
 

HC 64 
Published on 22 March 2007 

by authority of the House of Commons 
London: The Stationery Office Limited 

£0.00   

House of Commons 

Committee of Public Accounts  

DFID: Working with Non–
Governmental and other 
Civil Society Organisations 
to promote development  

Eighteenth Report of  
Session 2006–07  

Report, together with formal minutes, oral and 
written evidence   

Ordered by The House of Commons 
to be printed 12 March 2007  
 



 

 

The Committee of Public Accounts 

The Committee of Public Accounts is appointed by the House of Commons to 
examine “the accounts showing the appropriation of the sums granted by 
Parliament to meet the public expenditure, and of such other accounts laid 
before Parliament as the committee may think fit” (Standing Order No 148). 

Current membership 

Mr Richard Bacon MP (Conservative, South Norfolk) 
Annette Brooke MP (Liberal Democrat, Mid Dorset and Poole North) 
Greg Clark MP (Conservative, Tunbridge Wells) 
Rt Hon David Curry MP (Conservative, Skipton and Ripon) 
Mr Ian Davidson MP (Labour, Glasgow South West) 
Mr Philip Dunne MP (Conservative, Ludlow) 
Helen Goodman MP (Labour, Bishop Auckland) 
Mr John Healey MP (Labour, Wentworth) 
Mr Sadiq Khan MP (Labour, Tooting) 
Mr Edward Leigh MP (Conservative, Gainsborough), (Chairman) 
Sarah McCarthy-Fry MP (Labour, Portsmouth North) 
Mr Austin Mitchell MP (Labour, Great Grimsby) 
Dr John Pugh MP (Liberal Democrat, Southport) 
Don Touhig MP (Labour, Islwyn) 
Rt Hon Alan Williams MP (Labour, Swansea West) 
Iain Wright MP (Labour, Hartlepool) 
 
The following were also Members of the Committee during the period of the 
inquiry: 
 
Kitty Ussher MP (Labour, Burnley) 

Powers 

Powers of the Committee of Public Accounts are set out in House of Commons 
Standing Orders, principally in SO 148. These are available on the internet via 
www.parliament.uk. 

Publications 

The Reports and evidence of the Committee are published by The Stationery 
Office by Order of the House. All publications of the Committee (including press 
notices) are on the Internet at http://www.parliament.uk/pac . A list of Reports 
of the Committee in the present Session is at the back of this volume. 

Committee staff 

The current staff of the Committee is Mark Etherton (Clerk), Philip Jones 
(Committee Assistant), Emma Sawyer (Committee Assistant), Anna Browning 
(Secretary) and Luke Robinson (Media Officer). 

Contacts 

All correspondence should be addressed to the Clerk, Committee of Public 
Accounts, House of Commons, 7 Millbank, London SW1P 3JA. The telephone 
number for general enquiries is 020 7219 5708; the Committee’s email address is 
pubaccom@parliament.uk 

 



    1 

 

Contents 

Report Page 

Summary 3 

Summary of conclusions and recommendations 5 

1 How and when to engage with civil society organisations 7 
The importance of engaging with CSOs 7 
The advocacy role of CSOs 11 

2 Targeting the poorest 12 
How DFID’s funding choices affect the poorest 12 
Improving targeting through working with others 13 

3 Measuring achievements 14 
Using performance indicators 14 
Results measurement of individual schemes 15 

4 Improving value for money 16 
Assessing cost-effectiveness 16 
Competition 17 

 

Formal Minutes 18 

Witnesses 19 

List of written evidence 19 

List of Reports from the Committee of Public Accounts Session 2006–07 20 
 
 





    3 

 

Summary 

The Department for International Development (DFID) channelled £328 million of its 
development aid expenditure through Civil Society Organisations (CSOs) in 2004–05. 
Although this sum was nearly double the equivalent figure for 1997, as a proportion of 
expenditure it declined from 9.8 to 8.5%. CSOs include large international charities based 
in donor countries and local collaborative and mutual assistance groups based in 
developing countries. They play a variety of roles in development. They deliver services in 
areas including health and education, give a voice to the poor and help hold governments 
accountable for poverty reduction. 

DFID has several funding streams for engaging with CSOs, including in-country funding 
of local CSOs, strategic partnership agreements (called Partnership Programme 
Agreements) with key non-governmental organisations, and funding of UK CSOs through 
a Civil Society Challenge Fund (Figure 1, page 8). 

On the basis of a report by the Comptroller and Auditor General,1 we examined how DFID 
is engaging with CSOs. This Report covers four themes: 

• How and when to engage with CSOs. DFID recognises the important role which 
CSOs can play in development, but does not systematically assess their 
effectiveness. DFID is increasing its funding of CSOs which promote 
accountability and lobby for change; 

• Targeting the poorest. Some CSOs have a vital role in providing services to the 
poorest people. But these CSOs are often small and informally structured which 
makes it hard for DFID to engage with them. To target its assistance well DFID 
needs good co-ordination, both internally and with other development partners;  

• Measuring achievements. On projects where DFID worked with CSOs, almost 
half of project indicators were not robust. A particular area of weakness was 
DFID’s support for capacity building and advocacy projects. Only a quarter of 
Programme Partnership Agreements had specific and measurable indicators; and  

• Improving value for money. DFID’s projects and Agreements have largely met 
their objectives. But formal monitoring arrangements provide little insight into 
value for money. DFID needs to assess not just effectiveness but also cost-
effectiveness. It could make more use of competition to promote better value for 
money. 

 
 
 

 
1 C&AG’s Report: Working with Non-Governmental and Other Civil Society Organisations to promote development, 

HC (2005-2006) 1311 
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Summary of conclusions and 
recommendations 

1. Weak assessment by DFID of the strength and distribution of CSOs within 
developing countries hinders well-targeted assistance and the ability to track their 
effectiveness. DFID should develop an assessment framework to enable it to rate the 
nature, strength and location of these organisations since CSOs’ performance can 
affect both the delivery of aid and oversight of its effectiveness. DFID should then 
make, and periodically update, assessments for all significant country programmes. 

2. Donors are less well coordinated in assessing and supporting CSOs than in their 
support for developing country governments. DFID should develop and apply its 
assessment framework jointly with other donors and multilateral organisations and 
share the associated costs with them.  

3. In fragile states, such as the Democratic Republic of Congo, the roles that CSOs 
can play in poverty reduction are limited by insecurity and the risk of physical 
violence. DFID should frame its country programmes to deal explicitly with aspects 
such as security, judicial independence and the rule of law, so that CSOs can 
contribute fully to poverty reduction in circumstances where the state lacks capacity. 

4. DFID's emphasis on CSOs’ roles in lobbying developing country governments on 
behalf of the poor and holding governments to account for service delivery 
creates risks that governments come to see CSOs as a threat to their authority. 
DFID should discuss these risks with CSOs before starting a project to ensure that 
potential consequences are well understood. And it should develop its policy on how 
to respond if beneficiary country governments react adversely to CSO activity, 
including contingency planning where appropriate. 

5. CSOs have often performed better than developing country governments in 
providing benefits for the poorest. But as DFID puts more emphasis on budget 
support to governments, CSOs’ skills may not be fully used. DFID should 
periodically assess how well donor and beneficiary country government funding is 
targeted at the poorest groups, and promote increased funding through CSOs where 
this is likely to be more effective at reaching the poor. 

6. Donors, developing country governments and CSOs have all said that they do not 
have a clear view of DFID’s policy on engaging with CSOs. Any misunderstanding 
with CSOs undermines the flow of high quality project proposals. Poor 
communication with donors or developing country governments raises the 
possibility of gaps and overlaps in support. DFID should present its policy more 
clearly to others in the field and check that they understand it. 

7. DFID has little idea of the results of almost half of its projects and three quarters 
of its strategic agreements, because performance indicators are not sufficiently 
specific or measurable. DFID also lacks effective ways of measuring the overall 
success of each funding scheme. To address these weaknesses DFID should: 
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a) ensure all indicators are specific and measurable to provide a better basis for 
measuring progress against the key intended benefits; 

b) make greater use of baselines to permit assessment of progress; 

c) make better use of organisational capacity, management and governance indicators 
in measuring results; and  

d) evaluate the impact of the Challenge Fund against its wider objectives such as 
providing services in difficult environments, rather than just at project level. 

8. DFID funding of Partnership Programme Agreements has been based on 
historical funding levels of the partners rather than their performance. DFID 
spent £30,000 on a consultancy to suggest appropriate performance criteria but 
rejected the consultant’s recommendations without establishing suitable alternatives. 
It should identify and adopt appropriate criteria covering the policies, capacity and 
performance of partners such as ability to influence others, to innovate, and to 
deliver projects cost-effectively. It should use them to judge how successful partners 
have been to date in meeting its objectives, and to inform future partner funding.  

9. By leaving the initiative with CSOs to bring forward project proposals, DFID may 
not be identifying the most cost-effective pattern of civil society actions. The 
resulting mix of proposals cannot readily be compared, or matched to strategic 
objectives. DFID should set out what it wants to achieve with the available funds and 
let CSOs bid to deliver those objectives. DFID also needs to improve its cost analysis 
of assistance proposals using techniques such as unit cost analysis and 
benchmarking. 
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1 How and when to engage with civil 
society organisations 

The importance of engaging with CSOs  

1.The Government has recognised the important role which CSOs can play in 
development. There are many CSOs worldwide, ranging from large charities based in 
developed countries to small and informal bodies based in developing countries. CSOs can 
provide a variety of roles, including delivering basic services to the poor, challenging 
country governments about their services, or advocating policy change. In 2005–06 DFID 
provided £328 million to these organisations, or 8.5% of its total funding (Figure 1).2 This 
is a similar percentage to countries such as Denmark and Canada (8 and 9% respectively), 
higher than France (2%) but much lower than some of the Scandinavian countries where 
the average is approximately 25%.3 The proportion of DFID’s funding channelled through 
CSOs has remained stable despite DFID’s increasing use of budget support to developing 
country governments.4 The most recent White Paper published in 2006 signals that this 
trend will continue.5 

2. DFID sees funding of CSOs as a means to pursue development objectives, not an end in 
itself.6 Country teams decide how best to use this route to pursue poverty reduction targets. 
In most countries DFID teams consider civil society as part of the overall country planning 
process. But the depth of analysis in country planning documents is varied, even taking 
into account different country circumstances.7 Only three countries have specific strategies 
for engaging with CSOs. DFID reported that country teams had developed strategies where 
CSOs were critical to their approach to achieving development benefits.8 For example, in 
Nigeria country staff wrote a separate strategy in response to difficulties in providing 
services to poor people there. 

3. DFID use CSOs to deliver important development benefits in a number of different ways 
according to country context. First, CSOs can give voice to the poor and improve 
accountability, by holding public officials to account. Encouraging citizens to challenge 
their governments on issues such as service delivery provides DFID with some assurance 
that governments are acting to reduce poverty. CSOs can deliver services to poor people, 
by activities such as building schools or digging wells. They can often respond quickly to 
humanitarian emergencies, providing vital supplies. Some CSOs also engage in lobbying 
and advocacy to raise key development issues and influence policy.9 DFID tailors its 
assistance according to country circumstances. 

 
2 Q 29 

3 Q 56 

4 Q 74 

5 DFID White Paper: Eliminating World Poverty—Making Governance Work For The Poor, 13 July 2006; Q 30 

6 Q 1 

7 C&AG’s Report, Summary, para 7, Figures 4, 5 

8 Qq 1, 20, 63 

9 Q 1 
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Figure 1. DFID total expenditure 2004–05 and a breakdown of funding to CSOs. 
 

Type of assistance Funding 
2004-05 Percentage

Civil Society (incl. 
humanitarian) £328 million 8.5%

Other Bilateral £1,539 million 39.8%
European Community £883 million 22.9%
Other Multilateral £573 million 14.8%
Humanitarian Assistance 
(excl. CSOs) £347 million 9.0%

DFID Administration £192 million 5.0%
Total £3,862 million

£328 million funding to CSOs is broken down as follows:

Funding route DFID funding
2004-05

Brief description

Country programmes £154 million To provide funding directly from DFID country 
programmes to CSOs in country. Includes small 
scale funding to individual CSOs and 
contributions to joint funds pooled with partners. 

Partnership 
Programme 
Agreements

£65.3 million Strategic level Agreements between DFID and 
UK CSOs to encourage advocacy and policy 
dialogue, and to help large non-governmental 
organisations build the capacity of smaller CSOs 
(26 CSOs currently have these strategic 
Agreements)

Civil Society 
Challenge Fund

£10.1 million UK CSOs bid for funding to engage with small 
scale aid projects, focusing on areas such as 
capacity building, advocacy, and service 
delivery.

Development 
Awareness Fund

£6.6 million To raise public awareness of international 
development in the UK  

Strategic Grant 
Agreements

£0.8 million To help UK CSOs without specific international 
development interest to make a contribution to 
poverty reduction.

Humanitarian and 
disaster relief

£91.2 million To support CSOs working in conflict prevention 
and to provide emergency response. This covers 
the Conflict and Humanitarian Fund and 
Disaster Relief.  

 
Note: Shaded rows indicate the main funding agreements covered in this report. 

Source: Ev 13 and C&AG’s Report  

4. DFID country teams need a sound understanding of the strengths and weaknesses of 
civil society, whether or not DFID chooses to provide significant funding to CSOs in-
country. How effective national CSOs are in challenging the policies and services of their 
governments, for example, can highlight risks or provide a degree of assurance if DFID 
decides to provide assistance through support to the government budget. But in practice 
the mapping of the strengths, position or skills of CSOs is limited.10 A “drivers of change” 

 
10 Q 66 
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analysis has now been used in 20 countries.11 While these studies have confirmed the 
importance of civil society to poverty reduction, the analysis was often narrow in scope and 
did not assess the strength or capacity of CSOs beyond the broadest qualitative terms.12 
DFID acknowledged that it did not always have a detailed knowledge of CSO activity in-
country, although it highlighted their desire for assessments to be proportionate to DFID’s 
engagement.13 This lack of awareness may lead to missed opportunities, with some good 
CSOs or projects potentially falling through the net and not able to attract DFID funding.14  

5. There is no generally accepted way of rating CSO activity used by DFID or the wider 
development community—in contrast to joint ratings of other areas such as governance 
and financial management. This means that DFID and others have not established a 
baseline for monitoring of progress in developing civil society.15 DFID mentioned a 
number of organisations which are seeking to measure the strength, participation and 
impact of civil society, including Civicus, the Overseas Development Institute’s World 
Governance Survey, and the World Values Survey (Figure 2 – see overleaf).16 DFID had 
not yet systematically used these indicators in its analysis, and in any case the indicators 
available do not cover all the issues or countries of interest.  

 

 
11 Q 1 

12 C&AG’s Report, para 1.12 

13 Q 66 

14 Q 33 

15 Q 1 

16 Q 24 



10     

 

 

Figure 2: Measures for rating civil society are partial 
 

Sources for rating 
civil society 

Description Coverage Suitability  

CIVICUS’s civil society 
index 

Detailed assessment 
using 74 indicators of 
civil society, grouped 
around structure, 
environment, values 
and impact  

Assessments 
completed for 54 
countries. But only 8 
of the 25 countries 
covered by DFID’s 
Public Service 
Agreements 

Good quality indicators, but 
not yet covering many of 
DFID’s target countries. 

Overseas Development 
Institute’s world 
governance survey 

Matrix has 36 
indicators, of which 6 
relate to civil society, 
covering fairness, 
decency, 
accountability, 
transparency, 
efficiency and 
participation.  

16 pilot assessments 
carried out in 2001-
02 and a second 
phase underway (no 
outputs yet)  

Provides useful information 
on freedom of expression 
and quality of media. Does 
not provide insight into 
issues such as geographical 
location or types of 
organisation, sectoral 
engagement.  

World values survey 
(conducted by World 
Values Survey 
Association) 

Survey covering 
changes in values such 
as religious beliefs.  

A range of countries 
worldwide. The 
majority are 
European, though 
the survey does 
cover three Sub-
Saharan African 
countries. 

Findings are broadly 
regional, showing few 
differences between DFID’s 
target countries. The focus is 
on broad changes in values. 
It does not assess how active 
civil society is or its 
relationship with 
government.  

Source: NAO analysis of websites 
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The advocacy role of CSOs 

6. DFID has increased its emphasis on supporting CSOs who promote accountability and 
engage in advocacy and lobbying, although it still funds CSOs fulfilling more traditional 
service delivery roles.17 Providing an appropriate challenge function to the State is more 
important as DFID increases aid provided directly to the national budgets of developing 
country governments in support of their own national poverty reduction strategies. The 
aim is to improve accountability for the use of national budgets in support of the poor and 
thus improve the capacity of the developing country to tackle poverty. Strengthening the 
state through providing budget support may harm the development of CSOs, however, if 
governments come to see CSO efforts to monitor public services and advocate policy 
reform as a challenge to their authority.18 This is one of the issues DFID has to assess 
through country appraisals when deciding to use budget support. Promoting a more 
accountable environment is also complicated as donors, CSOs and poor people have 
different priorities for CSO activity. For example, there is often a gap between the donor’s 
emphasis on advocacy and capacity building and the demand of poor communities for 
improved infrastructure and service delivery.19  

7. DFID does not have robust indicators to measure progress in encouraging CSOs to 
achieve change through promoting better accountability and more effective advocacy on 
behalf of the poor. Donors are divided on the role of CSO advocacy, with some viewing it 
as potentially beneficial and others as a high risk strategy.20 DFID highlighted an example 
in East Timor of advocacy helping the poor to improve service delivery. Here, CSOs have 
successfully put pressure on the government to complete a roads project according to the 
specification.21 But in other country situations, such as that of the Democratic Republic of 
Congo, advocacy may be less successful or even dangerous. For example, in weak states 
there are risks that it will undermine an already weak government. Similarly, funding 
fledgling CSOs to act as advocates for change in countries with a poor policy environment 
may lead to persecution and DFID’s funding being ineffective. DFID has not yet explained 
how it manages these risks.22 

 
17 C&AG’s Report, para 2.26, Figure 3; Qq 29–30 

18 Q 6 

19 C&AG’s Report, para 3.11 

20 C&AG’s Report, para 1.13 

21 Q 5 

22 Qq 5–6 
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2 Targeting the poorest 

How DFID’s funding choices affect the poorest 

8. DFID’s targets are aligned with the Millennium Development Goals for poverty 
reduction, but its 2006 White Paper also considers tackling the very poorest to be very 
important. DFID believes that CSOs can often reach the very poorest more effectively than 
state providers.23 For example, they provide many of the anti-retroviral drugs currently 
being distributed in Africa.24 But DFID is increasing the proportion of its funds channelled 
through budget support, which puts the onus on the state to provide services and which 
may mean that CSO skills are not fully used. In practice, some developing country 
governments may contract CSOs to provide some services.25 But DFID does not 
systematically collect information on the extent to which CSOs are used to target 
government funds to the poorest. 

9. Even where DFID funds CSOs through its various UK-run schemes and its country 
programmes, it can be difficult to benefit the very poorest in a country. Although some of 
the smaller CSOs can provide assistance effectively to the poorest of the poor, they are also 
often less formally structured and lack the management capacity to bid effectively for 
funding, or give DFID confidence that they can deliver.26  

10. DFID’s Challenge Fund scheme predominantly funds UK-based CSOs to deliver 
specific small scale development objectives. These organisations normally form 
partnerships with local CSOs to do so, thus helping DFID to engage with the poorer 
groups. But DFID has to strike a balance between reaching the poorest and ensuring that 
partner organisations have sufficient management capacity to safeguard DFID funds at 
reasonable cost.27 Some CSOs have expressed concern that in practice the very smallest 
organisations are excluded and they believe that DFID should better target its funds to 
encourage smaller organisations working at the grass roots.28 The funds available under the 
scheme are limited and applicants without sufficient capacity do not win funding, though if 
DFID rejects bids it advises organisations on how they need to improve.29  

11. Different country programmes have taken different approaches to targeting their 
assistance. In Tanzania DFID worked through a Foundation for Civil Society, which 
administered funding requests from individual CSOs. The Foundation had an overview of 
the situation in-country and could communicate widely with CSOs.30 In Bangladesh, where 
CSOs receive 25% of country programme expenditure, a review of CSO activity showed 
that DFID funding was not always reaching the poorest. This finding led to a realignment 

 
23 Q 35 

24 Q 61 

25 Q 35 

26 Qq 22–23 

27 Q 59 

28 C&AG’s Report, para 2.18 

29 Q 60 

30 Q 25 
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of the work which those CSOs were doing to improve targeting of their assistance to the 
poorest.31 Such analysis is not systematically undertaken throughout DFID, even where it 
has a significant programme of funding for CSOs. 

12. One of the ways through which DFID country teams can target assistance to poorer 
groups is through funding banks and other credit and lending bodies who provide 
microfinance. DFID spent nearly £70 million on microfinance over the past three years 
through financing programmes in six countries.32 Most of these programmes have built the 
capacity of small scale lending bodies to serve greater numbers of poor people. For 
example, the Credit and Savings for Household Enterprise project in India has worked 
with a large number of self-help groups and credit co-operatives.33 DFID also promotes 
financial sector reforms and provides technical assistance to developing country 
governments and central banks on issues such as regulation.34  

Improving targeting through working with others 

13. Donors are increasingly harmonising the provision of aid in-country but developing 
countries still receive funding through a large number of streams, including budget 
support, projects and technical assistance.35  Country offices are responsible for ensuring 
coherence between their own programmes, other donors’ approaches, and DFID funds 
managed from the UK. This means that communication is very important if DFID is to 
target its assistance effectively. Country offices do this through a series of meetings with 
development partners and with recipient governments. But donors, government officials in 
beneficiary countries and CSOs all reported dissatisfaction with DFID co-ordination on its 
policy for engaging with CSOs.36  

14. Funding decisions for UK schemes do not always draw on in-country expertise. The 
NAO found that, for a sample of proposed Challenge Fund projects, just 55% of requests 
for advice made over the last five years were answered by country teams.37 The response 
rate has since increased to 70%.38 But this still leaves a significant minority of cases where 
DFID is not making full use of its expertise when deciding whether or not to invest in a 
particular project.  

 
31 Q 35 

32 Ev 13 

33 Q 52 

34 Q 54 

35 Qq 31–34 

36 C&AG’s Report, paras 1.14–1.17 

37 C&AG’s Report, Summary, para 9 

38 Qq 64–65 
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3 Measuring achievements 

Using performance indicators 

15. It is not easy to measure the results of aid given the difficulties in attributing change to 
particular donors, the impact of external events and lack of robust data. DFID uses logical 
frameworks for each project or partnership agreement to define key performance 
indicators, to track progress within the project itself, then its main outputs and ultimately 
the outcomes achieved against overall project goals.39 DFID has tried to set tighter 
objectives and improve monitoring arrangements in recent years. But the indicators for 
recording achievements under both project and strategic funding to CSOs have significant 
weaknesses, preventing DFID from identifying the development benefits achieved through 
working with CSOs.  

16. The Partnership Programme Agreement indicators are less robust than those for 
projects, due to the more strategic focus and greater flexibility of these Agreements. 
Indicators often include improving organisational capacity, encouraging pro-poor policies 
in developing country governments and improving partnerships as well as better outcomes 
for poorer people. DFID has consciously chosen to rely on a lower level of detail in 
monitoring these activities. But the NAO found that only a quarter of the Agreements had 
indicators which were specific and measurable.40 DFID faces a dilemma in finding 
sufficiently measurable objectives which are not so tightly specified that it loses the benefits 
of encouraging more strategic outcomes. Current indicators are often process oriented so it 
is hard to identify development outcomes.41 And although some partners identify desired 
outcomes such as improving market access, agreements seldom have baseline information 
to enable DFID to assess any subsequent progress made against these objectives. 

17. In almost half of the projects reviewed by the NAO the indicators were not sufficiently 
robust to track progress.42 DFID has to balance the requirement for sufficient performance 
data to provide assurance with the need to avoid onerous reporting requirements for small 
CSOs. Achieving this balance requires careful planning and sometimes results in delays to 
projects.43 Nevertheless, there are few indicators which assess the achievements of CSOs 
working in areas such as advocacy and capacity building, despite DFID’s increased 
expenditure on these activities. Measuring results in these areas requires a different type of 
assessment than for service delivery projects. Service delivery project results are often 
tangible, such as increased number of water pumps, whereas advocacy and capacity 
building projects may require more qualitative assessments of institutional change, using 
available models of organisational capacity.44 DFID does not consistently use such models. 
Governance indicators such as participation levels in community meetings or rights 
awareness are another under-used source of information, particularly when assessing 

 
39 Q 4 

40 C&AG’s Report, para 2.12; Q 71 

41 Q 71, 73 

42 Q 2 

43 Q 17 

44 C&AG’s Report, para 2.26 
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results of advocacy projects. The lack of robust indicators not only hinders project 
monitoring and evaluation, but also makes any fraud and corruption harder to identify.45 

Results measurement of individual schemes 

18. In addition to specific indicators of individual projects and Agreements, results 
measurement is important in monitoring the performance of the major funding schemes. 
DFID measures the results of each project under the Challenge Fund scheme but does not 
attempt to evaluate how the scheme as a whole is performing against its wider objectives 
such as facilitating dialogue with smaller CSOs.46 Nonetheless DFID increased the funding 
for this scheme by 40% in 2005–06. DFID explained that the increase was due to 
broadening the objectives of the scheme to cover service delivery in difficult environments. 
It accepted that further work was needed to evaluate the impact of the Challenge Fund as a 
whole.47  

19. DFID did not establish performance indicators for the Partnership Programme 
Agreements scheme. The first ten Agreements were awarded to CSOs which already had 
long standing relationships with DFID and funding levels were set at broadly similar levels 
to previous years’ funding under other schemes.48 DFID recently paid consultants £30,000 
to propose a new performance measurement system for the Agreements. They 
recommended the use of criteria such as organisational effectiveness, influence and 
innovation, with implementation from 2005.49 But no such performance framework has yet 
been adopted. DFID now intends to put a system in place from 2008.50  

20. Funding received by partners from DFID varies significantly. For example, Voluntary 
Service Overseas received £96.38 million between 2002 and 2004, while WaterAid received 
just over £2 million, both through partnership agreements. These differences do not relate 
to the performance of the organisations, but reflect their ability to secure funds from other 
sources. 51  

 
45 Q 9 

46 Q 3 

47 Q 3 

48 Qq 36–37 

49 Qq 41–42 

50 Qq 45–46 

51 Qq 47–49 
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4 Improving value for money 

Assessing cost-effectiveness 

21. DFID uses annual reporting and project evaluations to assess the effectiveness of its 
funding to CSOs. These enable it to demonstrate development benefits—the NAO found 
that 80% of the projects it reviewed had largely met their objectives.52  But current 
monitoring and results measurement arrangements provide little information on the cost-
effectiveness of its funding.53 DFID has checks and balances which it believes provide 
assurance that it achieves value for money for individual projects. These include its logical 
frameworks which define inputs and outputs.54 But DFID seldom uses tools like 
benchmarking procurement activity or unit cost analysis to question whether the same 
outcome could have been achieved more cheaply. In many cases a lack of baseline data on, 
for example, how much it should cost to build a classroom, constrained analysis of impact 
and cost-effectiveness. 

22. Achieving cost-effective outcomes relies on working with CSOs with satisfactory 
organisational capacity and governance arrangements. DFID assesses the adequacy of 
governance arrangements before providing funding. Although the governance of charities 
is the responsibility of trustees, DFID’s review helps it to gain assurance that its funds will 
be safeguarded from corruption.55 This assurance is particularly important for the 
Partnership Programme Agreements where DFID’s oversight of expenditure is more 
limited. The NAO found that partner governance arrangements were largely satisfactory 
but there was room for improvement. For example, over a quarter of Boards reviewed by 
the NAO had not formally reviewed their organisational performance within the last 12 
months and almost half said that they had not formally assessed their own performance 
measurement during that time.56  

23. To date DFID has not been as active in reviewing other aspects of organisational 
effectiveness such as procurement and employment policies and financial structures. The 
Department plans to improve its assessment of communications capacity when funding 
CSOs dealing with global advocacy. It also intends to ask larger agencies holding 
Partnership Programme Agreements to provide data on the ratio of administrative to 
programme costs.57 If properly implemented these areas will help DFID judge whether 
organisations have the capacity to spend DFID funding effectively.58  

 
52 C&AG’s Report, Summary, para 15; Q 13 

53 Qq 13–14 

54 Q 8 

55 Qq 38–39 

56 Q 38 

57 Q 13 

58 Q 14 
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Competition 

24. One way to achieve value for money is to specify the development outcomes required 
and then allow CSOs to compete to deliver those outcomes at the lowest cost. The 
Challenge Fund and Partnership Programme Agreement schemes are partly competitive. 
CSOs submit applications for project support according to general criteria, but in respect 
of substantively different projects so DFID cannot readily compare the cost-effectiveness of 
different bids.59 Thus the incentives for bidders to minimise costs are weak. To compensate 
DFID intends to make greater use of more detailed cost analysis of individual proposals. 
DFID also plans to develop benchmarks which would help to assess the cost-effectiveness 
of bids received for both the Partnership Programme Agreements and the Challenge 
Fund.60  

 

 

 
59 C&AG’s Report, para 3.16 

60 Q 4 
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