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Three Projects

• Basic Service Fund - S. Sudan
– £30 mil., Pool, 1ary Health, Education, Watsan

– Managing Agent, 20+ NGO implementers

• Darfur Community Peace & Stability Fund
– £16 mil., Pool, Community reconciliation

– UNDP manager,  10+ UN/NGO implementers

• Uganda Democratic Governance Facility
– £12 mil., Pool, Democracy, Legal aid, Rights etc

– Danida managing, 80+ GoU/NGO implementers



And More

• DFID Intermediary Agents
– £490 mil., 14 Civil Society Challenge Funds

– Contract/NGO managed, 500+ NGO implementers

• Africa Conflict Prevention Pool
– £140 mil., disarmament, security reform etc

– DFID/MoD/FCO man’d, 30+ UN/Gov/NGO impl’r

• Pakistan Civil Society
– £20 mil.,  civil society strengthening

– ?? managed, 30+ national NGO implementers



OGC DFID Procurement Review 2008

Eight Key Facts

1  moving from traditional programme to direct budget support and delivery
through third parties .

2    “ huge diversity” - 50 countries - wide range of aid delivery channels
3 .. from small independent charities to multilateral, multi-governmental

organisations; the “political impact of the NGOs is huge ”
4    Paris Declaration emphasis on multilateral channels. ‘This arms’ length delivery

makes VFM assurance more challenging, added to which is the direction to
demand strong delivery performance: “multilateralism with edge ”.’

5  VFM heavily influenced by political/economic factors of recipient country.
“Delivery of aid in a timely manner is itself a key political measure of success.”

6   Local environment hugely challenging, areas of conflict/fragile states. “There are
tough procurement challenges – in markets that are often immature.”

7   A 46% increase in aid over CSR period – “but to be delivered within an admin
budget that decreases 2.4% year on year .”

8  “The highest return often comes from the riskier aid channels, which involve
higher levels of in-country engagement .”





AND THE OGC FOUND

• No articulated procurement vision, .... . Procurement
not represented on Board.

• DFID “has viewed procurement rather narrowly”,
focus on direct spend ... “a largely administrative
activity” ....

• Supplier performance not rigorously managed  .....
• “Rigorous” application of EU procurement rules,

“DFID relies heavily on ‘open competition’,”
• .. lots of good practice ... also inappropriate rigidity …
• Plenty of data but no Management Information.
• Consequently “a lack of understanding of

procurement basics ”





What have DFID done about it?
• A plan - woolly and platitudinous

– “Research and analysis (!!) of the development effectiveness of
multilateral aid agencies’, recipient partners, and CSOs’ procurement
management systems (!!), processes and supply bases, and
judgement on whether closer linkages with DFID would have
commercial (??) benefits.”

– Only one among 20 items addresses the OGC’s big one.

• A Commercial (??) Strategy - largely ditto



Strategy Outcome 2 (Not 1!)

Has this happened?

Not in the any of the arrangements I have
reviewed.



VfM  = 1. Economy
• The right inputs - ‘not to hot, not too cold’ - at the

right UNIT price
• How do you judge  that?

– A budget which shows quantities, specifications and unit
prices, not just £££

– Benchmarks for unit prices (ie Management Info)
– Somebody to review the budget AND negotiate

• Competition helps but it is not always possible and it is
never the complete answer

Is it happening?
Contractors Partially, Govt &  NGOs Rarely,

Multilaterals Never



• PRODUCTIVITY: maximum output per unit
input

• How do you judge that?
– A workplan showing input quantities against outputs
– Benchmarks of reasonable input:output ratios
– Somebody to review the plan AND negotiate

• Competition - more important but still not the
whole answer

Is it happening?
Ditto

VfM  = 2. Efficiency



• Greatest impact per unit output

• How do you judge that?
– Avoid the M&E theology

– Look for simple, robust measures: especially 
UTILISATION

Is it happening?
No.  Everybody loves the M&E theology

VfM  = 3. Effectiveness



Cascading Implementation
A.  DFID > UNO > INGOs > NNGOs > Community
• Overhead costs at every stage: Total to 30% of fund
• Effective Budgets/Workplans only at second stage
• No economies of scale, short periods
• Weak governance, especially in Pools
B. DFID > Contractor > INGOs > NNGOs > Community
• Overhead costs at every stage
• Budgets/Workplans only at 1st and 2nd stage
• No economies of scale, short periods
• Better governance if Donor engaged
C. DFID > INGOs > NNGOs > Community
• DFID overhead concealed
• DFID’s need for ‘relationship’ weakens governance



A VfM  Checklist - A. The ‘Contract’

ToR/Contract/Grant Agreements at All Stages
• Outcomes, Responsibilities, OVI/MoV
• Planning & budgeting procedures: link to OVI
• Reporting & Accounting procedures
• Governance  (esp Pooled Funds, Foundations)
• Asset ownership
• Cost Estimates/BoQs
• Procurement Procedures



Cost Analysis
• Fee rates: International/Nat’l (Std day basis)
• Admin Fees - % of fund
• Explicit overheads - % of fund, value added
• Disguised overheads - % of fund, val. added

– NB Staff (Country Directors etc)
• Major non-staff costs: quantities/unit prices

– Any item > say 5% of budget
– eg airfares, vehicles, fuel per month

• Output unit costs: per Well, per School etc

BENCHMARK EVERYTHING

A VfM  Checklist - B1. Economy



The Heart of the Matter
• Staff days per unit output eg:

– per grant under management
– per patient seen, well built, official trained

• Output unit costs: per Well, per School etc
– Direct
– Direct + Indirect

• Other costs per unit output eg:
– Vehicles per schools supported
– Tonnes cement per school etc, etc [BoQs!!!]

• (Dis)Economies of scale

BENCHMARK EVERYTHING

A VfM  Checklist - B2. Efficiency



Some Key but Tricky Issues
• OTBE, big projects are better VfM
• Long projects generate efficiencies of knowledge

and greater impact
• Coverage and Response trade off against Impact

and Sustainability
• Political value of C & R has to be set against

Value for Money of I & S
• ‘Joined-Up’ strategies and VfM Synergies cost

money and effort: rarely forthcoming
• Capacity Building trades off against Delivery

MOST PROGRAMMES LEAN TOWARDS
POLITICS, NOT VFM

A VfM  Checklist - C. Strategy



• Project size
• Project length
• Balance between Resources and Objectives

– Unrealistic objectives the norm
• Time allowed relative to objectives

– Unrealistic timescales ditto
• The funding cycle

– Far too many on one year agreements
• Balance between capacity building and delivery

– Implementer capacities universally overestimated
– Capacity building and delivery objectives commonly

muddled up

Some Strategic VfM  Indicators


