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Commercial Understanding is defined as assessing the full range
of procurement and/or funding options, from design through to
delivery, and choosing the option that will maximise value for
money and impact.

DFID will use a range of techniques and competences, including
market analysis to obtain a better return for the development pound




Qutcome 2: Better value for money achieved from third
parties

» Procurement assessments carried out for major funding proposals to
multilaterals, CS0Os and developing country governments, by December
2009

» Increased collaboration with donor agencies on shared approaches for
procurement assessments by December 2009

» Strengthened treatment of procurement within DFID’s Fiduciary Risk
Assessment by June 2009.













Cascading Implementation

A. DFID > UNO > INGOs > NNGOs > Community
 Overhead costs at every stage: Total to 30% af fun
o 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. DF
 DFI
e DFI

D > INGOs > NNGOs > Community
D overhead concealed

D’s need for ‘relationship’ weakens governance






A VIM Checklist - B1. Economy

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

e Output unit costs: per Well, per School etc

BENCHMARK EVERYTHING







A VIM Checklist - C. Strategy

Some Key but Tricky Issues
OTBE, big projects are better VIM

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 | & S

‘Joined-Up’ strategies and Vidynergies cost
money and effort: rarely forthcoming

Capacity Building trades off against Delivery

MOST PROGRAMMES LEAN TOWARDS
POLITICS, NOT VFM







