DEVELOPMENT. bBENEFICIAKIES OF

£ PVO SUBPROJECTS WILL BE FROM THE POORSST 50 PER
VENT OF THE POPULATION.

6. lPFOJECI DESCHIPIION} THE PROJECT HAS ONE MAIN
COMPONEMT, SUNPROJECT CO-FINANCING GELANTS 10 Pv0S, AND
120 SMALLER COMPONENTS: MICHO-GRANTS TO SMALL
CCMMUNITY ORGANIZATIONS OR LOCAL PVOS, AND TRAINING
AND TZCENICAL ASSISTANCE TO HELP IMPEOVYE PVO SKILLS IN
PROJACT DESIGN A MPLEMENTATION, FINANCIAL
MAVAGEMENT, AND PROJECT MONITOMING ANTC LVALUATION. A
SUMMARY OF EACH COMPONENT FOLLOWS:

= A) LO—FINANCING GRANTS: TES MAIN STHATECY §OR
PROMOTING PARTICIPATOHY LOCAL LEVEL DEVELOPMENT IS
PROVIDING SUBPROJECT CO-FINANCING GRANTS TC RELEVANT
DEVELCPMENT ACTIVITIES OF PRIVATE VOLUNTARY
ORGANIZATIONS. SUEPROJECTS ARE QUOTL CO-FINANCED
ENDOUOTE IN TEAT USAID PROVIDES ONLY AQPOHTION 0F .Thi
FUNI'ING. TEE SUEPKCJECTS T 'ED wJLL RELATE
TC THE USAID MISSION STRATEGY OBJECTIVES OF

B
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P 2409147 DEC 86 CHRGE:
FM AMEMPASSY COLOMBO APPRV:
TO SECSTATE WASEDC PRIORITY pSSy9 DRFTD:
BT

UNCLAS SECTION ©3 OF » COLOMBO Pyas2 CLEAR:
AIDAC

REF: (A) STATE 372178 (B) COLOMBO ©796:

E.O. 12356: N/A
SVsJECT: PVO CO-FINANCING II (PROJECT 3&s-plvl)
LOFINANCING

INCREASING AGRICULTURAL PRODUCTION AND INCOMES AND
INCKEASING OFF-FAKM EMPLOYMENT OPPORTUNITIES TEROUGH
PRIVATE SECTOR DEVELOPMENT., HOWEVER, TBRE RATIONALE
FOr THE PVO SUBGRANTS IS NOT THAT TEEY AHE NECESSARILY
THE MOST EFYECTIVE WAy TO HAVE AN IMPACT ON THE
"TRATEGIC OBJECTIVES RELATED TO AGRICULTUKE AND
£tMPLOYMENT. IT IS TEAT THEY ACCOMPLISH FOUR TEINGS
RELATED TC T8% PROJECT PURPUSE ANT GOAL: )

= (D _THE CO-FINANGING GRANTS EXCLUSIVELY FOR
DEVELOPMENT ORIENTED ACTIVITIES ENCOURAGE A SHIFT IN
ORIENTATION FROM ¥*LFARE 70 DEVELOPMENT .

= (@) TAKGET BENLFICIARIES ARE DEMONSTRABLY REACHED
BY PVO SULPROJECIS. TEE OHIENTATION OF PVOS TO WORa
DIREGTLY KITH THE POOR ON A RELATIVELY SMALL SCALE
MEAMS TEAT TEE BENEFICIARIES ARE MORE KEADILY
IDENTIFIASLE AND QUICALY INVOLVED THAN IS SOMETIME THE
CASE WITH LARGFR SCALE GOVERNMENT PROJECTS AIMING FOR
LARG=R SCALE SECTORAL IMPACT. -

- (3) PY0S APPEAR TO BE MORF LFFECTIVE THAN CLNTRAL
GOVERNMENT FMPLOYESS IN WORaING WITH AND TEXOUSE LOCAL
LrVsL ORGANIZATIONS.

= AND THY MANAGEMENT OF SUBPROJECT GRANTS,

ITIALLY ON A FAIRLY SMaLL SCALE, PHROVIDES ON-THE=-JOb
SXPERIENCE TAAT BUILDS PVO SoILLS IN PROJECT DESIGN
AND IMPLEMENTATION AND IN FINANCIAL MANAGEMENT,

=~ SJBPROJECT GRANTS MAY RANGE IN SIZE ¥FROM DOLLARS
S,0L¥ UPYARDS.  EAPELHIENC LD CO-FINANCING
PROJECT HAS BEEN THAT MOST GRANTS HANGE XYETYEEN

DOLLARS 5»,00n AND 159,99pw. TH) AVERAGE GRANT SIZE
HAS INCREASED UCON HAELI OVER TIME. ThF OPLRATION
OF THE PVO SUBPROJECT GRANTS COMPONENT WILL BE FORTHER

DISCUSSED IV SECTION 7 RELOW.

= 1) PXPIRIHENTAL[MICRO—GRANTS‘ IN LINE WITH A
PECOMMENDATION OF THE HECENT EVALUATION OF THF

PRSDECESSOR CO-FINANCING PROJECT, A MECHANISM WILL BX

1
UNCLASSIFIED COLOMKO 9442/v% !
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DESIGNED T0 EXPEXIMENTALLY FUND VERY SMALL SCALE,

S HM OF LOCAL COMHUNITY OHCANIZAVIONS.

TREOUGE YHLSKF OKGANIZATICNS APFEAA TO FAVE THh CAPACITY

TO MORILIZE AND MANAGE SMALL SCALE RPSOURCES, THEY

USUALLY DO NOT Eavk THE PERSONNEL, THE LANGUAGE

((|S2ILLS, OR THE PRHSENCE IN COLOMY0 HEVUIRED 10 AFPLY

~ LFCR A REGULAK SUFPHOJECT GRANT. FURTYLKMOKE, THE
EYISTING APPROVAL PAOCESS ¥Ox SULPRCJLCT GREWTS IS
TOO STA¥F INTENSIVT FOR THF GSL AND ¥Ok USAIL TO Bz
COST EXFECTIVE FOR 1AuING VSRY SMALL GHRANTS. THE 4
MICRO-GEANTS &ILL RANGT IN SIZL }KOM DOLLARS *IVE $00 ~Soo0
HUNDRED T0 FIVE THOUGAND. THE REVIEw
PHOCESS v(CULD BE MENAGEL ON AN FAPSRINENTAL EAS
OKE_OR MOWE PVOS, ACCOALING T0 FAIRLY STHIUT AND . tecad
CLEARLY DefFINFD CRITERIA. THIS ®XPERIMENTAL PHOGRAM | v monideriny ik
WILL BE MONITORELD aND EVALUATED S¥PAXATELY AFTER THE m»d.q worths  07q .4 pewpedy
FIRST 190 YEARS OF OPERATION 10 D:TEHMINF YHZThEK OR

( NOT IT IS wO2TE COVTINUING. :

ot
= C) |TECANJCAL ESSISTANCE AND TRAININGY UNDER TS: . cob
NL¥ PROJECT, APPROXIMATELY 25¢ TPOUSANLC DCLLAKS vILL ¥ase
BE AVAILASLE FCR TXCHNI“sL ASSISTANCE, PARTICIFANT
TIATRING, OR IN-COUNTRY IRAIRING AND WORASHOPS TO
EUILD SPECIFIC PVO S«ILLS RELATZL TO '1HE MANAGEMENT OF
DEVELOPMENT ACTIVITIES AND THE MANAGEMENT OF GHANTS.
AS SUGGESTED Y TEE RECEWT PHOJECT kVALUATION, TEE
FOCUS ¥ILL BE PHIMARILY ON PHOJECT DESIGN AND
IPPLFMENTATION, FINANCIAL MANAGEMENT, AND MUNITORING *
AND EVALUATION. 1TEX SPECIFIC MECRENISMS ¥OP TEIS — — &

OMPONENT WILL Bk ARTICULATED DURING PP DESIGN. TWO
vES Or MPONLI RE TO HILP@EUILD PVO
EFFECTIVENESS ANDEYO BROADEN THE RANSE OF SMALLEK.

NATIONAL AND REGIONAL PvVOS APPLYING FOR CO=FINANCING
SUEPROJECT GRANTS.

= D, _PROJKCT FUNLCING AND IMPLEMENTATION: A FUNDING
MECHANISM WILL BE LESIGNED FOR AAcINZ Cu
OBLIGATIONS UNTIL THE PROJECT IS FULLY FGNDED AND
MANING SUBPrOJECT PVO CO-FINANCING GRENTS FROM ThOSE
PROJECT FUNLS. TEOUGH THE MECHANISHM USED IN THE
PREDECESSOR PROJECT (OBLIGATION O GRANT FUNDS TO THE

GOVERNMENT FOLLO«XED BY A COMMITMENT OF FUNDS 10 PVO
T

B
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INK UUUOU 2ZH CLASS: UNCLASSINIED

P 2429147 DEC €6 CRRGE: AID 12/17/86

FM AMEMBASSY COLOMEO APPRV: DIR:RCCHASE

T0 S¥CSTATE WASEDC PRIORITY @S56u DRETD: ;gg:an/rvo:unnans&p:
BT

UNCLAS SECTION ve OF » COLOMEO 29442 CLEAR PRM 1 RDUCL /PR ¢ JE/PL:
: P:WB/RLA:LC/DD:GN ()
AIDAC

REF: (A) STATE 372178 (B) COLOMBO 97963

F.0. 12356: N/A
SURJECT: PVO CO~-FINANCING II (PROJECT J83-01p1)

SUBPROJECTS THROUGH IMPLEMENTING AGREEMENTS) HAS

%“ORaED SATISrACTORILY FOR USAID, TEE GSL, AND PVOS,
QUESTIONS HAVE BEEN RAISED WHICH MUST BE RESOLYED *.
DURING THF DkSIGN PHASE ABOUT WHETHER THIS PROCEDURE
%'TISFIES CUARENT REVUIREMENTS OF & VALID OBLIGATION.

= XOTH THE GSL AND USAID DESIGNATE STAFF FOR TAf °
PRUJECT, THE GSL PROJSCT MANAGEH IS LOCATED IN THE 1
DEPARTMENT OF EXTERNAL RESOURCES OF THE MINIS ¥
PINANCE AND PLANNING. IT-1S CO=MANAG LD bY THE BVQ
COCRDINATING OFFICEK IN THE MINTSTRT OF PLAN
INPLFMENTATION, WEO IS THE PRIMARY CONTACT OF THE PVO
YITh THF GSL. SAE COORDINATES AND EXPEDITES TEE U
SUBPROJLCT AFPROVAL PROCESS AMONG THZ CONCERNED GSL
LINL MINISTRIES, MONITORS PROGRESS DUKING
IMPLEMENTATION, AND SERVES AS A GSL REPRESENTATIVE ON
EVALUATIOV TEAMS. AS WITE THF PREDECFSSOR PROJECT,
TEE USAID PVO OFFICEN WILL BE THF PRIMARY POINT O
CONTACT ¥ITH THE PVO DURING THE EARLY _PROJECT
CONC2PTUALIZATION, SIGNING O¥ SUSPROJECT AGREEMENTS,
AND LATIR FOR MONITORING OF AND REIMBURSEMENT OF THE
APPEOVED SUEPROJFCTS. BOTH THE GSL ARD USAID MUST
CONCUR IN ALL SUZPAOJECT GRANTS.

7. QOPERATION OF PVO CO-FINANCING GRANTS:

= A) ELIGIFILITY FOR CO-FINANCING GRANTS. 10 BE
ELIGIELE TO APPLT YOH A SUBPROJECT GRANT, PVOS MUST
CLEAFLY BE PHIVATE, NON~GOVERNMENT, NCN-PROFIT
OHGANIZATIONS. THLPE IS NO RECUIREMENT “HAT THE
CrGANIZATION OPFRATE ENTINELY wITH VOLVLUTKERS, ROT
MCST CRGANIZATIONS RECEIVING SUPPORT UNJER T4y
Pr.eDLCESSOR PHOJECT SEOwWED AN A:xILITY TO MOBILIZE
SULSTANTIAL VOLUNTEER EFFORTS.

= SHI LANAAN PVOS MUST BE REGISTERED WITE TEE
GCVERNVEN! CF SRI LANaA AS CRARITABLE ORGANIZATIONS
£)eMPT FROM TAYATION (APPROVED CHARITY) AND MUST bE
ReGISTEKZD WITH USAID. THERY WILL B CONSIDERATION *
DLURING THx D«SIGN FHASE OF WHETHER ORGANIZATIONS WITH
CTEEK TYPLS OF LEGAL STATUS (E.G., COOPERATIVES)

]
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SHOULD ALSO BE ELIGIRLE.

- U.S. PVOS MUST HE REGISTERED WITB THE U.S. ADVISORY
COMMITTEE ON VOLUNTARY FOREIGN ‘AID. TO OPERATE IN SRI
LANaA, U.S. PVOS MUST ALSO ENTER INTO A MEMORANDUM OF
UNLZRSTANDING ¥ITH THE GSL MINISTRY OF PLAN
IHPLEMFNTATION ¥EICH ESTABLISBES THE TERMS FOR THE
PVO’S OPEKATIONS IN SRI LANwuA.

- P) CATEGORIES OF SUPPROJECTS: TO BE CONSIDERED
FO4 CO-FINANCING, ] MUST RELATE TO ONE
O THY OVXRALL USAID MISSION STRATEGIV OSJECTIVES OF
(1) TNCREESING AGRICULTURAL PRODUCTION AND/OR INCOMES;
OR (z) INCREASING OFF~FARM EMPLOYMENT OPPORTUNITIES
THROUGH PRIVATE SECTOR DRVELOPMENT.

- BOWEVER, UP TO 1% PERCENT OF CO-FINANCING GRANT
¥YUNDS MAY YE USED FOR PVO SUBPROJECTS RELATED TO OTHER

AGENUY DEVELOPMENT CONCERNS ¥HICH ARS
CoaNTRAL TO Tdk MISSION STRATEGY IN SRI LANaA-

IN ADDITION, PVO SUBPROJECTS WILL GENZRALLY AIM TO
ACBEILVE ONE OR MORE OF THE FOLLOWING SPECIFIC
OBJEUTIVES %hICH CONSTITUTE THE CATE:ORIES OF

1ENT SUEPROJECTS TO BE FUNDED:

= (1) PROMOTE COMMUNITY-BASED, INTEGRATEL RURAL
DEVELOPHENT.

(2) DEVELOP TEE INSTITUTIONAL CAPACITY OF
INDIGENOUS PVOS TO EFFECTIVELY COLLABORATE WITH LOCAL
COMFUNITTES TN CONCEIVING, DESIGNING, IMPLEMENTING AND
EVALUATING DEVELOPMENT ACTIVITIES.

- (3) JINCREASE THE PARTICIPATION QF WOMEN AND

DISADVANTAGED SEGMENTS OF SOCIFTY IN DEVELCPMENT
ACTIVITIES YEICH ADDRESS PRGFIEHS}PECULIAR TO TBEIR

SOCIO-ZCONOMIC STATUS.

- (4) INTROLUCEZ OR APPLY APPROPRIATE TECHNOLOGIES
AT THE LOCAL LEVEL.

e
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SUBJZCT: PYO CO-FINANCING II (PROJECT 383-2101)

- C) FUXTRAER REVIEW CRITERIA: THE FOLLOWING
CR2ITYRIA ARE ALSO TO BE USED IN TEE REVIEW AND
AYPHOVAL OF SUBPHOJECTS:

- (1) SUEPROJECTS MUST BE DFVELOPMENT-ORIENTED,
RATEER THAN WELFARE-OKIENTED.

- (2) TEEZ PVO MUST CLEARLY DEMONS'LRAT: AT LFAST A
:& DT CE4T NON-USAID CONTRIBUTION TO THE SUBPROJECT
(BY TEx PVO, THE GOVERNMENT OF SHI LAN&KA, AND/OR LOCAL
COMMUNITI®S). ALL OTHER ELEMENTS BEING EQUAL
EROPNSALS ¥ITH A GREATER PVO/COMMUNITY CONTRIBUTION
%ILL 4r MOKE FAVOPArLY RECEIVED. Thk MORE ESTAsLISEED
THT PVO, THZ MOKT IT WOULD BE EXPSCTED TO CONTRIBUTZ
FROM FUNDS IT HAS GLNERATED ELSEWHERE.

- (3) BUSINESS OR ECONOMIC ACTIVITIES PROMOTED
SEOULD pE SUSTAINABLE ONUE THE PVO SUEPRCJECT ENDS,
ZV3IN AT A REDUCED LEVEL OF ACTIVITY.

- (a) wITHIN SUBPROJECTS, ASSISTANCE GHRANTS kY
PY0S TO InDIVIDUAL BENEFICIARIES AKE DISCOURAGEL IN
¥AVOUF OF LOANS, REVCLVING FUNDS, OR ASSISTANCE
PrEC2DED SY SUBSTANTIAL BENEFICIARY INPUTS OH ACTION.

- () POSSIBLE NEGATIVE ENVIRONMENTAL CONSEQUENCLS
MUST BE ANALYZED AND MITIGATED.

- D) SU:PROJECT APPHOVAL PROCESS: DUKING THE FINAL
PhOJsCT DsSIGN, THIS PROCESS ¥ILL BE DETERMINLD SO AS
TO ADDR:SS TEE CONCEANS ON VALID OBLIGATION.
CURSENTLY UNDEK THE CO-FINANCING PROJECT, TEE PVO
SUSMITS A SHOAT INITIAL CONUEPT PAPSH WHICH IS
REVISWED RY USAID. 1IF APPROVED, THE PVO PREPARES A
YULL PxOJ}CT PHOPOSAL AND BUDGZT wITE THL ASSISTANCE
OF THE APPROPRIATE GSL LINE MINISTRY. THE PROJECT
FrOPCSAL IS THEN REVIRWED EY 12k GSL (TEE LINE
MINISTKY, TAE MINISTRY OF PLAN IMPLEMINTATION, AND THE
DEPAHTMENT OF EXTERNAL RESOURCES). IF APPROVED AND
KSCOMMENDED kY TEF GSL, THE FULL PROJECT IS GIVEN A
FINAL REVIEwW BY USAID.
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€. VALIDITY OF ANALYSES IN TEE PVO CO-FINANCING PP
AND THE DECEMBER 1983 PP SUPPLEMENT: THE ANALYSES IN
THE ORIGINAL PROJECT PAPER REMAIN ESSENTIALLY VALID,
WITH Tv¥O NOTABLE EXCEPTIONS:

= A) 1Pt OKIGINAL PP OVERESTIMATED TEE NUMEER OF
AMERICAN PVOS LIAELY TO BE INTERESTED IN PVO
SUEPROJECT GHANTS YOR WOR& IN SRI LAN~A, AND PROBABLY
UNDERSTIMATED {HE POTENTIAL NUMBER OF SRI LANuAN
VOLUNTARY OHGAMIZATIONS CAPABLE OF SUCCESSEOULLY
MANAGING GHANTS. TEE PP LISTED TWENTY AMERICAN PVOS
®WITH SOME TYYE OF PROJECT ACTIVITY IN SRI LAN&A, AS
Pri T2E THEN CURRENT LISTING OF U.S5., PVOS OPERATING IN
SEI LANsA IN THE TECENICAL ASSISTANCE INFORMATION
CLYARING rOJSE (TAICH) DIRECTORY OF U.S. OKGANIZATIONS
IN DLVELOPMINT ASSISTANCY ABROAD. THE PP IMPLIED THAT
MANY OF T.® PVOS WEKE LIsELY TO APPLY FOx USAID
SUPPORT ¥OR PROJECTS IN SRI LANsA. THOUGH THE
ONIGINAL LIST WAS PKOBABLY ACCUXATE, LXPFRIENCE HAS
"0V SBOWN THAT ONLY A FEW OF THE AMERICAN PVOS BAD, OR
-OULD BE INTERLSTED IN HAVING, AN ON-TRE-GROUND
PRESINCE IN SRI LAnaA. TRE INVOLVEMENT Of MANY ¢AS IN
The FORM O SMALL GRANTS DIRECTLY TO AN AFFILIATED SHI
LANoAN OrGANIZATION, ONLY }IVE AMLRICAN PVOS (THE
TARGTTED QUTPUT IN THE ORIGINAL PP) EAVE REGRIVED
SUPPORT UNCEx THE PVO CO=FINANCING PROJECT (TeO OF
THESE PVOS AHE NO LONGZR ACTIVE IN SkI LANeA). THRE}
MOrr U.S. PVOS HAVE RECENTLY LAPRESSEL THEIR WISE TO
APPLY YOh GHANTS UNDEK PVO CO-FINANCING II.

- B) SIMILAKLY, THE ORIGINAL PP INCORRECTLY ASSUMED
THAT TEERE WOULD BE CONSIDERABLE DEMAND FOR
COLLABORATIVE SUFPHROJECTS BETWEEN AMEKICAN AND SRI1
LANuAN PVOS, WHERE THE AMERICAN PVO WOULD bE ELLPING
TO BUILD THE CAPACITI OFf THE SRI LANvAN PVO. In FacT,
TzkRk SXEMS TO 5¢ RELATIVELY LITTLE INTEREST BY SRI
LLN~EN PVOS IN SUCF COLLABORATION. OF THIKTY
SUEPROJECTS AT THE TIME OF THE SECOND INTERIM
EYRLUATION, ONLY FOUR SUBPROJECTS ¥ELL INTO TEIS
CATYGOKY. TwQO OF THOSE SUBPHOJECTS, BOTR INVOLVING
{E SAME AMERICAN PVO, YERE CONSIDKRED HIGHLY

” s
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sugJecl: PVO CO-FINANCING II (PROJECT 3eI~vlol)

SUCCLSSFUL. ONE OF THE OTHER TWO ¥A3 CONSIDERED
NOTAELY UNTUCCESS¥UL AND RESULTED IN THE TERMINATION
OF TFL GHANT AND TKANSIER OF THE SUBPROJECT #HOLLY TO

THE SRI LANaAN PARTNER.

= U) THE CONSEQUENCES OF THIS CHANGE ARE AS
FOLLO%S: AMERICAN AND SRI LANGAN PVOS AwE STILL
CONSIDERED EQNALLY ELIGIBLE FOR CO-FINANCING GRANTS.
PROPOSALS ARE JUDGED SOLELY ON THEIX O¥N MFRITS AND ON
THE PYO“S ABILITY TO IMPLEMENT THEM, NOT ON THYING TO
ACHIXVE ANY PRECONCEIVED BALANCE IN THEF NUMEER OF
AMEHICAN VS. SKI LANaAN PYOS. IT IS REALISTIC T0
SAPRCT THAT TEERE WILL BE MANY MORE SRI LANaAN THAN
AMEKRICAN PVOS SUPPOXTED. IT IS ALSQ LILELY TEAT THL
AVEHAGE CO-FINANCING GRANT TO AMFRICAN PVOS wILL BE
LIARGER THAN TO SRI LANaAN P70S, BECAUSE THE FEY
AMEKICAN PVOS NOw IN SRI LANA ALL HAVE PROJECT AND
FINANCIAL MANAGEMENT EXPZRIENCE SUFFICTENT TO MANAGE
KELATIVELY LARGER SURPROJECTS. THOUGH SEVERAL SKHI
LAN. AN PVOS ALSO HAVE THIS CAPACITY, TREHE ARZ MANY
MCEL PVCS WITY POTENTIAL OF RECEIVING CO-FINANCING
SUFPCAT <EICE FITHER wOULD NOT BEAVE THE MANAGEMENT
STHANSTE T0 MAYAGE LARGE CO-FINANCING GHANTS OR WOULD
EE UNAELE TO RAISE COUNTERPART CONTRIBUTIONS, AT THE
PPUSENT STAGE OF fHEIK DEVELOPMENT, SUMFICIENT FOR A
L .6r SUBPROJECT GRANT.

Yo SXTENT OF CHANGE IN TEE FOLLOW-oN PROJECT FROM THS
PEEDECESSOR PROJECT (OBJECTIVES, ACTIVITIES, AND
BENFFICIARIES): CBANGZS AKF BEING MADE IN TSE
ACCYPTAELE SULPROJECT CATECOHIES. THESE ARE PRIMARILY
FOk CONSISTENCY WITE CEANGES IN TEE MISSION STRATEGY.
AMONG THESE THE MAIN SUBSTANTIVE CHANGE IS THE RZMOVAL
OF TEE CATEGORY ACCEPTED UNDER THE PRIOR PROJECT:
QUOTE TC FNYANCE OTHER ASPRECTS OY LEv:IS OF LIVING IN
FOOR, RURAL AND UEBAN COMMUNITIES, SUCH AS HEALTH AND
NUTRITION. ENDUUOTEL. THIS CHAWNGE IS CONSISTENT WITH
THE CURRENT STRATEGY. UNLER THE NEW PROJECT, NOT MOEKE
THAN 15 PERCENT COULD BE GHANTED FOR PVO SUBPROJECTS
FOUUSED PnIMAKILY ON HEALTH EDUCATION OR OTHRR AREAS
OUTSIDE THE STRATEGIC OBJECTIVES. ANY SUCH PROJECT
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NE'D TO BE EXCEPTIONAL DEVELOPMENT OPPORTUNITIES.

THE PROFILE OF BENEFICIARIES UNDER PVO CO-FINANCING II
IS5 NOT EXPECTED TO BE IDENTI}IABLY DIFFERENT THAN

UNDER TEE PHEDLCESSOR PVO CO~-FINANCING PROJECT.

INTSRIM EVALUATIONS CLEARLY ESTABLISHED THAT
SUrPROJECTS AKR BENEY¥ITING AND ENGAGING THE

PARCICIPATION OF THE TARGET POPULATION, NAMELY PEOPLE
FROM THE PCOREST 50 PEk CENT OF THE POPULATION LIVING
URAL AND URBAN COMMUNITIES. AS HEAS LEEN THE CASE

IN R

THE

COLOMBO 9442/v6

LATELY UNDER THE OLD PROJECT, IT WILL REMAIN DIFFICULT
IN TLE NEAR rUTURE 70 SUPPORT PVO PROJECTS IN TEE
EXThEML NORTR AND ¥AST®RN PARTS OF THE COUNTRY, EXCZPT
FOr £ FEW NATIONAL OKRGANIZATIONS CARRYING OUT PROJECTS

£01n
THE

SOME UHGENCY TO IDENTIFY ORGANIZATIONS IN THE NORTH

THZhL AND IN THR SOUTE. AFTER A SETTLLMENT Of

ETHNIC CONFLICT IS REACHED, IT WILL BE A MATTER OF

AND EAST WHICH CAN UNDENTA4E LOCAL DUVELOPMENT

ACTI
lp.

VITIES.

PXOJECT COST: TBE TOTAL COST OF THBIS PAOJ&CT IS

STIMATND AT EIGAT MILLION DOLLARS BROsEN DOWN AS

£0LL

0¥S:

AID CONTRIBUTION
NON-£ID CONTHIBUTION

DOLLARS 9,446,000
DOLLARS 2,954,000

TEE BHEAALOWN OF THE AID CONTRIBUTION BY PROJECTS
COMPONENTS IS EXPECTED TO BE ROUGELY AS FOLLOwS:

[ I I I I B |

11,

"O0-FINANCING II WILL, FROM AN ENVIRONMENTAL

PVO CO=-FINANCING GRANTS DOLLARS 4,500,000

MICRO-GRANTS TO SMALL PVOS)

OK COMMUNITY )

OhRGANIZATIONS): DOLLAKS  25¢,000
BUILDING PVO MANAGEMENT )

SAILLS ): DOLLERS 25,000
PROJECT EVALUATION ¢ DOLLARS 46,000
TOTAL ¢ “DOLLARS b, 046, vvv

RECOMMENDED ENVIRONMENTAL THRESHHOLD DECISION: PVO

IEVPOINT, BE QUITE SIMILAR TO THE PRESENT PVO

ET
rY4
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CO-FINANCING PxOJLCT. THE 1986 INTEkIM EVALUATION OF
THY PRESEVT CO-FINANCING PROJECT FOUND QUOTE NO
INSTANC: OF DETRIMENTAL "FFECTS ON TH: PHYSICAL
INVIRONMANT FHOM PROJECT ACTIVITY UNGUOTY DUE LAKGELY
TO TYE RXLATIVELY SMALL-SCALE AND WIDESPHEAD NATURE OF
SELCTED SUBP®OJECT ACTIVITIES. ACCOKLINGLY, NO
SIGNIFICANT NEGATIVE ENVIRONMENTAL EFFECTS ARK
ANTICIPLT®D FROM THE PROPOSED CO-FINANCINZ PROJECT.

TO ZNSUXE THAT THIS STATEMENT REMAINS TRUE, ALL
SUePROJ2CT PHOPOSALS WILL SE REQUIRED TO INCLUDE BRIEF
ASSISSMTNTS OF THE EXTENT AND VATURZ Or ANY POTENTIAL
ENVINCNMENTAL IMPACTS ASSOCIATED WITH A PROPOSED
ACTIVITY. TELSE ASSESSMENTS WILL TEEN p¥ KEVIEWED BY
TYE USAID PRUJECT REVIEW COYMITTEE (INCLUDING TAE
MISSION ENVIRONMENTAL OFFICNR) TO DETERMINE IF ANY
ACYERSF ENVIAONMENTAL RFFECTS AKE ANTICIPATED FROM A
GIVEN ACTIVITY; AND, IF WARRANTED, TO RECOMMEND
APPHRCFRIATE MITIGATIVE MEASURES TO PROPERLY AMELIORAYE
ANY SICR FFFECTS. BASRD ON THE ABOVE, A NEGATIVE
EVVIAOAMLNTAL THRESHHOLD DET:RMINATION IS RECOMMENDED
FOR THIS PHROJECT PUHSUANT TO SECTION 216.2(C)(1)(1) oF
Tte KEVISED AGENCY ENVIRONMENTAL PROCEDUKES.

12. DESIGN (SSUFS: THE FOLLOWING ISSUFS WILL BE
"ISCLVZL LURING THE PP LESIGN PROCESS. TREY HAVE BEEN

ALLVDSD TO PREVIOUSLY,

= A) LEGALITY OF TEE FUNLDING MECBANISM. THF
WUFSTIOV OF TEE VALIDITY OF THE PROCFDURES FOR
O2LIGATING AND COMMITTING FUNDS UNDER THE OLD PROJECT,
GIVeN TEE JOINT GSL AND USAIL APPROVAL PROCESS, MUST

B KESOLVID. IF TEi PHOCEDURES AKE NOT VALID, A NEY
FUNDING MEGRANISM YILL HAVE TO BE DESIGNED.

= B) MICHO-GKANTS. A MECHANISM WILL HAVE TO BE
DESIGNED XOR FUNDING, MANAGING, AND REVIEWING TRE
LYPTHIMENIAL MICKO~GRANTS COMFONENT DISCUSSED ABOVE IN

SECTION &.B. DECISIONS YILL ALSO BAVE TO BZ MADY
ArQUT THY TYPES OF LOCAL ORGANIZATIONS ELIGIELE FOR ¥

TEYX MICRO-GRANTS.
= C) ELISIFILITY YOk SUBPROJECT GHANTS. TEE ISSUE

- e - o - a—

UNCLASSIFILD
AID 12/17/kb
DIR:RCCHASE

PRM:JE/PVO:NMAMFSAN :,

YCC

PRM:RDMCL/PRM:JL/F D,
P:dB/RLA:LC/DD:GN /MY

+  UNCLASSIFIED A-16 COLOMBO W442/27

TP® sse s wan son o cUBwmE e

]

EA)

o

65 *


http:1FISU.iE

"M'§IASS IFIED | COLOMYO a4z/o?

OF ¥EALT TYPES OF OéCKhIZATIONS ARE ELIGIXLY ¥OR
CO-FINANCING SUBPROJECT GRANTS ¥ILL BE REVIEWED.
POSSIBLY NO CHANGE IS NFEDED, HOWEVER, THE MISSION

MaY DECIDE TO kHOADAN TRE CRITERIA SOWfNEAT TO INCLUDE
CUCPIMATIVES OR OTHER 1YPES OF ORGANIZATIONS NOT

REGISTERLD EY THE GSL AS QUOTE CHARITABLE
ONGANIZATIONS ENDQUOTE.

= D) AS Py HEF (A), CONSIDERATION wILL }E GIVEN TO
TEE FOSSILILITIES OF CREATING A BETTER QUANTITATIVE
B&TA BASZ FOk THE EVALUATION OF SUEPROJECTS AND THE
PRCJUCT AS A %HOLS.

= 3) AN APPROFRIATE MECHANISM WILL BE DESIGNED TO
PHCVIDL TYCENICAL ASSISTANCE AND TRAINING TO
INDISENOUS PVOS, AS PER SECTION 5.C.

= F¥) APAST FROM TEE DESIGM OF 1HE MICRO-GRANT
FROGRAM, a STHATSGY WILL BE CONSIDERED FOR BROADENING
THI 2ANGE OF SMALLER NATIONAL OR REGIONAL PVOS
“TCXIVING REGULAR CO-FINANCING SUBPROJECTS GRANTS.

» . INFOEMATION ON THZ PID FACESHEET IS GIVEN BELOW:

- 2L0CA 1 A
- 2L0OCr ¢ ¢ SRI LANsA
- rLOC. & ¢ 335 ploil
- 2LOC+ 4 ¢ A. ANE
- B. 93
- 2LOC. = ¢ PVYO CO-FINANCING II
- BLCCn & ¢ A, FY &7
- b. FY E9
- c. 93
- PLOC~ 7 : A. DOLS 5,046
- B. -
- C. DOLS 2,954
- D. -
- TOTAL - 8,0v0
- ELQC. B .
1.8.0V), t.2%0, Cl.979,24¥, D1.DOLS 1,846 E1.DOLS 2,946
Z.H.SD).. Bo?b”. CI-BQU DIODOLS 1.5““ EIQDOIS 2.5””
- eLOCu 9 : SECONDARY TECHNICAL CODES:
a bdv, @70, 11k, 24¢, <dv.
o'l
#9442
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=

ELOCA 1¢ 249~2
BLOCA 11 SPECIAL CONCERNS CODES:
PART, PYOU, PVON, TECH, FQTY, INTR.
BLOCA 12 : TO ENEANCE OPPORTUNITIES FOR LOCAL
COMMONITIES TO PARTICIPATE IN THEIR OuN
DEVELOPMENT BY INCREASING THE
INVOLVEMENT AND EFFECTIVENESS OF PVOS
CONDUCTING DEVELOPMENT ACTIVITIES.
BLOC+ 13 : IT IS PROPOSED TO CONTRACT TEE SERVICES
OF INTERNATIONAL CONSULTANTS AND/OK
OFETAIN AID/Y EXPERTISE TO PREPARE PP.
ESTIMATED COST DCULAxS ¥FIFTFEN
THOUSAND.
ROB¥RT C. CHASE, DIRECTOR

BLCCA 14

l¢. PROJECT DPESIGN STRATEUY. THE MISSION PLANS T0
ENGASE T=C CONSULTANTS FOR TEE PREPARATION OF TRE
PHOJWCT PAPER. IT SHOULD BE POSSIBLE TO OBTAIN THE
SLEVICES OF AN INTXKNATIONAL CONSULTANT RESIDENT IN
SEI LANAA ¥Or DOING TH: RULa OF THE PROJECT PAPER
PLLPARATION., IT WILL PROBABLY BE NECESSAKY TO BRING A
SECOND CONSULTANT (OR AN AID/Y STAFF MEMBFR) FAMILIAR
¥ITH PVO CO-FI PROJFCTS FOR A SAORTER PERIOD TO HELP
DEAL WITHE TEE SPECIAL DESIGN ISSUES NOTED ABOVE.
‘I;gﬂgN TECUSEND DOLLARS IS BUDGETED FOUR THE DESIGN

) " .

S. FAKLY HEVIEY OF THIS ABBREVIATED PID IS REQUESTED
IY AID/VASHINGTION. ALTERNATELY, IN LIGHT OF THE MINOR
CHANGLS FhOM THE PREDECFSSOR PROJECT, AUTHORITY TO
AYPROVE TEIS ARBREVIATED PID AT THE MISSION IS
HEVUESTED, OR TOTAL WAIVER OF PID REQUIREMENTS. THE
PROJZCT PAPYR WILL BE APPROVED AND AUTHORIZED IN TEE
MISSION. SPAIN

&T
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APPENDIX B
PROJ ECT DESIGN SUMMARY

LOGICAL FRAMEWORK

Progect Title & Number: _ _PV0 Co=Fin-necins 11 = 3073=0101

Life of Projacs:

From FY —Lb FY _‘2_]_

Totol U. S. Fuading 5. 1 N
Dote Prepored: l‘.[L Zai -

NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTANT ASSUMPTIONS
Progrem or Sector Goal: Tha beoader objective to Measures of Goal Achisvement: Assumptions for Gl.c'll.'u'lg goal targels:
whuch this project gontnbutes: I . caged ~oductivit d c teal bauk tatistics That the PVOUs can asuist
To  Yncredst the number and diversit) nereaged productivity an entral bauk statistics
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living
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APPEIDIX C

XXX
'5C(2) - PROJECT CHECKLIST

Listed below are statutory criteria applicable
to projects. This section is divided into two
parts. Part A includes criteria applicable to
all projects. Part B applies to projects funded
from specific sources only: B(l) applies to all
Projects funded with Development Assistance;
B(2) applies to pProjects funded from Development
Assistance loans: and B(3) applies to projects
funded from ESF.

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO
DATE? HAS STANDARD ITEM
CHECKLIST BEEN REVIEWED FOR
THIS PROJECT?

A. GENERAL CRITERIA FOR PROJECT

1. FY 19387 Continuing Resolution Sec. 523;
EAA Sec, 634A. Describe how By Congressional
authorization and appropriations Notification
committees of Senate and House have

been or will be notified concerning
the project.

2. FAA Sec. 611(a)(1l). Prior to obligation
in excess of $500,000, will there be (a) Yes
(a) engineering, financial or other plans (b) Yes
necessary to carry out the assistance,
and (b) a reasonably firm estimate of the
cost to the U.S. of the assistance?

3. FAA Sec. 611(a)(2). 1If legislative
action is required within recipient N/A
country, what is basis for reasonable \
expectation that such action will be
completed in time to permit orderly
accomplishment of purpose of the
assistance?

4. FAA Sec. 611(b): FY 1987 Continuing

Resolution Sec. 501. If project is for N/a
water or water-related land resource

construction, have benefits and costs

been computed to the extent practicable

in accordance with the principles,

standar.., and procedures established

pursuant to the Water Resources Planning

Act (42 U.s.C. 1962, et seq.)? (See

A.1.D. Handbook 3 for guidelines.)

73"



5. FAA Scc. tll(e). If project is capital

assistance (e.qg., construction), and
total U.5. assistance for it will exceed
$1 million, has Mission Director
certified and Regional Assistant
Administrator taken into consideration
the country's capabllity effectively to
maintain and utilize the project?

6. FEAA Sec. 209. 1Is project susceptible to
execution as part of regional or
multilateral project? 1If so, why is
project not so executed?
conclusion whether assistance will
encourage regional development programs,

7 FAA Sec. 601(a). Information and
conclusions on whether projects will
encourage efforts of the country to:
(a) increase the flow of intecnational
trade; (b) foster private initiative and
competition; (c) encourage development
and use of cooperatives, credit unions,
and savings and loan associations:

(d) discourage monopolistic practices:
(e) improve technical efficiency of
industry, agriculture and commerce; and
(f) strengthen free labor unions.

8. FAA Sec. 60l(b). Information and

conclusions on how project will encourage
U.S. private trade and investment abroad
and encourage private U.S. participation
in foreign assistance programs (including
use of private trade channels and the
services of U.S. private enterprise).

" 9. FRAA Secs. 612(b). _636(h). Describe steps

taken to assure that, to the maximum
extent possible, the country is
contributing local currencies to meet the
cost of contractual and other services,
and foreign curreancies owned by the U.S.
are utilized in lieu of dollars.

10. FAA Sec. 612(d). Does the U.S. own

excess foreign currency of the country
and, if so, what arrangements have been
made for its release?

Information and

N/A

No

(a) N/A
(b) Yes
(c) Yes
(d) N/A
{(e) Yes
(£) N/A

U.S. PVOs will take part
in implementing Sub .
projects

Generally a matching contri-
bution is expected but the
non-USAID contribution shoul<
be at least 25% of the sub-
project costs, An estimatecd
35% of project costs will be
met by non~USAID contribu-
tions. No U.S. owned Sri

( Lanka rupees are available

( for project expenditure.
No



1l.

12,

13.

Y 1987 Continuing Resolution Sec. 521.
1f assistance is for the production of
any commodity for export, is the
commodity likely to be in surplus on
world markets at the time the resulting
productive capacity becomes operative,
and is such assistance likely to cause
substantial injury to U.S. producers of
the same, similar or competing commodity?

FY 1987 Continuing Resolution Sec. 558
(as interpreted by conference report).

If assistance is for agricultural
development activities (specifically, any
testing or breeding feasibility study,
variety improvement or introduction,
consultancy, publication, conference, or
training). are such activities (a)
specifically and princigpally designed to-
increase agricultural exports by the host
country to a country other than the
United States, where the export would
lead to direct competition in that third
country with exports of a similar
commodity grown or produced ‘in the United
States, and can the activities reasonably
be expected to cause substantial injury
to U.S. exporters of a similar
agricultural commodity; or (b) in support
of research that is intended primarily to
benefit U.S. producers?

FY 1987 Continuing Resolution Sec. 559.
Will the assistance (except for programs
in Ccaribbean Basin Initiative countries
under U.S. Tariff Schedule "Section 807,"
which allows reduced tariffs on articles .
assembled abroad from U.S.-made
components) be used directly to procure
feasibility studies, prefeasibility
studies, or project profiles of potential
investment in, or to assist the
establishment of facilities specifically
designed for, the manufacture for export
to the United States or to third country
markets in direct competition with U.S.
exports, of textiles, apparel, footwear,
handbags, flat goods (such as wallets or
coin purses worn on the person), work
gloves or leather wearing apparel?

N/A :

(a). No
(b) Nq

No

754
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14. FAA Sec. 118(c). Does the assistance

comply with the environmental procedures
set forth in A.I.D. Regulation 16? Does
the assistance place a high priority on
conservation and sustainable management
of tropical forests? Specifically, does
the assistance, to the fullest extent
feasible: (a) stress the importance of
conserving and sustainably managing
forest resourc2s; (b) support activities
which offer employment and income
alternatives to those who otherwise
would cause destruction and loss of
forests, and help countries identify

and implement alternatives to colonizing
forested areas; (c) support training
programs, educational efforts, and the
establishment or strengthening of
insctitutions to improve forest
management; (d) help end destructive
slash-and-burn agriculture by supporting
stable and productive farming practices;
(e) help conserve forests which have not
yet been degraded, by helping to increase
production on lands already cleared or
degraded; (f) conserve forested
watersheds and rehabilitate those which
have been deforested; (g) support
training, resea..h, and other actions
which lead to sustainable And more
environmentally sound practices for
timber harvesting, removal, and
processing: (h) support research to
expand knowledge of tropical forests

and identify alternatives which will
prevent forest destruction, loss, or
degradation; (i) conserve biological
diversity in forest areas by supporting
efforts to identify, establish, and
maintain a representative network of
protected tropical forest ecosystems

on a worldwide basis, by making the
establishment of protected areas a
condition of support for activities
involving forest clearance or
degradation, and by helping to identify
tropical forest ecosystems and species
in need of protection and establish and
maintain appropriate protected areas;
()J) seek ¢o increase the awareness of

Yes

N/A

75
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le.
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- 11 -

U.S. government agencies and other donors
of the immediate and long-term value of
tropical forests; and (k) utilize the
resources and abilities of all relevant
U.S. government agencies?

FAA Sec. 119(q)(4)-(6). Will the

assistance (a) support training and
education efforts which improve the
capacity of recipient countries to
prevent loss of biological diversity;

(b) be provided under a long-term
agreement in which'the recipient country
agrees to protect ecosystems or other
wildlife habitats: (c) support efforts
to identify and survey ecosystems in
recipient countries worthy of

protection: or (d) by any direct or
indirect means significantly degrade
national parks or similar protected areas
or introduce exotic plants or animals
into such areas?

FAA 121(d). If a Sahel project, has a
determination been made that the host
government has an adequate sysem for
accounting for and controlling receipt
and expenditure of project funds (either
dollars or local currency generated
therefrom)?

FY 1987 Continuing Resolution Sec. 532.

Is disbursement of the assistance
conditioned solely on the basis of the
policies of any multilateral institution?

UNDING CRITER FOR_PROJECT

l.

Development Assistance Project Criteria

a. FAA Secs. 102(b), 111, 113, 281(a).

Describe extent to which activity
will (a) effectively involve the poor
in development by extending access to
economy” at local level, increasing
labor-intensive production and the
use of appropriate technology,
dispersing investment from cities

to small tewns and rural areas, and

No .

N/A

No

(a) The Sub project will
mainly benefit the rural
poor by increasing their
income and productivity.



insuring wide participation of the poor
in the benefits of development on a
sustained basis, using appropriate U.S.
institutions: (b) help develop
cooperatives, especially by technical
assistance, to assist rural and urban
poor to help themselves toward better
life. and otherwise encourage democratic
private and local governmental
institutions; (c¢) support the self-help
efforts of developing countries; (d)
promote the participation of women in the
national economies -of developing
countries and the improvement of women's
status; and (e) utilize and encourage
regional cooperation by developing
countries.

FAA Secs. 103, 103A, 104, 105, 106,
120-21. Does the project fit the
criteria for the source of funds
(functional account) being used?

FAA Sec. 107. 1Is emphasis placed on use

of appropriate technology (relatively
smaller, cost-saving, labor-using
technologies that are generally most
appropriate for the small farms, small
businesses, and small incomes of the
poor)?

FAR Secs. 110, 124(d). Will the

recipient country provide at least

25 percent of the costs of the progranm,
project, or activity with respect to whch
the assistance is to be furnished (or is
the latter cost-sharing requirement being
waived for a "relatively least developed"

country)?

FAA Sec. 128(b). 1If the activity

attempts to increase tle institutional
capabilities of private orgznizations or
the government of the country, or if it
attempts to stimulate scientific and
technological research, has it been
designed and will it be monitored to
ensure that the ultimate beneficiaries
are the poor majority?

(b) The project does not involve
cooperatives directly, but the
cooperatives will benefit
indirectly by way of technical
assistance through PVOs,

(c) The project will principally
be focussed on self-help
activities to benefit the poor.

(d) The project will address ths
active participation of wamen
in all activities.

(e) The project includes a

small camponent of training
activities in regional
countries.

Yes

. Yes

Yes

Yes

77
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FAA Sec. 281(b). Describe extent to

which program recognizes the particular
needs, desires, and capacities of the
people of the country; utilizes the
country's intellectual resources to
encourage institutional development; and
supports civil education and training in
skills required for effective
participation in governmental processes
essential to self-government.

FY 1987 Continuing Resolution Sec. 540.
Are any of the funds to be used for the

performance of abortions as a method of
family planning or to motivate or coerce
any person to practice abortions?

Are any of the funds to be used to pay
for the performance of involuntary
sterilization as a method of family
planning or to coerce or provide any
financial incentive to any person to
undergo sterilizations?

Are any of the funds to be used to »~:
for any biomedical research which
relates, in whole or in part, to methods
of, or the performance of, abortions or
involuntary sterilization as a means of
family planning?

FY 1987 Continuing Resolution. 1Is the

agssistance being made available to any
organization or program which has been
determined to support or participate in
the management of a program of coercive
abortion or involuntary sterilization?

If assistance is from tle population
functional account, are any of the funds
to be made available to voluntary family
planning projects which do not offer,
either directly or through referral to or
information about access to, a broad
range of family planning methods and
services?

FAR Sec. 601(e). Will the project

utilize competitive selection procedures
for the awarding of contracts, except
where applicable procurement rules allow
otherwise?

Based on experience with PVO
Co~financing I, this project
aims at upgrading the indi-

genous PVOs by bringing them
to<atﬂgher]£Nel1of<2¢abi-
lity and influence to serve

the poor. ‘

No

No

. No

No

N/_A

Yes

79



FY 1987 Continuing Resolutjon. How much
ol the funds will be available only for
activities of economically and socially
disadvantaged enterprises, historically
black colleges and universities, and
private and voluntary organizations which
are controlled by individuals who are
black Americans, Hispanic Americans, or
Native Americans, or who are economically
or socially disadvantaged (including
women)?

FAA Sec. 118(c)(13). If the assistance
will support a program or project
significantly affecting tropical forests
(including projects involving the
planting of exotic plant species)., will
the program or project (a) be based upon
careful analysis of the alternatives
available to achieve the best sustainable
use of the land, and (b) take full
account of the environmental impacts of
the proposed activities on biological
diversity?

FAA Sec. 1168(c)(14). Will assistance

be used for (a) the procurement or use

of logging equipment, unless an
environmental assessment indicates that
all timber harvesting operations involved
will be conducted in an enviroamentally
sound manner and that the proposed
activity will produce positive economic
benefits and sustainable forest
management systems; or (b) actions which
significantly degrade national parks or
similar protected areas which contain
tropical forests, or introduce exotic
plants or animals into such areas?

FAA Sec. 118(c)(15). Will assistance be
used for (a) activities which would
result in the conversion of forest lands
to the rearing of livestock: (b) the
construction, upgrading, or maintenance
of roads (including temporary haul roads
for logging or other extractive
industries) which pass through relatively
undegraded forest lands; (c) the
colonization of forest lands; or (d) the
construction of dams or other water

Such organizations will
be advised of the project
and invited to submit
proposals. Contracts

for technical services
are also possible through
IQC's.,

N/A

N/A

N/A

[7¢



control structures which flood relatively
undegraded forest lands, unless with
respect to each such activity an
environmental assessment indicates that
the activity will contribute 4
significantly anq directly to improving
the livelihood of the rural poor and will
be conducted in an environmentally sound
manner which supports sustainable
development?

2. Development Assistance Project Criteria
(Loans only) .

C.

-

FAA Sec. 122(b). Information and
conclusion on capacity of the country to
Lepay the loan at a reasonable rate of
interest.

FAA Sec. 620(d). 1If assistance is for
any productive enterprise which will
compete with U.S. enterprises, is there
an agreement by the recipient country to
Prevent export to the U.S. of more than
20 percent of the enterprise's annual
production during the life of the loan,
or has the requirement to enter into such
an agreement been waived by the President
because of a national security interest?

1987 Continuing Resolution. If for a
loan to a private sector institution from
funds made available to carrcy out the
Provisions of FaAA Sections 103 through
106, will loan be provided, to the
maximum extent pPracticable, at or ncar
the prevailing interest rate paid on
Treasury obligations of similar maturity
at the time of obligating such funds?

EAA Sec. 122(b). Does the activity
give reasonable promise of assisting
long-range plans and programs designed
to develop economic resources and
increase productive capacities?

N/A

§yox
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onomic Su u t N/A

a. c. 531(a). Will this assistance
promote economic and political
stability? To the maximum extent
feasible, is this assistance consistent
with the pelicy directions, purposes, and
programs of Part I of the FAA?

b. FAA Sec. 531(e}. Wil)l this assistance be

used for military or paramilitary
purposes? .

c. ISDCA of 1985 Sec. 207. Will ESF funds

be used to finance the construction,
operation or maintenance of, or the
supplying of fuel for, a nuclear
facility? 1f so, has the President
certified that such country is a party to
the Treaty on the Non-Proliferation of
Nuclear Weapons or the Treaty for the
Prohibition of Nuclear Weapons in Latin
America (the "Treaty of Tlatelolco"),
cooperates fully with the IAEA, and
pursues ionproliferation policies
consistent with those of the United
States? -

d. FAA Sec. 609. 1If commodities are to be
granted so that sale proceeds will accrue
to the recipient country, have Special
Account (counterpart) arrangements been
made?

g/



5C(3) - STANDARD ITEM CHECKLIST

Listed below are the statutory items which
normally will be covered routinely in those
provisions of an assistance agreement dealing
with its implementation, or covered in the
agreement by imposing limits on certain uses of
funds.

These items are arranged under the general
headings of (A) Procurement, (B) Construction,
and (C) Other Restrictions.

A. PROCUREMENT
l. FAA Sec. 602(a). Are there arrangements

to permit U.S. small business to
participate equitably in the furnishing
of commodities and services financed?

2. FAA Sec. 604(a). Will all procurement be

from the U.S. except as otherwise
determined by the President or under
delegation from aim?

3. FAA Sec. 604(d). If the cooperating

country ¢ . .criminates against marine
insurance companies authoriz'.d to do
business in the U.S., will commodities be
insured in the United States against
marine risk with such a company?

4. FAA Sec. 604(e): ISDCA of 1980 Sec.
705(a). 1I1f non-U-S. procurement of
agricultural commodity or product thereof
is to be financed, is there provision
against such procurement when the
domestic price of such comnodity is less
than parity? (Exception where commodity
financed could not reasonably be procured
in U.s.)

5. FAA Sec. 604(q). Will construction or

engineering services be procured from
firms of advanced developing countries
which are otherwise eligible under Code
941 and which have attained a competitive
capability in international markets in
one of these areas? (Exception for thoge

Yes

Yes

N/A

N/A

N/A



10.

countries which receive direct economic
assistance under the FAA and permit
United States firms to compete for
construction or engineering services
financed from assistance programs of
these countries.)

FAA Sec. 603. 1Is the shipping excluded
<

from compliance with the requirement in
section 901(b) of the Merchant Marine Act
of 1936, as amended, that at least

50 percent of the gross tonnage of
commodities (computed separately for dry
bulk carriers, dry cargo liners, and
tankers) financed shall be transported on
privately owned U.S. flag commercial
vessels to the extent such vessels are
available at fair and reasonable rates?

FRA Sec. 621l(a). 1If technical assistance
is financed, will such assistance be
furnished by private enterprise on a
contract basis to the fullest extent
practicable? will the facilities and
resources of other Federal agencies be
utilized, when they are particularly
suitable, not competitive with private
enterprise, and made available without
undue interference with domestic programs?

International Air Transpogtation Fair
Competitive Practices Act, 1974. 1If air
transportation of persons or property is
financed on grant basis, will U.s.
carriers be used to the extent such
service is available?

87 Co nu Resolution Sec. 504.
It the U.S. Government is a party to &
contract for procurement, does the
contract contain a provision authorizing
termination of such contract for the
convenience of the United States?

87 Continu Resolutio ec. .
If assistance is for consulting gervice
through procurement contract pursuant to
5 U.S.C. 3109, are contract expendituraes
a matter of public record and available
for public inspection (unless otherwise
provided by law or Executive order)?

N/A

Yes

Yes

Yes

N/A

N/A

g3



B. CONSTRUCTION

1.

2.

FAA Sec. 601(d). 1If capital (e.q..

construction) project, will U.S,
engineering and professional services be
used?

FAA Sec., 611(c). If contracts for

construction are to be financed, will
they be let on a competitive basis to
maximum extent practicable?

FAA Sec. 620(k). 1If for construction of
productive enterprise, will aggregate
value of assistance to be furnished by
the U.S. not exceed $100 million (except
for productive enterprises in Egypt that
were described in the CP), or does
assistance have the express approval of
Congress?

C. OTHER RESTRICTIONS

1.

FAA Sec., 122(b). 1If development loan

repayable in dollars. is interest rate at
least 2 percent per annum during a grace
period which is not to exceed ten years,
and at least 3 percent per annum
thereafter?

FAA Sec. 301(d). If fund is established
gsolely by U.S. contributions and

administered by an international
organization, does Comptroller General
have audit rights?

FAA Sec. 620(h). Do arrangements exist

to insure that United States foreign aid
is not used in a manner which, contrary
to the best interescs of the United
States, promotes or assists the foreign
aid projects or activities of the
Communist-bloc couritries?

N/A

N/A

N/A

N/a

N/A

Yes

5



4. Will arrangements preclude use of
financing:

b.

£.

0 : 8 on ui

u n _Se 540. (1) To
Pay for verformance of abortions ag
a method of family Planning or to
motivate or coerce persons to
practice abortions; (2) to pay for
performance of involuntary
sterilization as method of family
Planning, or to coerce or provide
financial incentive to any person to
undergo sterilization; (3) to pay for
any biomedical research which
relates, in whole or part, to methods
or the performance of abortions or
invcluntary sterilizations as a means
of family planning; or (4) tc lobby
for abortion?

FAA Sec. 483. To make reimburse-

bursements, in the form of cash
payments, to persons whose illicit
drug crops are eradicated?

EAA Sec. 620(g). To compensate

owners for expropriated or
nationalized property, except to
compensate foreign nationales in .
accordance with a land reform program
certified by the President?

FAA Sec. 660. To provide training,

advice, or any financial support for
police, prisons, or other law
enforcement torces, €xcept for
narcotics procrams?

FAA Sec. 622. For CIA activicies?

AA Sec. 636 . For purchase, sale,
long-term lease, exchange or guaranty
of the sale of motor vehicles
manufactured outside U.S., unless a
waiver is obtained?

F{ 1987 Continuing Resolution Sec
503. To pay pensions, annuities,
retirement pay, or adjusted service
compensation for military personnel?

Yes

" Yes

Yes:

Yes

Yes

Yes

Yes

g5



1987 Continuing Resolution Sec. 505.
To pay U.N. assessments, arrearages or
dues?

FY 1987 Continuing Recolution Sec. 506.

To carry out provisions of FAA section
209(d) (transfer of FAA funds to
multilateral organizations for lending)?

EY 1987 Continuing Resolution Sec. 510.
To finance the export of nuclear
equipment, fuel, or technology?

FY 1987 Continuing ‘Resolution Sec. 511.
For the purpose of aiding the efforts of
the government of such country to repressg
the legitimate rights of the population
of such couatry contrary to the Universal
Declaration of Human Rights?

FY 1986 Contjinuing Resolution Sec. 516.

To be used for publicity or propaganda
purposes within U.S. not authorized by
Congress?

Yes

Yes

Yes

Yes

Yes-

A
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DEPARTMENT OF EXTERNAL nesouces - O Bo% 277 Colombo 2.
Ministry of Finance and Planning
By Hand h{ July 1987

Mr. Gary Nelson,
Acting Director,
USAID.

Dear Mr.Melson,

P.V.0. Co=financing Project II

On Yehalf of the Government of Sri Lanka we wish to
make a formal request for USAID assistance for urdertaking a
“follow - on project to the currently on-going P.V.O. ¢o=-Financing
Project. AS you are aware a follow-on project was strongly
recommended by the P.V.0. Co-finencing Evaluatior Team in their
Second Interim Evaluation Report of July 1986. The purpose,
objectives & management structure of the proposed new project
would be basically the same as in th2 present project, except
for a few changes aimed at " fine tuning" the functioning of
the project. The main intertion would be to enharce opportuni-
oties for local communities to participate in their own develop-
-ment by increasing the involvement and effectiveness of private

voluntary organisations.

The new project is designed to support P.V.0. activitiea
in the fields of agriculture, rural development and nutrition and
also assist in selected development activity such as privatisation.
Proposals to be supported under the new project’ would be approved
by a three member Committee cunsisting of representatives of the
Ministries of Finance and Planning and Plan Implementation and the
USAID Mission in Colombo.

It is anticipated that the new project will be implemented
over a 6 year period commencing in the Second half of 1987.

To assist us in undertaking this programme we request USAID
assistance in a sum of us § 5.046 million as an outright grant to
be disbursed over the life of the project. The P.V.0. contribution
in both cash and kind is estimated at 25% of total project costs.

We shall be grateful if you would obtain the forral concurre=-
nce of your authorities for the USAID support requeated for the
P.Ve0:. Co financing Project II.

Yours sincerely,

ﬂeL‘vlw. (w7

( Me.Ae. Houlm.d )
Director,
External Resources.



DR"":T APPENDIX E.1 TO E.3

APPENDIX E

DRAFT GUIDELINES AND PROCEDURES
FOR THE USAID/SRI LANFA PVO CO;FINANCING PROJECT II
383-0101

Appendix E consists of the draft guidelines to assist
interested PVOs in applying for funding under the project. The
focus is on PVO sub-project grants and on intermediary
organizations interested in managing a micro-grant program,
After negotiation between the GSL and USAID, the guidelines
will be issued as an official project document.

Sections 1 to 3 of the draft are not presented in the
Appendix, as they have already been incorporated into the body
of the Project Paper. They include the following:

E.1 - PVO Registration
E.2 - Criteria for Selection of Proposals:

E.3 - Proposal Preparation

Sections 4 through 9 are presented on the following- pages

S(
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APPENDIX E.4

GRANT REVIEW PROCEDURES

After the PVO completes its design work and prepares a
proposal in accordance with the guidelines it submits the
proposal for approval to the offices responsible for review. A
flow chart indicating the review process is found in Figure
E.4.1. The proposal is first sent to the Ministry of Plan
Implementation, which has responsibility for coordinating all
PVO activities.

The MOPI will, within one week of receipt of the proposal,
distribute copies of it to:

(1) the USAID PVO Officer

(2) the Additional Director, Department of External Resources
(3) the GSL Line Ministry/Ministries concerned |

(4) the PVO Association, when one is approved by GsﬁﬁandLUSAID;

The agencies listed above shall review the proposals in
detail and forward their comments and/or concurrence to the
MOPI, within three weeks of receipt of proposals.

Then, the GSL Proposal Review Group, consisting of the
Secretary of MOPI or his nominee, the Additional Director of
External Resources or her nominee, and the USAID PVO officer
shall review all proposals on the first Wednesday of each month
or more often, if necessary. The USAID PVO officer will, as a
member of the committee, be responsible for ensuring that
proposals meet AID's criteria, as set forth in the Project
Grant Agreement and act as a liaison between the PRG and the
USAID Project Review Committee.

In view of the generai experience with a large number of
PVO proposals, the Proposal Review Group will be particularly
alert to the following:
(1) Proposals which are poorly conceived and badly presented;
(2) Proposals which set forth unrealistic goals and targets;

(3) Proposals whic“ lack a plausible design strategy for
achieving obje ves

(4) Proposals which lack a plausible implementation plan;
(5) Proposals with inordinately high cost/benefit ratios;

(6) Proposals with budgets having inordinately high and/or
improperly calculated overhead rates;
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(7) Proposals which do not represent a collaborative endeavor;
(8) Proposals which appear to be technically unsound;

(9) Proposals which may incur negative environmental impacts

If the PRG finds the proposal acceptable, it will make its
recommendations to the Director, Department of External
Resources, who is responsible for coordination of all foreign
donor assistance.

The Department of External Resources then forwards the
proposal to USAID, indicating that the Proposal Review Group as
approved the proposal, and the Director, USAID will then enter
into an Implementing Agreement with the PVO.

Proposal Review Within USAID

The USAID PVO officer, on receipt of the proposal from
MOPI, will circulate the proposal among the members of the
USAID Project Review Committee for their concurrence. The
Project Review Committee will consist of:

1) Program Officer (Chairperson)
2) PVO Officer
3) Economist
4) Chief, Office of Projects
5) Controller

Other Mission staff may be asked to participate in the
review of proposals involving a particular area of expertise,
e.g., agricultural, private enterprise, etc. Mission staff
with technical expertise in a particular area may also be asked
to assist PVOs in developing their proposals if deemed

necessary. The views of the USAID Project Review Committee
will be conveyed to the PRG by the USAID PVO Officer.

Gex
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FIGURE E.4.1
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GUIDELINES FOR ANALYSIS

APPENDIX E.5

PVO proposals are analyzed by the PRG to ensure that they
are economically and socially sound, technically, financially
and administratively feasible and do not have harmful impacts
on environment. The following guidelines are to be considered
by PVOs applying for funding since they will be judged on the
basis of these analyses. The USAID Project Review Committee
will review propcsals also to verify that sub-project proposals
meet their stipulated criteria. Training and Workshop
proposals are not required to provide these analyses except
where specifically relevant.

E.S5.1 Economic Analysis

The PRG will analyze each proposal for likely economic
recurn and cost effectiveness. For "directly productive'
activities, the net return to the individual producers must be
shown to be sufficiently attractive to undertake the intended
activity. 1In all cases, the cost effectiveness of the proposal
will be assessed to determine the economic viability.

Proposals should include the degree of economic viability
which is expected from the PVOQ sub-project or micro-grant
project. Measures of economic benefits expected to be gained
from the proposals and to justify the proposals are required.
Proposals which will be favored include use of (1) local
materials; (2) locally available labor and unemployed or
under-employed labor; (3) locally-made and/or repairable tools
and equipment and (4) paraprofessional technical, health and
education workers. The GSL's economic policies affecting
product prices, labor costs, etc., also can have a profound
positive or negative impact on sub-project viability and will
be considered by the PRG,

Each proposal will be expected to include a calculation of
cost per beneficiary as part of its economic analysis. While
no rigid maximum cost per beneficiary ls imposed, this factor
will be reviewed closely by the PRG. Propnsals with excessive
costs per beneficiary of more than $10 to 430 must have a
strong justification in terms such as multiple benefits, spread
effects to other beneficiaries or projects, or benefits
accruing beyond the life of the sub-project or micro-grant
project. Normally, a high cost per beneficiary will not be
favorably considered as compared to proposals tapping available
low cost resources and with the possibility of being widely
replicated at the local level with limited resources.

E~5
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E.5.2 Social Analysis

This section includes a set of social criteria and
guidelines for formulating sub-project proposals. The
sociological aspects of the proposed activities will be
reviewed and only those proposals found to be socially sound
will be approved by the PRG. Each proposal must include a
social analysis statement.

Proposals should have the following features: (1) reflect
insight and sensitivity to local conditions; (2) demonstrate
that community members will be fully involved in all steps of
the sub-project; (3) use technology that is appropriate; (4)
consider benefits to women and minority groups.

PVO proposals must contain and meet the test of a social
soundness analysis. This analysis will ascertain that (1) the
target beneficiaries are poor people or those whose basic needs
are rnot satisfied; (2) the activities have potential spread
effects and the benefits can be sustained or are durable; and
(3) the activity's positive social impact outweighs any
possible negative impact on intended beneficiaries. In
addition, the activity should address the extent that it has
considered the role of women 1n development. The social
analysis will identify beneficiaries by sex, numbers and
socio-economic strata.

Proposals which will be favorably reviewed include those
in which the beneficiaries are people living in poor rural and
urban communities. They will be primarily among the poorest
50% of the population, whose per capita income is significantly
less than the national average of about $250. Special
consideration will be givern to proposals that focus on women in
developnent. In addition to sharing more or less equally in
the benefits of self-help activity, the education levels and
civic involvement of Sri Lanka's women suggest that they will
in many instances be the prime movers in generating and
implementing community self-help activities.

E.5.3 Technical Analysis

Each proposal will be required to contain a brief, but
succinct analysis of its technical feasibility. Substantial or
complex technical analysis should not be necessary in most
cases and shou.d be avoided, unless specifically requested by
USAID. Each proposal will receive a thorough technical
appraisal by the PRG. Whether the proposed sub-project is
technically feasible and appropriate wi 1 be a basic concern of
the Committee. Depending on the depth of any given technical
question, USAID or outside technical expertise will be called
upon to advise the Review Committee. Where determined
appropriate, ULAID staff or technical consultants may be
dispatched to proposed sub-project sites where they may more
thoroughly review a proposed sub-project's aspects.

E-6 o ?3
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In those cases where a proposal has a strong technical
aspect such as certain types of construction or highly
specialized activities, care will be taken to ensure that the
PVO has employed adequate technical expertise in developing its
proposal. Particular attention will be given to whether the
proposal has considered alternate technologies. The PRG will
compare cost effectiveness, impacts on employment, potential
spread effects und the community's ability to effectively
utilize and maintain the technology.

AID policy guidelines encourage PVOs to develop and test
new approaches to development and apply "appropriate
technology." The PVO Co-financing II Project will promote
innovative approaches, particularly those which are conceived
at the local level and which promote the utilization of 1local
resources. Technical analysis of PVO sub-project proposals
will be conducted with an appreciation of the inherent risk
which must be assumed in pursuing imaginative and innovative
endeavors.

E.5.4 Administrative Feasibility

The administrative capabiiity of the implementing agent
(i.e., the sponsoring PVG) will be a key element in the success
or failure of a sub-project. Thus. each sub-project proposal
will contain a brief, but succinct analysis of the PVO's
administrative capabilities. If the PVO (US or Sri Lankan) has
successfully completed a sub-project in Sri Lanka, its
administrative capability for the proposed sub-project will
require less attention, other than an explanation that the
proposed sub-project is within its capability to administer. A
US PVO with no prior operating experience in Sri Lanka, will
have to explain in greater detail the administrative
arrangements for carrying out sub-projects. Proposals frem
PVOs which have had administrative difficulties with previous
sub-projects will not be favorably received unless corrective
measures have been taken.

E.5.5 Environmental Assessment

Proposals are required to include a brief analysis of
sub-project impacts on the environment. Proposals will be
reviewed by the PRG to ensure that the sub-project will not
have a negative impact on the environment. Only those
sub-projects found to be environmentally sound will be approved
by the PRG and USAID Project Review Committee.

E-7 9¢x
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THE GRANT IMPLEMENTING AGREEMENT

When a proposal has been approved, a Grant Implementing
Agreement with the PVO sub-project grantee will be prepared by
USAID. Expected time for draft and approval of the sub-grant
is four weeks.

The Grant Implementing Agreement consists of three parts:

(1) The Sub-grant:

Establishes the terms of the sub-grant, the level of

funding, the level of involvement of the parties and identifies

the authorized representatives of the sub-grant.

(2) The Sub-project Description:

This section is derived from the approved sub-project
proposal, often through discussion a' ong parties. The
sub-project description consists of a description of the goals,
objectives, implementation activities, reporting requirements
and budget. It is particularly important that the PVO
sub-grantee be satisfied with the description. The end result
is the description of the tasks which the PVO will be expected
to undertake. The sub-project description identifies the
quantifiable outputs the PVO has set to measure success and the
indicators by which the progress will be evaluated.

(3) Grant Standard Provisions:

Grant Standard Provisions are attached to and included as
part of the Grant Implementing Agreement. PVQO field staff are
expected to be thoroughly familiar with this section, as it
describes regulations covering all aspects of sub-project
implementation, e.g., procurement, sub-contracting,
transportation. PVO sub-grantees are expected to be familiar
with these provisions.

E.6.1 Sub-Grant Financing

The USAID contribution to PVO sub-grantees covers all U.S.
Dollar costs specified in the Grant Implementing Agreement. An
example follows which is derived from the detailed budget
presented i1 the PVO's sub-project proposal. The Grant
Financial Plan is the primary document for financial planning
and reporting on the sub-grant by the PVO. The detailed
proposal budgets, however, will be nsed by USAID in monitoring
and evaluating the sub-grant.

&8
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Financial Plan
.S5. Dollars

Cost Element AlD PVO GSL Other Total
sub-grant ‘
Contri-
bution
1. Personnel 62,500 12,833 -22,500 43,333 .141,166
2. Travel and
Allowances 26,676 - 2,333 - 28,999
3. Equipment 37,000 3,333 8,333 1,666 50,332
4., Construction 27,500 - 500 2,000 30,000
5. Training 3,500 666 3,833 - 7,999
6. Other Direact
Costs 18,000 - - - 18,000
TOTAL 175,166 16,832 37,499 46,999 276,996

Adjustments and Amendments to the Financial Plan

Adjustments among cost elements in the sub-grant Financial
Plan are permitted. Adjustments which raise or lower the
amount of any given U.S. dollar line item less than 15% are
permitted without prior approval of the PRG. However, prior
writ-en notification of such a change is required and will be
routed through MOPI.

Adjustments among cost elements in the Grant Financial Plan
which alter any given element by 15% or more require prior
approval by the PRG. To obtain this approval, the PVO must
submit a written request for adjustment and justification of
the need for such a change.

The example rinancial Plan shown above is illustrative. 1If
the PVO sub-grantee wants to shift $2,750 from Cost Element 4,
to Cost Element 5, he could not do so. Though the sum is only
10% of the Construction element, it would raise the Training
element by almost 80%. The PVO sub-grantee may shift the
equivalent amount of funds from (4) to (3) (without USAID
approval) as this is not more than 15% of either line item.

At no time will a sub-grant be amended which combines Cost
Elements. Again, using the illustrative Financial Plan as an
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example, the sub-grantee may not create a Cost Element,
"Construction and Equipment" from the separate elements of
Construction and Equipment,

Method of Payment

Payment will be by quarterly advances. The USAID
Controller, upon assurance of the PVO's capability to manage
and account for funds, authorizes an initial advance for a
period of three months for deposit into a separate PVO bank
account. The PVO is issued subsequent advances upon
presentation of quarterly accounts to the USAID Controller.

Financial Reports

Sub-Grant reporting is the responsibility of the PVO
sub-grantee. PVOs are expected to maintain a complete record
of primary documentation of financial transactions (e.g.,
invoices, receipts, vouchers for U.S. Dollar and Sri Lanka
Rupee expenditures incurred by the local office). They are
also expected to meet the reporting requirements described in
the Grant Implementing Agreement.

Required documentation for funds periodically advanced by
the Mission will be specified in the Grant Implementing
Agreement. At a minimum, a PVO is required to demonstrate,
prior to receiving its first advance, that field office
financial and accounting capabilities are in place to
adequately account for these funds. Expenditure reports,
vouchers and other required documentation will be identified by
the USAID Controller in the PVO sub-grant and must be submitted
to USAID for approval prior to the 1. ceipt of subsequent
advances.

GSL Contribution

If the sub-grant contains a contribution from the GSL, the
PVO must ensure that the required sum of money is provided in
the GSL annual budget and must produce, at the beginning of
each year, a letter from the GSL Department concerned. The
letter must state that the required sum of money has actually
been provided in the GSL budget.

E-10
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APPENDIX E.7

COMMODITY PROCUREMENT

PVO ' sub-grantees are required to follow standard business
practices with AID contributed funds. Methods for estimating
costs, bidding for materials and services, and financial
management must meet general accounting procedures. There are
restrictions on certain commodities, and source and origin
requirements on others. The Grant Standard Provisions spell
out these requirements, only some of which are introduced here.

Source and Origin

Definitions:

Source: The country from which a commodity is shipped to
the cooperating country (in this case, Sri Lanka)

Origin: The country }n which the commodity is mined, grown
or producedl/,

Potential countries of source and origin are grouped by
Geographic Code, as indicated on Table E.7.1. Aid regulations
regarding source and origin of goods purchased under the
sub-grant vary according to the dollar value of the purchase,

Ineligible Goods and Services

Under no circumstances shall the sub-grantee procure any of
the following under:

(1) military equipment;
(2) surveillance equipment;

(3) commodities and services for support of police or other law
enforcement activities;

(4) abortion cquipment and services;

(5) luxury goods and gambling equipment;

(6) weather modification equipment.

1/ A commodity is produced when through manufacturing,
processing or a major assemblage of components, a

commercially recognized new commodity results from the
original commodity.

Bl G 9s
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If AID determines that the sub-grantee has procured any of
the ineligible goods and services specified under the sub-grant
and has received reimbursement for such purpose, the
sub-grantee agrees to refund to AID the entire amount of the
reimbursement.

Restricted Goods and Services

The sub-grantee shall not procure any of the following
goods or services without the prior written authorization of
the Grant Officer:

(1) agricultural commodities;

(2) motor vehicles;

(3) pharmaceuticals;

(4) pesticides;

(5) rubber compounding chemicals and plasticizers
(6) used equipment;

(7) U.S. Government-owned excess property;

(8) fertilizer.

If AID determines that the sub-grantee has procured any of
the specified restricted goods under its sub-grant without
prior written authorization of the Grant Officer and has
received reimbursement for such purpose, the sub-grantee agrees
to refund to USAID the entire amount of the reimbursement.

Major sub-grant purchases of commodities are reviewed and
approved by the PRG and the USAID Project Review Committee
during the proposal review process. However, as the
sub-project develops, needs may change. Should sub-project
adjustments require changes in procurement needs, USAID must be

informed. USAID must authorize all procurement of Restricted
Items, prior to purchase.

1. When the total procurement element during the life of this
grant is valued at $250,000 or less, the following rules

apply:

i. All goods and services, the costs of which are to be
reimbursed under this grant and which will be financed
with U.S. dollars, shall be purchased in and shipped
from only '"Special Free World" countries (i.e. AID
Geographic Code 935) in accordance with the following
order of preference:

A. The United States (AID Geographic Code 000)

E-12
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The Cooperating Country

Selgcted Free World Countries (AID Geographic Code
941

Spegial Free World countries (AID Geographic Code
935

Applications of Order of Preference: When the grantee
procures goods and services from other than U.S.
sources, under the order of preference in paragraph (b)
(1) (ii) above, the grantee shall document its files to
justify each such instance. The documentation shall
set forth the circumstances surrounding the procurement
and shall be based on one or more of the following
reasons, which will be set forth in the grantee's
documentation:

A.

The procurement was of an emergency nature, which
would not allow for the delay attendant to
soliciting U.S. sources.

The price differential for procurement from U.S.
sources exceeded by 50% or more the delivered. price
from the non-U.S. source

Impelling local political considerations precluded.
consideration of U.S. sources .

The goods or services were not available from U.S.
sources, or

Procurement of locally available goods and services,
as opposed to prcurement of U.S. goods and services,
would best promote the objectives of the Foreign
Assistance program under the grant.

When the total procurement element exceeds $250,000, the
following rule applies: Except as may be specifically
approved or directed in advance by the grant officer, all
goods and services, which will be reimbursed under this
grant and financed with U.S. dollars, shall be procured in
and shipped from the U.S. (Code 000) and from any other
countries within the authorized geographic code as
specified in the schedule of this grant.

Shelf items whose origin is a Code 941 country may be

purchased for any amount up to the maximum authorized under the

sub-grant.
941, are eligible if the price of one unit does not exceed

$5,000.

Shelf items from Code 899 countries, but not in

The total cost of items purchased from 899 countries,
but not in 941, is $25,000 or 10% of the sub-grant authorized
maximum, whichever is higher. It cannot exceed $250,000
without a specific waiver.

E=13
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PRINCIPAL GEOGRAPHIC CODES

Code 000 The United States:

Including areas of U.S. -~ associated sovereignty.

Code 899 Free World:

Any area or country in the Free World, excluding the
coogerating country. The Free World excludes the
following countries: Albania, Bulgaria, Cambodia,
Cuba, Czechoslovakia, Hungary, North Korea, Mongolia,
Poland, Roania, USSR, Vietnam, Laos, German
Democratic Republic, Peoples Republic of China.

Code 935 Special Free World:

Any area or country in the Free World, including the
cooperative country itself.

Code 941: Selected Free World:

Any independent country in the Free World, except the
cooperative country itself and the following:

Andorra Luxembourg Afghanistan Kuwait
Austria Malta Angola Libya
Belgium Monaco Australia Mozambique
Denmark Netherlands Bahrain New Zealand
Finland Norway Canada Qatar

France Portugal Cyprus Saudi Arabia
Germany, Federal San Marino GabonKong Singapore
Republic of Spain Hong Kong South Africa
(including Sweden Iran Syria

West Berlin) Switzerland Iraq United Arab
Greece United Kingdom Japan Emirates
Ireland Vatican City Yemen Arab
Italy Yugoslavia Republic
Iceland Liechenstein

AID Grants normally specify that the source and origin of
goods and services by the United States, Code 000, except that
grants to the Relatively Least Developed Countries (RLDCs)
specify Code 941 and the cooperating country as the authorized
source and origin for goods and services.

Source: Handbook 18, Appendix D, AID Geographic Codes and
Handbook 11.

E~-14
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These reports will include:

(1) A description of activities and accomplishments since
sub-project inception and how implementation stands in
relation to the proposed implementation schedule.

(2) A description of constraints or problem areas which have
inhibited or are inhibiting sub-project activity and a
statement of the method chosen to deal with the problem
area or constcsaint, along with an analysis of this method's
effectiveness.

(3) An analysis, to the extent feasible, of the overall
development impact of the sub-project, taking into account
proposed sub-project objectives and outputs.

(4) For the midway performance report, implementation plans for
the remainder of the sub-project, including major
procurement, subcontracts, redirections or revisions in
implementation strategies.

If a PVO Evaluation Plan includes self-evaluations or a
series of evaluations which, in the opinion of USAID and GSL
fulfill grant midway and final reporting requirements, these
reports may be waived.

E.8.2 Evaluation

The success of the PVO Co-financing II Project depends on
careful evaluation of the project elements, Evaluation is an
integral part of the development process and provides feedback
and guidance, as well as relative and absolute assessments of
project progress towards achievement of objectives. All PVO
proposals submitted to the PRG are required to contain a
detailed evaluation plan, the design of which depends on the
type of sub-project, its duration, and the availability of
personnel.

Sub-project design is the starting point for evaluation.
The grant proposal establishes the intent, the plan, the means
for measuring progress, and the assumptions which effect the
sub-project. Sub-project evaluation considers each of these
elements to assess progress. An Evaluation Plan should include
the following information:

(1) Number of evaluations: The number of evaluations should be
related to the sub-project events, management needs and
availability of people and cost.

(2) Schedule of evaluations: The timing of evaluations should
be related to decision-making needs and major sub project
phases.

(EB-16 . /673
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APPENDIX E. 8

GRANT REPORTING AND  EVALUATION

E.8.1 Grant Reporting

PVOs receiving sub-project grants, any intermediary
organization managing micro-grants and the PVO Association
assisting to develop PVO management skills will all provide thé
following reports and audits to the Ministry of Plan :
Implementation and USAID.

(1) Quarterly brief progress reports due in April, July,
October and January, during the implementation period.
The first report may be for slightly more or less than
a three months period depending on the month of
start-up, so all PVOs shall submit reports at
approximately the same time. A sample report is
presented in section E.8.3.

(2) Annual audit reports prepared by an independent public
accounting firm, approved by the GSL and USAID
Controller. This report should be for financial
activities on a calendar year basis and is due in
January of each year. If the PVO begins activities in
the last half of the calendar year, a separate audit
report will not be required for that year.

(3) Mid-term and end of sub-project reports mast describe
the entire history and accomplishments of the PVO
sub-project. These are due midway and within three
months of completion of the PVO sub-project.

(4) Quarterly financial statements on status of funds.

Special Reports

PVO grants will require an "Interim Problem Identification
Report" when any event occurs between reporting periods which
will have a significant effect on sub-project implementation,
Examples are major loss of materials or unexpected key staff
departures. Reports will identify the problem, describe
actions taken and proposed to resolve the problem, and include
any request for USAID or GSL assistance.

Midway and Final Performance Reports

A midway and final performance report will be submitted
within 30 days of reaching the sub-project midpoint and
completion date, respectively. These reports will be submitted
in place of reports otherwise due at this time.

E-15
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(3) Type of information to be evaluated: Some examples of the
types of information to be evaluated include whether the
design is adequate, whether inputs are adequate, whether
inputs are on schedule, whether expected results are
probable.

(4) Methods of data collection: The plan should include a
statement of how data for evaluation purposes will be
collected (interviews, inspection, case studies, etc.)

(5) Responsibility for evaluation: The personnel responsible
for evaluations should be considered (whether insiders,
outsiders or a combination).

Baseline Data

Faor sub-projects, the Evaluation Plan will also include an
explanation of the procedures for collection of baseline data.
Baseline data should be tailored to the purposes and
beneficiaries of the project. As part of the sub-project
start-up, appropriate surveys will be conducted so that
before~-and-after observations can be made as activities
progress. Socioeconomic data should be disaggregated by sex,
economic activity and other relevant criteria.

The baseline data plan should consider the following:
(1) Who will collect the data;
(2) What types of data will be collected;

(3) How §hey will be collected (interview strategy, sampling,
etc .

(4) What format the baseline data will be in so that they can
be used at a later stage in the sub-project.

The organization responsible for managing micro-grants may
include simple procedures by which micro-grantees may conduct
baseline surveys for their small activities, where applicable,

Case Studies

To facilitate evaluation of sub-projects, PVOs will
identify selected cases for in-depth study. Case studies may
focus on individual participants in the sub-project, families,
communities, firms, etc., as appropriate to the work assisted.
Case studies are an important source of qualitative data and
should be included in evaluations.

Evaluation Format

PV0 grantees will be responsible for evaluation of their
sub-projects. They will conduct an annual evaluation within 30
days of their annual audit and submit a completed Project
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Evaluation Summary (PES) to the GSL Ministry of Plan
Implementation and USAID. A confirmed copy of the audit will
be attached. The Ministry of Plan Implementation and USAID may
participate in the evaluation »f any PV0 sub-project, as
determined necessary. PVOs are required to notify USAID and
MOPI at least 30 days prior to the initiation of their annual
evaluation.

The USAID Project Officer will review each PES submission
for the purpose of identifying those with actual or potential
problems. All PES submissions so identified will be submitted
for review by the Project Evaluation Committee, consisting of
the Project Officer, the Controller and appropriate Technical
Officers. Should the Project Evaluation Committee find serious
problems or violation of agreement by the PVO, the committee
may recommend appropriate actions, including the termination of
disbursement.

The following list of topics to be covered in a sub-project
evaluation is derived from the AID Project Evaluation Summary.
Each section is not to be more than 200 words. A separate
section should focus on individual cases and offer comparative
analyses of each case studied over the course of time.

(1) Summary:

Progress in relation to design, prospects of achieving
purpose and goal, major problems encountered;

(2) Evaluation Methodology:

Reasons for evaluation (such as clarification of
sub-project design, measuring progress, improving
implementation); methods used, cost, data sources,
participants in evaluation;

(3) External Factors:

Changes in sub-project setting which have impact on
sub-project, continuing validity of assumptions;

(4) Inputs:

Problems encountered with commodities, technical services,
training or other inputs as to quality, quantity. Changes
required in type or amount of inputs to produce outputs,

(S) Outputs:

Actual progress measured against projected targets;
changes required in outputs to achieve purpose;

(6) Purpose:

Progress toward expected results, expected achievements,
reasons for shortfalls;
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(11)

DRAFT

Goal/Sub-goal:

Status of progress towards goals and shortcomings;

Beneficiaries:

Direct and indirect beneficiaries number and nature of
benefits);

Unplanned Effects:

Advantageous and disadvantageous effects and required
changes in sub-project design and execution;

Lessons Learned:

Advise to colleagues concerned with similar problems;
suggested follow=-on activities;

Recommendations:

Recommended actions for remainder of sub-project.

The PVO evaluations will be shared between USAID and the
Ministry of Plan Implementation to determine future directions

of the Project and project elements. Evaluations by PVO
grantees will provide much of the information needed to
evaluate the success of the overall Project.

1.

ACTIVITY PROGRESS REPORT NO.

General Reference Section

(The Information in this section provides for a quick

identification of the activity)
A. Name of PVO :
B. Title of Activity :

C. Country/Area of Activity
D. Activity No. :
(PVO and/or AID)

E. AID Grant Agreement No.
F. Total Value of Activity :
G. Date of Last Report :

H. Date of this Report :
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DRAFT

2, Expenditure/Financial Section
he 1nclusion of a financial summary will preclude the
need to refer to regular financial reports that are
submitted quarterlyg

A. Amount of AID Grant :

1. Funds received to date

2. Expenditures to date

3. Balance due under Grant

B. Amount of Other Resources
Programmed

1. Total cash inputtodate :
2, Total value of
commodities/services
to date :
3. Balance remaining :

5. Brief Summary Statement of Progress During Reporting Period:

4. Brief Statement of Overall Status of Proiect/Activitz from
beginning date: ,

E-20
/67



DRAFT

5. Progress Relationg to the Accomplishment of the Specific
Purposes as contained in the Implementation plan of the

Proposal:

A. Task No.l
(State the task and describe or list specific
accomplishments during the reporting period which relate
to it. Do the same for other tasks)

B. Task No.2

C. Task No.3

6. Beneficiaries:

A, Direct Benef’c.aries:
(Indicate the number and type invelved during the
reporting period and the way in which they benefitted)

B. Indirect Beneficiaries:
(Give the best estimate of the number and type and how
they benefitted)
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DRAFT

C. Cumulative totals since start of activity:

1. Direct:

2. Indirect:

7. Problems Encountered:

8. Required Actions: o
(List any lessons learned and any unexpected positive and
negative results experienced during the reporting period)

9. Attachments:
(Attach any detailed financial reports, charts, graphs,
maps, newspaper articles, photos or other documentation
which support or expand upon items 1 to 7 above)
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10.

DRAFT APPENDIX E.9

SUMMARY

PVOs must be registered with USAID. For micro-grantees
receiving funding through an intermediary organization,
this requirement is waived.

Minimum estimated total cost (AID, PVO and/or Host Country)
generally should be $25,000. Preference will be given to
relatively small development activities. (Micro-grants
will be for smaller amounts ranging from $500-$10,000.)

The PVO and GSL are expected to provide fifty percent (50%)
of the total cost. 1In exceptional cases, contributions of
not less than twenty five percent (25%) may be considered.

The PVO will prepare its proposal which should be brief (10
to 20 pages).

Proposals for sub-grants and proposals to manage
micro-grants are then submitted for approval to the GSL
Ministry of Plan Implementation. Proposals for training
and workshop grants will be handleu through the
strengthened PVO Association.

The GSL Proposal Review Group will consider the proposals
on the first Wednesday of each month and if approved,
forward it to the Director of External Resources for
transmission to USAID. If the proposal is not approved,
the proposal will be returned directly to the sponsoring
PVO with a brief, but specific explanation as to why the
proposal was rejected.

The Director, USAID will enter into a Grant Implementing
Agreement with the PVO.

The PVO will be held responsible for all aspects of its
sub-project, including its development, approval and
implementation.

The PVO will report its activities and financial status to
the Ministry of Plan Implementation and USAID.

The sponsoring PVO will conduct an annual evaluation within
thirty days of its annual audit and submit to the GSL, MOPI
and USAID, a completed Project Evaluation Summary (PES)
with a confirmed copy of the audit.
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APPENDIX F

PVO ASSOCIATIONS IN SRI LANKA

Strengthening and support of a PVO Association (generally
termed '"umbrella organization" in Sri Lanka) through the PVO
Co-financing II project is aimed to provide skills to PVOs,
provide a means of disseminating information and direct funds
to a broader range of small PVOs and organizations.

In Sri Lanka there already exist a number of associations.
While none of these is particularly strong ai present, each has
certain potential capabilities. The Central Council of Social
Services and the NGO Council are both broad-based organizations
which include a wide variety of member PVOs. The Sri Lanka
Women's Conference (SLWC) and the Water Supply anrd Sanitation
Decade Service (WSS-DS) are both consortia which have a more
specific focus. In addition, large PVOs such as Sarvodaya, the
Lanka Mahila Samiti and Nation Builders are associations in the
sense that they have affiliates and sub-offices and/or provide
funds to small community based non-profit organizations
throughout the country.

The Central Council of Social Services

The CCSS is the oldest of Sri Lankan associations, having
been founded in the 1940s. Oriented towards a broad spectrum
of social service activities, its membership includes
approximately 100 PVOs working on a wide variety of projects.
The CCSS has the distinct advantage of being a registered
charity.

The goals of CCSS are to provide a national forum for
exchange of ideas among affiliates. It organizes seminars,
undertakes special studies of problems referred by other
agencies and cooperates with social service organizztions in
carrying out work programs.

CCSS notably has had periods of activity and inactiwvity.
Based on discussions with PVO leaders, the CCSS appears to be
currently in a state of relative inactivity. Additionally, the
arrival of other consortia and the relatively broad orientation
of CCSS have led smaller PVOs to seek affiliations that meet
their specific needs. Finally, although the president and
board are democratically elected leaders of the CCSS, some PVO
personnel interviewed were dissatisfied with the recent control
of CCSS by Sarvodaya. PVO personnel voiced mixed feelings
about the suitability of CCSS as a PVO Association to be funded
by USAID and all agreed that CCSS would require a significant
effort to be strengthened.
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NGO Council

The NGO Council is also a large association founded

recently in 1981. It currently has %1 members, 35 of which are

themselves associations (such as YMCA, Sarvodaya and Lanka
Mahila Samiti). Its aim is to assist PVOs, promote
collaboration between PVOs and avoid duplication of efforts.
To be a member of the NGO Council, organizations must be
working in more than one village, they must be accountabie to
their members and they must be engaged in development oriented
projects.

Although the NGO Council is currently not a registered and
approved charity, it has recently applied for registration
under the Society's Ordinance. It anticipates registration by

June, 1987,

The NGO Council functions in a manner very similar to
CCSS. It differs in that it also includes members who are not
purely social service oriented. Thus, organizations that are
concerned with environmental protection and are development
oriented are also represented. However, there is a great deal
of overlap between the two organizations.

Although tre NGO council has much potential, it has not
been realized to date. It has office space independent of any
one of i1ts member affiliates and emplovs a clerk/typist
although otherwise 1s supported by voluntary labor. However,
PVO personnel interviewed felt that the NGO Council was
inactive at the moment and had little knowledge of its agenda.

Sri Lanka Women's Conference

The SLWC is a consortium organization which brings together

similar associations working for women's and children's
welfare. 1Its objectives are to help improve the status of
women and initiate program, towards that goal. Membership is
limited to women's associations. It currently includes 36
affiliates and is in the process of applying to become a
registered and approved charity.

The SLWC has coordinated some workshops and training
programs but only to a limited extent. Facilities for such
programs have been donated by the YWCA, which is an affiliated
member. The SLWC is also run by voluntary labor but does not
have any office facilities. 1Its member affiliates, mostly
Colombo based PVOs, ave strong organizations with expertise and
leadership capabilities. Some PVO personnei interviewed felt
that the SLWC is still more welfare oriented than development
oriented.

Water Supply and Sanitation Decade Service

The WSS-DS is a consortium of approximately 30 members.
Its objectives are to encourage PVO members to participate
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actively in improving water supply and sanitation, to service
PVOs in their effort to achieve those objectives and to channel
communication between PVOs and the government., It is not
currently a registered charity.

0f all the associations, the WSS-DS is the only

organization that is actively involved in training and
workshops and disseminating information to member PVOs through
its newsletter, 'Links'. 1Its active role may be attributed to
the funds to support a core staff provided initially by the
UNDP. PACT has subsequently provided core funding and support
for training and workshop activities. Current efforts are
being made to permit long-term functioning of the organization

through income-ﬁenerating activities such as sales of manuals
it produces. The WSS-DS also receives some overhead funds from

contracts, although this is minimal.

Valuable lessons may be learned from the experience of the
WSS-DS since it has had experience in setting up training
programs and workshops and in acting as an active liaison
between PVOs. It is in the process of compiling a useful
directory of personnel and institutions capable of providing
training and training facilities. It is also considering a
micro-grants program to small community-based organizations,
particularly those that are not reached by other organizations.

Other organizations

A number of nationally and internationally known Sri Lankan
PYOs have become large enough and strong enough so that they
have become associations in their own right. Sarvodaya and
Lanka Mahila Samiti both have regional and sub-offices
throughout the country. Nation Builders, although not as large
and not having as broad a geographical focus, has begun working
with small community-based organizations to help them get
funding and articulate their needs. In general, the
sub-offices of these types of organizations are all working
towards the same goal and are less concerned with reaching out
to other PVOs and community based organizations.

Recommendations for Strengthening PVO Association
Capabilities.

Given the weaknesses of currently existing PVO
associations, strengthening will require substantial assistance
from professionals skilled in PVO management. Three .
alternative strategies are suggested for enhancing cooperation
and coordination among PVOs, all of which rely on the .
assistance of consultant specialists and at least one locally
recruited full-time staff member.

The first and second options rely on short term consultants
while the third relies on a longer term collaborative effort
between a U.S. PVO and Sri Lankan association. The first is to
strengthen a single association and the second is to strengthen
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a number of PVOs which are already acting as consortia in their
own right but currently lack the funds and capability to work
with smaller PVOs. The third option is to strengthen an
association by providing long-term colliborative support with a
1'.S. PVO contracted by the AID Mission.

Option 1

The first alternative is to select one currently active
association and provide assistance to it. Assistance would be
provided by expert consultants in PVO program management,
Consultant services would be provided for approximately 10
months to a PVO association,

A negative feature of this alternative is that there are
currently no strong PVO associations operating in Sri Lanka and
a great deal of management effort may be required of the AID
Mission since consultants would be short-term. Of all the
candidates, PVO personnel interviewed generally feel that the
CCSS is the strongest one to receive strengthening funds. It
is the oldest organization, includes a wide range of members
who can act as resources and is a registered charity itself.
While the CCSS 1s seen as stronger than the NGO Council, it was
also felt that the current leadership has drawn the CCSS under
the wing of Sarvodaya which not all members appreciate. While
leadership 1s determined by vote, problems of participation in
association activities may be expected, given some prevailing
sentiments.

Positive features of this option include that costs for
consultants would be minimal compared to alternatives 2 and 3.
Also, under option 1, the association would be viewed as a Sri
Lankan organization rather than an interpational one and might
be more likely to continue after the foreign assistance is
withdrawn.

Option 2

A second alternative to decentralize efforts to enhance
cooperation and coordination among PVOs by strengthening a
number of different large organizations having specific areas
of focus. Strong PVOs with well-trained staff such as the
Lanka Mahila Samiti and Sarvodaya could be strengthened in
their capabilities to reach out to smaller regional and
community-based PVOs working towards similar goals. Again,
expert consultant services would be provided to help coordinate
micro-grants program, to set up training and workshop
activities and to set up a learning and linkages program
between PVOs.

The advantage of this option is that it is more likely to
serve specific PV) needs, Additionally, operating costs would
be reduced because office space and facilities would be
available through the established organizations.
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A potentially negative aspect of this approach is that fear
of domination by these larger organizations, each with its own
philosophical biases, may be an impediment to smaller
organizations getting involved in coordinated activities.

A second disadvantage of this alternative is that it puts a

large management burden on the USAID and GSL officials involved .

in the project and is difficult to control and monitor both
financially and otherwise. The effectiveness of consultants
working with the organizations would also be minimized since
they would be working with a number of different organizations
rather than concentrating their efforts.

Option 3

A third option is for USAID to contract the services of a
U.S. PVO which would work closely on a long-term collaborative
basis (approximately 3 years) with one of the Sri Lankan
associations discussed above. A U.S. PVO would establish an
office with one of the PVO associations and help develop their
management capabilities. After a period of three years it
would then withdraw.

The main advantage of this option is that it relieves USAID
of many management responsibilities such as recruitment of
consultants and working with the association to develop
procedures and guidelines for the micro-grants program. Under
option 1, since consultants are short-term, AID may have to
bear some of the management responsibilities. However,
option 1 shares many of the advantages of option 3 but at a
lower cost, It is estimated that to contract out to a U.S. PVO
will cost approximately $1 million for a period of 3 years.

Aside from the high costs of bringirg in a U.S. PVO
full-time, a second disadvantage of this option concerns the
issue of sustainability. If too much reliance is placed on the
U.S. PVO, the PVO association may not continue to function once
the U.S. PVO completes its contract.
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APPENDIX G

EXPERIENCE OF OTHER ORGANIZATIONS IN MANAGING SMALL GRANTS

A number of organizations operating in Sri Lanka have had
experience managing small grants to small regional and
community-based PVOs. A review of some of their experiences
helps provide guidelines for AID's proposed micro-grants
program.

Canadian International Development Agency

The Canadian International Development Agency (CIDA)
supports a small grants fund, known as the Mission Administered
Fund (MAF) which operates in many countries, including Sri
Lanka. In Sri Lanka, the fund is administered through the
mission under the supervision of one locally recruited staff
member. The aim of MAF is to support small Sri Lankan PVOs
engaged in development oriented projects. Projects which are
supported range from between CD 5,000 to CD 15,000, though MAF
does also fund projects as small as CD 500.

The criteria for selection of MAF-funded projects is very
simple and unstructured. A proposal review group examines
project proposals on an approximately quarterly basis. Little
attempt is made to solicit proposals since the program is now
well advertised and received. Small PVOs and community
organizations hear of the MAF program through word of mouth and
CIDA has not had any problems having to so.icit proposals.

The proposal review group may check up on the organization
requesting funds if there is some skepticism about its
legitimacy but ordinarily this is not deemed necessary. PVOs
or other organizations submit a brief (3 page) application
indicating their aims and objectives. A sample proposal is
included in Appendix H.1l. Projects are only funded for one
year, by legal requirements of CIDA. The main criteria on
which projects are rejected are if they are welfare oriented,
are funding for an individual, are profit oriented or are
support for recurrent costs.

MAF grantees are required to submit midterm and final
reports to CIDA but financial monitoring is kept to a minimum
(see Appendix G.2). Since the grants are small, they feel this
would place too much burden on the organization receiving
funding and CIDA itself does not have the staff to do so.
Periodic evaluations are made by the CIDA MAF officer. It is
estimated that perhaps a small (5%) amount of funds are
misappropriated but generally it is felt that the MAF program
operates effectively,

The MAF program operates purely between CIDA and the
organization receiving funds. CIDA is not obligated to channel
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funds through the Ministry of Plan Implementation or any other
governmental body.

Although in Sri Lanka, the MAF program is operated through
the mission, elsewhere CIDA has contracted out the small grants
program to PVOs with some success. Proposals for small grants
are reviewed by a committee consisting of the contracting PVO
and CIDA staff. In Sri Lanka, because of the lack of a strong
umbrella organization, CIDA felt it was more effective to hire
a staff member within CIDA to administer the program.

Children's Secretariat

The Children's Secretariat, operating under the Ministry of
Plan Implementation, is engaged in a program to provide small
grants to rural development societies throughout Sri Lanka.
Financed in part by UNICEF, the program's goals are to improve
conditions of children through organized involvement of
people. The average size of grants is approximately Rs. 15,000,

The Children's Secretariat manages the program. It
provides training to members of rural development societies in
proposal writing and project management. Training programs are
organized by districts, and usually 1include approximately 30
members. Participants are taught how to draft proposals and
what to include. Proposals are siort (about 6 pages) and
briefly state objectives, time frame and budget. Proposals are
hand written and usually in the local language.

Much of the field level work is carried out by District
Coordinators who are working out of the planning branch of the
katcheris. District coordinators are responsible for
organizing training workshops and monitoring projects. 1In
Colombo, administration is carried out by one director, two
assistant directors, one development officer, one plan
implementation officer and two clerk/typists.

Proposals for projects are accepted on loosely defined
criteria that the grantee organization be voluntary, non-profit
making and non-governmental. Since the District Coordinators
are in close contact with rural development organizations, they
are responsible for ensuring that the grantee is legitimate.
Proposals are reviewed by the Colombo project staff in
consulvation with the appropriate district coordinators.

Since the Children's Secretariat does not have sufficient
funds at all times to fund all proposals, priority is given to
projects in less developed districts and districts where little
aid is already being given. Less priority is given to the
merits of each proposal. Projects are to be carried out within
a period of one fiscal year.
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IRED

IRED is a Swiss-based organization which, although not a
funding agency itself, is concerned with information sharing
between small community-based PVOs, linking those organizations
with funding sources and assisting small PVOs in developing
management skills. 1In Sri Lanka, its fundamental philosophy is
that small organizations are often ignored and left out of
funding agencies' agendas due to domination by larger and more
professional PVOs,

IRED has been working closely in Puttalam District, where
it develops linkages with organizations by identifying strong
leaders (which it calls 'animators'), Animators are locally
recognized people who have been involved in development
projects and show demonstrable leadership skills. They
function in a manner similar to IRED by providing information

and skills to local PVO groups.

Although it has a different mandate from CIDA and the
Children's Secretariat, IRED offers some useful lessons.
First, it emphasizes the need to Support smaller organizations
which are otherwise ignored by funding agencies. Often their
members are less powerful and wealthy than members of larger
organizations. Second, it emphasizes the need for greater
localized effort to manage projects since this cannot be
effectively done out of Colombo alone.

Conclusions

Both CIDA and the Children's Secretariat's small grants
programs are quite loosely structured and flexible in terms of
criteria for selection of proposals and required status of the
8rantee organizations. Proposal requirements are simple and
straightforward. Thse organizations requesting funding are
judged legitimate by village opinion or other informal means,
They are not required to be formally registered PVOs Projects
are deemed acceptable provided they are development oriented
and sustainable.

Informal procedures employed by other organizations should
not serve to sanction a loose approach to micro-grant funding.
Efforts should be made to define the criteria for acceptance of
micro-grant Projects, so that the participants know what is
expected of them. However, the above examples highlight the
importance of simple and direct procedures which will permit a

program. Simple procedures will also permit the micro-grants
granting agency to quickly respond to grantees,

To summarize the experience gained from other organizations
managing small grants, the following steps are recommended:

1. The granting agency should have someone working frequently

in the geographic area where funds are to be allocated.
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This will help identify sources of need, provide a means of

verifying legitimacy of proposed grantees, and help
organizations plan and implement projects.

Proposals should be simple and short., A maximum of 6 pages

is recommended. Potential grantees should briefly state
goals and objectives, time frame and budget.

Project time-frames should be relatively short. Although
botn the Children's Secretariat and CIDA require projects
to be completed in one year, some flexibility should be
permitted to eéncourage successful project continuation.

Monitoring and evaluation by micro-grantees should be
simple but rigorous. Both quantitative and qualitative
accounting of successes or failures should be demanded.
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A.G.1

Canadian High Commission
6, Gregory's Road
Colombo 7

Tel: 595841/2/3 Date:

PROJECT SUBMISSION FORM

Please answer the questions below, unless they are not
applicable, and return this form to the above address.

1. Name of Project:
2. Name. of Organization § Location- :

3. No. of Males & Females.at Management Level in the
Organization: " '

Males :
Females :

4, Executive Director -
Name § Address :

Tel. No. - Office :
Home :

5. Brief Description of Orgapization H

6. Objectives of the Organization :



10.

11.

12,

Types of projects previously Implemented :

Specific Objectives of the Project :
(What does the project intend to achieve?)

Who and how many people are likely to benefit from this
project : o

How will they benefit

Describe the Project

(What it consits of -- activity engaged in, training,
lands, buildings, training equipment, furniture, materials,
services, instructors, financial contributions, etc.)

Detailed Breakdown of costs involved :
(Please give details of all component costs, whoever the
donor might be)

What component the Canadian High Commission is being
requested to fund :
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13.

14.

15.

16.

17.

18.

19. What authorizations are required and from what authorities :

Identify, with evidence, other sources of funding which
will cover the components not covered by the Canadian
contribution :

Which other funding agencies have you approached for
assistance for this project

What does the organization expect to contribute to this
project : L
(Land, building, furniture, equipment, running costs,
contingencies, etc.)

How will the project be supervised: 3
(What qualified local/foreign persons are available to- help
implement the project)

Starting and termination dates of the project :

How will local people help implement this project :
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APPENDIX H

TRAINING CENTERS IN SRI LANKA

There exist in Sri Lanka a number of training centers which
could conduct management workshops for PVOs. The two most
widely known centers are the Sri Lanka Institute of Development
Administration (SLIDA) and the National Institute of Business
Management (NIBM).

SLIDA operates out of Colombo with a staff of 30 teachers.
They bring village leaders together and offer a variety of
courses in community participation, etc.. One of their strong
points is financial management. Since they are subsidized by
the government, their courses are relatively inexpensive and

operate on a non-profit basis. Near Kandy, SLIDA is developing.

a small campus, with quarters, library and computer facilities.

NIBM is more oriented to the private sector business
corporations. Although it is reputed to offer excellent
courses in management, it is not subsidized and therefore
courses are quite expensive.

The Sri Lanka Foundation Institute (SLFI) is a PVO
institute, founded in 1973. Its aim is to promote diffusion of
knowledge. To achieve this aim, it holds meetings, conferences
and lectures. Although not a training institute per se, it is
involved in training NGOs in community development. It is
capable of organizing seminars and has facilities to
accommodate participants.

The Rural Development Training Institute alsc organizes
training activities for various types of community groups,
including those associated with CARE's Change Agent Program.
It has an affiliation with MOPI.

Each of the above institutions operates in a slightly
different way but each has potential for servicing the needs of
PVOs to develop management skills and enhance cooperation.
Other training institutes may be identified by the strengthened
PVO Association. Attention should be given to the resources
available in Sri Lanka to help carry out training and workshop
activities.
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APPENDIX I

PROJECT ANALYSES

The following includes the technical, social, economic,
administrative and environmental analyses for the Project.
PVOs are required to submit analyses in their individual
sub-project proposals according to the guidelines found in
Appendix E.5. Since the PVO Co-financing II Project is not a
single project, but rather is comprised of many smaller and
different sub-projects, overall project analyses depend on the
project elements.

I.1 Technical Analysis

The technical analysis of the Project involves two related
components. The first is the technical feasibility of
individual sub-projects and the second is the technical
feasibility of the overall Project. The criteria for selection
of acceptable proposals must form the basis for the technical
feasibility of the overall Project. The requirement that each
proposal submitted for review contain a brief, but succinct
analysis of its technical feasibility will remain an integral
part of PVO Co-finencing II. Proposals are expected to be
relatively simple aud straightf-rward in design. As such,
substantial or complex technical analyses are to be avoided
unless specifically requested by the Proposal Review Group or
USAID Project Review Committee.

The new procedures for the obligation of funds, against the
criteria for selection of PVO sub-projects will ensure maximum
involvement between the PVO and the line ministry as well as
enhance the PVO's ability to develop sub-projects that are of
interest to the broader developmental objectives of the GSL.

In those cases where sub-project proposals have a strong
technical aspect, such as certain types of construction or
highly specialized training activities, care will be taken to
insure that the rvO has employed adequate technical expertise
in developing its sub-project proposal. Proposals will be
evaluated based on their cost effectiveness, impacts on
employment, potential spread effects and the community's
ability to effectively utilize and maintain the technology.

AID policy guidelines encourage PVOs to develop and test
new approaches to development and apply '"appropriate
technology.'" The PVO Co-financing Project will promote such
innovative approaches, particularly those which are conceived
at the local level and which promote the utilization of local
resources.
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Project Elements

In the technical analysis of this Project, the technical
feasibility of the project elements must be assessed. The
predecessor PVO Co-financing Project indicates that the
sub-project element of granting funds of greater than $25,000
is technically feasible but will be enhanced with
modifications. Some of the other project elements are new and
their technical soundness is less well known. The feasibility
of each component is discussed in turn.

a) Sub-project Grants

Under PVO Co-financing Il steps are being taken to ensure
that adequate technical analyses by PVO grantees will take
place and to ensure that sub-projects are technically
feasible. Although overall the PVO Co-financing [ 1interim
evaluation was a positive one, one of the weakest areas was the
technical implementation capacities of PVOs. The skills and
efficiency of PVOs, especially smaller PVOs, were weak and many
were unable to develop manageable and realistic sub-project
design plans. The evaluation team noted that '"there is often a
mismatch between the objectives of the project, the structure
through which 1t 1s to be implemented, and the context 1n which
it is to operate."

The lessons learned from PVO Co-financing I have led to
greater emphasis on enhancing the technical skills of PVOs
undertaking sub-projects and broadening the range of
sub-projects funded through the experimental micro-grants
program. It is anticipated that the novel approaches will
themselves will enhance the technical capabilities of the PVOs
themselves.

b) Micro-grants Program

The recent evaluation of the predecessor project suggested
that PVO Co-financing II experiment with micro-grant funds to
very small scale efforts of local community organizations.

This aspect of the Project, described in Section 4.3.2.2, is an
attempt at addressing the evaluators' concerns. The mechanism
developed will enable indigenous organizations to promote small
development efforts which may be the first step toward a
community's larger development goals.

c) PVO Association Strengthening Program

The 1986 evaluation also recommended strengthening one or
more PVO Associations to coordinate activities between PVOs and
develop trazining and workshop activities. Although there are
no strong PVO Associations at present in Sri Lanka, there is
interest in developing such an organization and there are
skilled people capable of carrying out the management duties.
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d) Improving Management Skills

The 1986 evaluation also recommended improving management
skills of PVOs. The new provision for technical assistance
will strengthen the PVO's ability to design, implement and
evaluate their sub-projects. This is a simple procedure of
providing workshop and training activities and technical
assistance to PVOs. It is technically feasible, given the
expertise both in Sri Lanka and abroad.

I.2 Zconomic Analysis

Providing an economic analysis of the overall Project is
not possible due to the fact that the PVO Co-financing II
Project is not a single project with quantifiable costs and
benefits. Rather, it is a collection of a number of small and
medium scale sub-projects, each with different activities and
beneficiary groups. Although all these activities aim at a
common objective of 1mproving the social and economic life of
the lowest strata of the population in Sri Lanka, the
objectives of these sub-projects vary from activities which
generate income and production to activities which lead to the
improvement of social welfare of a given community.
Additionallv, new activities to improve management skills of
PVOs have 1indirect benefits of i1ncreasing the capabilities of
PVOs to carry out successful development sub-projects.

Each of the project activities results 1n different rates
of return and accordingly, the appropriate rate of return of
the overall Project is the weighted average rate of return of
all the project elements. However, since the rate of economic
return is not the principal criteria for accommodating each
project element within the framework of the overall Project,
there are no individual rates of return for each component.
Thus, it is difficult to provide an average rate for the entire
Project.

Qualitatively, however, it is possible to establish a
number of distinct economic advantages of the approach taken
under PVO Co-financing II. These advantages suggest that the
Project is to be successful from an economic perspective.

1, Comparative Advantage:

The activities undertaken under the Project are not usually
undertaken by the government because of resource constraints
including financial, institutional and manpower. They are also
not undertaken by the private sector because there is no direct
financial return of reasonable magnitude to investments by the
private sector. Moreover, the beneficiary groups that the
sub-project and micro-grants elements adiress are witheut
adequate means and in the absence of support from PVO
organizations, they cannot undertake activities on their own to
generate household income or improve the living standard and
welfare of these communities.
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2. Investment in Diverse Activities:

The approach taken contrasts with projects based on one
specific activity. The PVO Co-financing II Project diversifies
the use of investment activities so that the risk of failure to
use investment funds profitably is spread out among the various
project elements.

3, Time element:

Project funds will be allocated in small increments over
the life of the Project. This permits USAID and GSL to learn
from mistakes made in early stages of the Project and take
corrective action. For example, funds for the micro-grants
program will be allocated on an experimental basis in tranches,
thereby providing an opportunity to assess the costs and
benefits of this component before proceeding further.

4. Reaching the Poorest of the Poor:

The Project deals directly with the needs of the most
disadvantaged groups by focusing on sub-projects at the
grassroots level. The direct benefits may be expected 10 occur
more quickly than projects which are larger and only indirectly
aimed at alleviation of poverty.

5. Low Capital Costs:

Capital costs will be incurred during the life of the
Pro ect but will be relatively low compared to other
development projects. Use of local labor and of appropriate
simple technology are encouraged in sub-project and micro-grant
projects.

6. Small Scale:

The scale of project elements tends to be relatively
small. Although the sub-project grants may each range from
$25,000 upwards, the new experimental micro-grants program
involves grants from between $500 to $10,000. The small scale
is more proportionate to the financial resources available to
the participant communities and their skill levels. The small
scale of project elemcnts will likely permit more sustainable
and replicable activities by community members in the absence
of outside sources of unding.

Particular Advantages of Sub-projects

The sub-project element of PVO Co-financing II is an
extension of the activity carried out under PVO Co-financing
I. Its extension is warranted, given the perceived economic
benefits of the first project. Under PVO Co-financing I, PVO
support was extended to a variety of activities, most of which
were directly related to income generating activities such as
food production, including increased productivity and cottage
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industries. PVOs also supported a number of sub-projects aimed
at institution building in the rural sector, transfer of
appropriate technology, human resource development,
environmental management and improved basic community
facilities. All these sub-projects were required to submit
expenditure statements, including the financing of expenditures
not met by USAID and income statements. The sub-project
proposals, together with the expenditure and income statements
were reviewed under the Project by the USAID Project Review
Committee. Its decision to support a given PVO activity was
generally taken in light of the following:

1. Whether the sub-project is cost-effective;

2. Whether the proposed activity leads to the duplication of
efforts either by the government or any other parastatal .

organization;

3. Expected benefits of the sub-project and the degree of
spread effects of anticipated benefits;

4, Socio-economic characteristics of the target group;
S. Geographical locations of the proposed sub-project;

6. Opportunities for self-employment and the degree of
participation by disadvantaged groups and women;

7. The prospects of self-sustaining the proposed activity once
the USAID support tecrminates.

Almost all the sub-projects that were supported under the
PVO Co-financing I Project were highly cost effective, mainly
because of the availability of free labar, inputs and the use
of local resources and cost saving technologies, The spread
effects and the potentials for income and emplcyment generation
were also quite significant., If the rates of return on the
sub-projects were computed, they would certainly exceed the
commonly accepted rate of return of 13% for financing
sub-projects in the public sector. The two evaluations
conducted in 1983 and 1986 have clearly justified, on ecanomic
grounds, the continued USAID support for PVQC sub-projects.

Particular Advantages of New Project Components

The proposed PVO II Project has several features which
enhance the use of USAID support to PVO organizations. These
new project elements focus particularly on (a) developing
better coordination between established organizations, (b)
building up of PVO management skills and (c) reaching out to
smaller regional and community-based PVOs through the
experimental micro-grants program. These new components are a
result of recommendations given by the teams evaluating PVO
Co-financing I. Strengthening coordination and building PVO
management skills are expected to derive indirect benefits by
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enhancing PVO capabilities to carry out successful
sub-projects, avoiding duplication of effort and learning from
eachother's experiences. The micro-grants program is expected
to directly benefit the poorest segments of the population and
broadens the number of PVOs engaging in development-oriented
sub-projects. All these additional features of the Project
will undoubtedly increase its economic justification.

I.3 Social Analysis

In the social analysis of this project, three sets of
questions need to be addressed: ~

(1) Social and Cultural Feasibility:

Are the project elements compatible with the
socio-cuitural environment? Is it reasonable to expect
the presumed project participants to respond to the
various clements as planned? And is the orientation of
the Government of Sri Lanka supportive of development
efforts of voluntary organizations? .

(2) Analysis of Organizations Supported:

Do organizations exist which ar=z likely to respond to
the invitation for development sub-project proposals?
Can they raise the requisite counterpart
contributions? Can they adequately define and manage
sub-projects? What types of organizations are the
different project elements likely to engage? What are
the skills and capacities of these organizations? And
what impact will the topical selection criteria and
eligibility criteria have on organizations which apply
for grants?

(3) Social Consequences and Beneficiary Analysis:

What social groups will the Project help, not help, or
adversely affect? What will be the likely distribution
of participation or benefit by socioeconomic groups?

By gender? By ethnic group and region?

(4) Diffusion Effects:

Is the Project likely to result in the diffusion of any
technical or organizational innovations?

Since the basic structure of the Project is similar to the
predecessor PVO Co-financing I Project, many of thes: questions
can be answered by reference to the experience with that
project. Two interim project evaluations have presented
information relating to some of the questions. However, the
new smaller elements of the Project (micro-grants, PVO
Association strengthening and enhancing PVO management skills)
require additional consideration.
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Because of the project structure where new PVO proposals
will be presented and considered during the life of the
Project, the answers to many of the social impact questions we
usually ask of projects depends on the individual PVO
sub-projects which are submitted and approved. Though the
acceptable categories for PVO sub-project proposals will be
somewhat narrower than in the predecessor project, there will
still be considerable variation among sub-projects implemented
by PVOs themselves. Beneficiaries, for example, will vary
substantially among sub-project and micro-grant projects and
PVO workshop and training activities in type, number and extent
of benefit. For this reason, a simple beneficiary analysis is
required as a part of PVO proposals.

I.3.1 Social and Cultural Feasibility

The basic socio-cultural feasibility issue concerns the
sub-project and micro-grants elements, although consideration
must also be given to the feasibility of strengthening PVO
Association capabilities and enhancing PVO skills must also be
considered. Questions to be asked include: can the Project
function as expected in the context of Sri Lankan voluntary
organizations? Are the project elements, particularly the
sub-project and micro-grants elements, compatible with the
socio-cultural environment? And can the presumed participants
and beneficiaries reasonably be expected to participate in
sub-project activities as planned?

The predecessor PVO Co-financing T Project provides
sufficient experience to make fairly confident predictions on
this score. PVOs will come with useful proposals, provided
that the information about the grants is disseminated and that
proposal review criteria are clearly conveyed. Though PVO
sub-projects may have a range of design, implementation,
management or technical problems, few, if any, are likely to be
""culturally inappropriate."

A large portion of the grants can be expected to go to Sri
Lankan organizations, where the sub-projects have been designed
by Sri Lankans. Even the several U.S. PVOs working in Sri
Lanka (e.g., Save the Children) have senicr Sri Lankan program
staff or even a Sri Lankan director. Though many PVO leaders
have urban backgrounds, the PVO organizational ideologies and
field experience of most PVOs results in their designing and
conducting sub-projects and micro-grant projects which are
responsive to the needs of the rural poor. In many, though not
all cases, sub-project and micro-grant proposals will be for
work in geographic or topical areas where the PVO is already
experienced.

Many of the larger Sri Lankan PVOs still have a
paternalistic or welfare orientation, do not set development
goals, and do not involve beneficiaries in sub-project
decisions. However, there are also a number of
development-oriented PVOs which value self-reliance,
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beneficiary participation, and working through local community
organizations. Co-financing grants under the predecessor
project have encouraged some welfare-oriented PVOs to undertake
development sub-projects.

For individual sub-projects and micro-grants projects, the
relevant feasibility questions are likely to revolve around
locating viable economic and sustainable activities for the
poor, matching the proposal's organizational structure and
strategy to sub-project objectives, using an unfamiliar
technology requiring more organizational effort than apparent,
or planning for the withdrawal from a sub-project.

A portion of grant funding is allocated to strengthen one
or more PVO Association and to enhance PVO management skills.
These new elements of the project largely will involve Sri
Lankan PVOs which have some, though limited contact with one
another. Although there are risks of PVOs feeling their power
is being eclipsed by other PVOs under this project element, PVO
leaders generally feel the benefits outweigh the costs. While
some PVOs may choose not to participate in activities, it may
be assumed that the majority are interested in greater
cooperation between PVOs and participating in training and
workshop activities.

I.3.2 Analysis of Organizations Supported

Perhaps the most important aspect of the social analysis
for this Project relates to the voluntary organizations whose
sub-projects would be supported. The basic questions are:

Are there eligible organizations available likely to
respond to the invitation for development proposals?

Do they have the capacity to carry out such sub-projects?

And can they raise the requisite counterpart funds?

More broadly, what is the range of voluntary organizations
which exist in Sri Lanka? Which are likely to be selected out
for support under different project elements? What are the
skills and capacities and shoricomings of these organizations?
And to what extent are U.S. PVOs working in Sri Lanka likely to
apply for or be eligible for co-financing grants?

There are four types of support for PVO activities included
in this Project:

(1) Larger PVO co-financing sub-project grants;

(2) small experimental miéro-grants;
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(3) strengthening of one or more PVO Association;

(4) building PVO management skills.

Each type of support is oriented towards a different set of
voluntary organizations and implies a different set of
organizational arrangements. The organizations related to each
of these elements will be considered separately.

Co-financing Sub-project Grants

This element for large sub-projects will account for the
bulk of the project expenditures and is consistent with PVO
Co-financing I. Prior experience with co-financing grants has
established that (1) Sri Lankan PVOs will come forward with
useful sub-project ideas, (2) there are sufficient PVOs which
can implement such sub-projects and (3) with some
qualification, PVOs can raise the resources needed for their
minimum contribution.

Under PVO Co-financing I, sub-project grants were made to
29 PVOs. Of the organizations, 21 were Sri Lankan PVOs and 8
were American-based PVOs. Of the grants approved, only two
were cancelled, both for American-based organizations. For
every sub-project grant which was approved by the GSL and
USAID, approximately two proposals were rejected, in most cases
at the concept paper stage. The 1986 interim evaluation
describes the PVOs supported under PVO Co-financing I.

Under the predecessor project, co-financing grants
originally were considered in the range of $5,000 to $100,000.
Most earlier grants were in the range of $20,000 to $50,000,
The smaller grants were applied for and awarded for several
reasons. Some of the applicants initially had little
management experience, and needed to establish a track record
before being considered for larger sub-grants. Several
organizations which originally managed smaller sub-projects
subsequently received larger grants for other activities. Most
of the Sri Lankan PVOs do not have the financial base to
locally raise the required contribution to match a co-financing
grant of $50,000. Thus, the larper grants have gone primarily
to larger Sri Lankan organizations (such as Sarvodaya) or
American organizations (like CARE or Save the Children) which
have both strong project management skills and a good base for
fund-raising in the U.S.. The $100,000 limit on co-financing
grants was later raised to $300,000 and ultimately removed. In
the last years of awarding grants under the predecessor
project, several have been for more than $300,000. But among
the Sri Lankan PVOs which have received grants, only a few have
the financial base to provide the required matching
contributions. Thus, for the development of the Sri Lankan
PVOs, grants in the range of $20,000 to $100,000 will continue
to be important.
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Though the diversity of PVOs supported under the
predecessor project is apparent, the most recent evaluation
team was of the view that there were still a fair number of
other PVOs which had not been supported, though their
capacities or reputations were similar to those PVOs which had
been funded. The teams concluded that the following factors
limited the range of PVOs funded, in addition to th»
size-of-project considerations mentioned above:

(1) poor channels of information about co-financing grants;
(2) long and cumbersome application process;

(3) lack of skills in sub-project proposal preparation;

(4) lack of english language skills,

Under PVO Co-financing I, the primary eligibility criteria
for Sri Lankan PVOs was that they be registered with the GSL as
"'charitable organizations'" and that they be registered with
USAID. One concern of USAID has been whether the requirement
of registration as a charitable organization excluded other
types of private, non-profit, tax-exempt organizations involved
in the range of development activities the Project is trying to
encourage. JSome organlizations which appeared to be excluded
are those registered as cooperatives or cooperative
federations. Also, once a settlement to the ethnic conflict in
the north and east 1s achieved, would the '"citizens councils"
found in some of the major centers be eligible for co-financing
grants? The answer to this concern is in part found in the
section on micro-grants project. For larger organizations
applying for sub-project grants, the registration criteria
still seem to encompass a wide variety of organizations.
Finally, as registration can usually be accomplished in three
to six months, the eligibility requirement is being left as in
the predecessor project.

Under this Project, the range of sub-projects which will
be eligible will be notably narrower than in the predecessor
project, as noted in the functional accounts (Appendix F).
There is some risk associated with this narrowing of selection
criteria, the effect of which is difficult to predict
confidently. 1In short, the risk is that there will be a lower
number of eligible sub-project proposals because sub-projects
will be required to be in areas where relatively few PVOs are
strong.

Micro-grants

The micro-grants program is a new experimental program,
arising out of the limitations of PVO Co-financing I in
reaching small regional and community-based PVOs. There are
numerous small regional and community-based PVOs in Sri Lanka
which lack the capacity to manage grants of greater than 5,000
or $10,000. Following a set of simplified guidelines and
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procedures for grant applications, such organizations will be
given the opportunity to participate in the co-financing
project. It is anticipated that the larger PVO or intermediary
organization handling a micro-grant project, will have to work
closely with potential PVOs to encourage them to apply for
funds. By waiving the GSL registration criteria for
micro-grantees, it is anticipated that a greater number of
small PVOs will be reached.

PVO Association Strengthening

The project element to strengthen one or more PVO
Association so that it can coordinate activities among PVOs and
undertake workshop and training activities will require careful
selection of an appropriate organization. A review of existing
PVO Associations in Sri Lanka is found in Appendix F. While
strengthening will require significant effort, given the
weaknesses of existing organizations, the potential benefits
are great. Currently, PVOs lack any strong coordination and
often there 1s overlap between projects carried out by
different PVOs and a lack of opportunity to exchange ideas.
This element too is experimental and will require careful
planning and technical assistance.

Improving PVO Management Skills

It 1s anticipated that the PVO Co-financing II Project
will assist PVOs in developing their management capabilities
through workshop and training activities. These activities may
be expected to reach any interested PVOs, provided they are
made aware of the activities and given the opportunity to
participate. While there is a risk that only larger PVOs will
take initiative in participating, the PVO Association
responsible for coordinating activities will have to be
sensitive to the needs of smaller organizations. There ?te a
number of active and useful training institutes in Sri Lanka
that can provide assistance in developing management skills
(see Appendix I) and it is anticipated that they will be used
as appropriate.

I.3.3 Social Consequences and Beneficiary Analysis

Some main issues of concern in social analysis are the
potential beneficiaries - Who will the Project help? Not help?
Adversely affect? Under PVO Co-financing I, according to the
evaluation teams' rough estimates, the Project benefitted
approximately 130,500 people, through increased income and
employment, training, project assets for households,
infrastructure development, health, and nursery and pre-school
care. A summary of the benefits are found in the 1986 interim
evaluation of PVO Co-financing I.

Under PVO-Co-financing II, the beneficiaries will be
slightly different, given the new criteria for funding under
the changed CDSS. Thus, those benefitting from health
sub-projects will be reduced.
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In conjunction with the predecessor project, PVO
Co-financing II will continue to have its greatest impact on
the poorest segments of Sri Lankan society. The implementing
organizations are systematically biased in favor of working
directly with poorer and disadvantaged segments of society.
Additionally, the Project will encourage, through its selection
criteria, a shift from purely welfare activities to
development-oriented activities.

The geographic and ethnic distribution of the Project will
be limited somewhat due to the ethnic conflict which limits
support of sub-projects in the North and East. However, some
national organizations, such as Sarvodaya may continue to
support work in both the North and South. After a settlement
is reached, the eligibility criteria may be amended to support
sub-project grants by non-registered organizations in the North
and East.

Women In Development Analysis

The second interim evaluation of that project commented
that the project had an extremely good record among AID
projects in effectively involving and benefiting women. Of the
29 sub-projects which had then been approved, eight focused
primarily on women, and etght were integrated which either had
elements focused on women or a high proportion of women
participants. There were only four sub-projects which did not
substantially 1nvolve women 1n some way,

Taken as a group, the sub-projects were seen as having
increased the incomes of women, either through self-employment
enterprises, training skills for employment, or direct
employment. 1In several sub-projects where incomes and
employment were not directly affected, women were major
decision makers in the use of sub-project resources in their
villages. 1In several sub-projects which had much broader
objectives, the PVO's entree into the community was through a
women's association, such as a mother's club.

The evaluation also noted a tendency in skills training to
divide training into culturally conceived female (sewing,
dairy, etc.) and male (masonry, carpentry, mechanics) skills,
despite the evidence from one urban PVQ sub-project that women
could be successfully trained and employed in the latter, more
lucrative professions. On the other hand, several of the most
interesting of the PVO sub-projects helped develop women's
microenterprises.

Under PVO Co-financing II, continuing special consideration
is given to sub-projects concerning women and it is anticipated
that they will be a significant portion of the direct
beneficiaries.
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1.3.4. Diffusion Effects

Local diffusion of technical innovation in sub-projects and
the micro-grants project is possible but not likely to be a
major project impact. However, the potential diffusion effects
of improving PVO management capacities may be greater but
cannot be fully known at this time. Finally, the diffusion
effects through PVO Association coordination activities have
the greatest potential.

Some project impacts on PVOs which may possibly extend
beyond those actually receiving PVO co-financing grants are
difficult to measure. They may be summarized as follows:
(1) orientation from welfare to development;

(2) improved financial management by PVOs;

(3) improved ability to design and implement development
projects;

(4) improved monitoring and evaluation by PVOs undertaking
development projects.

1.3.5 Conclusions

The feasibility of successful sub-project grants by PVOs is
clearly established by the predecessor project. The new
elements cf the project are experimental and will be tested
cautiously. In particular, the micro-grants program will be
evaluated separately from the overall project evaluations to
determine its success.

The PVO Association strengthening element addresses a real
need and its feasibility is likely. It too will be considered
experimental however.

The Project has a very high probability of directly
involving large proportions of poor, disadvantaged groups and
women, based on the success of the predecessor project.

While the ethnic conflict continues, there will remain some
difficulty in working with organizations based in the North and
East. The Mission will continue tc seek such possibilities
where either some degree of monitoring is possible, or the
integrity and reputation of the FVO is such that minimal
monitoring may be acceptable.

The project purpose contains both a statement of goals and
means. Achievements of the project purpose (enhancing
opportunities for local communities to participate in their own
development) is clearly established as feasible by the
predecessor project. The goals of increasing the involvement
and effectiveness of PVOs is clearly a long-term development
objective, but one on which progress can be expected during the
life of the Project.
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I.4 Administrative Feasibility

The final evaluation of PVO Co-financing I indicated that
the administrative arrangements were well handled and project
management was excellent. Under PVO Co-financing II, the
administrative arrangements are modified slightly to ensure
compliance with USAID's agreement with GSL. These
modifications, however, are not expected to affect
significantly the administrative feasibility of the Project.
Additionally, a new element of the Project, in which one or
more intermediary organization takes on an administrative role
and manages the micro-grants program, is expected to relieve
the AID Mission of administrative responsibilities for which it
does not have staff to handle.

6sL.

Within the Government, the administrative burden for
sub-project activities will fall mostly on the various line
Ministries concerned with individual PVO activities. This will
be spread among a number of ministries, and the ministerial
administrative duties for an individual sub-project is
nominal. Thus, the PVO Co-financing II Project does not place
a substantial administrative load on the line ministries.

In view of the revised procedures to be followed in
approving sub-projects, the Ministry of Plan Implementation and
the Department of External Resources will have greater
administrative involvement in this Project than in PVO
Co-financing I and all members of the PRG will have equal
voting rights when recommending approval of a particular
proposal. MOPI has nominated a Deputy Director to handle the
overall Project and to sit as a member of the Proposal Review
Group. The Ministry of Finance and Planning (Department of
External Resources) too has appointed a member of the Proposal
Review Group but it is anticipated that their additional
workload will not be substantial. Therefore, no administrative
difficulties are anticipated. Both Ministries have accepted
the additional responsibilities.

USAID

A full-time senior FSN is the Project Manager for PVO
Co-financing I and he will also be the Project Manager for PVO
Co-financing II. He will act as secretary of the USAID Project
Review Committee and will continue to perform the same
functions as before. The workload of the USAID Project Review
Committee will not be increased substantially.

Final recommendation for approval of proposals will be made
by the Proposal Review Group who will submit their
recommendation to the Department of External Resources.
Approval will not be made by the USAID Project Review
Committee. No additional workload is anticipated and in fact,
it is anticipated that the new sub-project approval process
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will be more streamlined than was previously the case under PVO
Co-financing I.

PVOs

The administrative capability of the implementing agent
(i.e., the sponsoring ong will be a key element in the success
or failure of project elements. Each proposal submitted for
PVO Co-financing II funding will contain a brief, but succinct
analysis of the PVO's administrative capabilities,

Novel Appréaches

Under PVO Co-financing II, new elements have been added to
enhance the administrative capabilities of PVO participants.
These elements include developing institutional capabilities of
PVOs and strengthening the coordinating function of one or more
PVO Association.

Except for a handful, most of the indigenous PVOs depend on
voluntary and part-time staff to manage their activities. Even
in the case of the few that have paid staff, the remuneration
is poor and therefore they are unable to attract and retain the
services of talented and qualified personnel. There is thus an
urgent need to strengthen institutional capabilities,
particularly management and technical capabilities of the
indigenous PVOs. There 1s also an urgent need to enhance
collaboration and sharing of information among PVOs. A sum of
$250,000 has been earmarked for improving PVO management skills
and $250,000 for strengthening one or more PVO Association to
coordinate activities among PVOs. It is anticipated that these
project elements will contribute to greater administrative
feasibility of the Project and of future projects of this kind.

I.5 Environmental Assessment

PVO Co-financing II will, from an environmental viewpoint,
be quite similar to the PVO Co-financing I Project. The 1986
interim evaluation of Co-financing I Project found "no instance
of detrimental effects on the physical environment from project
activity" due largely to the relatively small-scale and
widespread nature of selected sub-project activities.
Accordingly, no significant negative environmental effects are
anticipated from the proposed Co-financing II Project. In
fact, planned activities by sub-projects and the new
micro-grants projects such as continued reforestation and
conservation education work will result in significant local
environmental benefits to selected target populations and
areas. However, to ensure that any potential negative
environmental impacts are minimized, all sub-project proposals
and micro-grant proposals will be required to include brief
assessments of the extent apnd nature of any potential
environmental impacts associated with a proposed activity.
These assessments will then be reviewed by the Proposal Review
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Group and the USAID Project Review Committee (including the
mission environmental officer), to determine if any adverse
environmental effects are anticipated from a given activity.

If warranted, they will recommend appropriate mitigative
measures to properly ameliorate any such effects. Based on the
above, a negative environmental threshold determination is
recommended for this Project pursuant to Section 216 2 (C) (1)
(I) of the revised agency environmental procedures.
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