PVC PROGRAMS
I ntroductory Remar ks/Presentation by Tom Kennedy, Moder ator

MR. KENNEDY: What I'm planning to do this morning is to introduce the new Program Devel opment
and Management Division within PV C, and then provide a more detailed presentation of the new
drategic framework, specificaly the first strategic objective and the associated intermediate results,
which Judy aso discussed previoudy.

The presentation is essentiadly divided into four components: a background and overview of the new
drategic framework; what PV C has learned from the prior Strategy; chalenges that will be addressed
under the new dtrategy; and, as mentioned, the first strategic objective and the associated intermediate
results. Thiswill be followed by a presentation on the Cooperative Development Program, the Ocean
Freight Program, and the Capable Partners Program.

| should point out that the new Program Devel opment Management Division, aso affectionately known
as PDM, replaces the Matching Grant Divison. Under PV C's reorganization, it now incorporates the
Cooperative Development Program and the Ocean Freight Program. Two new programs are
incorporated into this new divison. These are the Loca NGO-Strengthening Program and the Capable
Partners Program.

| should note that dl existing Matching Grant Cooperative Agreements will continue to be managed by
PV C until the projects are completed.

As Judy had mentioned, the RFA for the locd NGO-Strengthening Program is sill under review, so any
specific discussion of that RFA will have to wait until it isissued. PV C is committed to answering any
questions that you may have about the RFA onceit isissued, but to keep the process transparent and to
ensure aleve playing fied, we will post written answersto any questions that you may have on the PVC
webgte. We will issue guidance on this when that RFA isissued. We gppreciate your patience.

Let me begin with a background and overview of the new strategy. Historicaly, PV C focused on
supporting the development efforts of U.S. PV Os and strengthening their organizationa and technical

capacity.

Asaresult of the USAID-wide reorganization, as well as trends that have evolved in the development
community and lessons learned through our grant programs, were placing grester emphasison
strengthening the capacity of the local, indigenous NGO sector, networks, and intermediate support
organizations.

| should note that our cooperative agreements will be with the U.S. PVOs. We're not intending to do
direct grant mechanisms with locad NGOs.

This program will build upon PVC's Matching Grant Program, which in recent years has promoted
PV Olloca NGO partnerships as a means of building the capacity of individua NGOsto provide



development services. To achieve PV C's drategic objective of increasing the cagpability of its PVO
partners to achieve sustainable service ddivery, the Office relied heavily on cooperative agreements with
PV Os and provided speciaized technical assstance on avariety of sectora and organizational issues.
These agreements targeted inditutiona changes and technica strengthening within individuad PVOs and
their loca partners. Field Missons were asked to concur with PV C-supported programsin their
country, but these programs weren't necessarily integral parts of a Field Misson’s Country Strategic
Han.

PVC, in the past, ds0 usad its annual RFA processto highlight itsinterest in particular issues or
problems. Theissues addressed by PV C in recent years have included organizational assessment,
financid sugtainability, partnering with local organizations, strategic planning, and results monitoring and
reporting. In dl of its agreements, PV C sought innovative solutions to these issues, which could be
easly scaled up and replicated by other PV Os and their partners.

So there are four key lessons that PV C has learned under thislast strategy. Thefirst isthat
organizationa assessments catalyze change. PV C has promoted organizational assessments as an
effective tool for implementing operationa and technica changes within PVOs and their locd partners.

Second, technica standards increase performance. By assisting PV Os to ddliver state-of-the-art
technical interventions, PV C has helped improve the effectiveness and sustainability of PVO programs.

Third, networks foster problem-solving and self-rdiance. PV C support of three networks has helped
PV Osidentify and address problems hindering program impact as well as to acquire the knowledge and
skills to address implementation problems and/or policy issues.

Fourth, decision-making based on data and andysis. Resources are used most effectively when
supported by an actively managed research and development agenda.

Three dominant themes arose from PV C'sreview of the overal assistance environment within which it
works. Firgt, NGOs— by which this office means groups organized voluntarily to ddiver development
sarvices that contribute to poverty reduction or to achieve economic or other benefits for their
communities— are of increasing importance. Encouraging their development is Agency palicy.

Second, organizationd development, which is sometimes caled capacity building, indtitutiona
Srengthening, or building socid capita, can enhance the effectiveness of voluntary organizations, both
PVOs and NGOs.

Third, PVOs, the main target of PV C'sformer strategy, are also placing greater emphasis on working
with NGOs to expand their capacity to ddiver services.

S0 these are the key issues around which PV C has framed its new strategy. The new strategy will ook
to PVOsto trandfer killsto the NGO sector, thereby strengthening the strategic, technicd and



managerid capacity of these groups, and the networks and intermediate support organizations that link
these organizations.

Now, having learned these lessons, we face chalenges under this strategic framework that remain to be
addressed. The chdlenges confronting NGOs vary in importance across nationa and regiona
boundaries, and the economic, politica and socia context in which they work.

However, these chalenges can be summarized in four categories. Thefirgt is organizationd, financia
and managerid weakness. Many NGOs are congtrained by financid, managerid and organizationa
limitations that restrict their ability to improve or expand services. For example, PV Os have reported
that NGO partners, while strong on program implementation, have the least skillsin measuring effects
and impact. Thisincludes wesknessin andyzing and in interpreting data, as well as conducting basdine
and follow-up surveys. In addition, high rates of staff turnover can contribute to organizationd ingability
and shortage of middle management. NGOs can dso suffer organizationd inertia, as founders/directors
retire or are unwilling to delegate to a second generation of leaders.

Second, externd dependency. Dependency on externd donor fundsisacritica issue for many loca
NGOs. Not only does this raise difficult questions about financia sustainability, it can aso negatively
impact NGO legitimacy and credibility in the eyes of governments and loca populations. Donor
dependency may aso threaten local ownership, as NGOs primarily respond to donor reporting
requirements and lose touch with communities a the grassroots level.

On the other hand, local NGOs frequently need to improve their ability to manage and account for the
use of the funds they receive in order to attract more private resources.

Third, narrow focus and fragmentation. Many local NGOs are characterized by their focus on a narrow
et of issues, or aparticular community. This limited focus can lead to the inefficient use of resources as
small organizations provide paralel services without achieving economies of scale. It can dsolead to
competition and misunderstanding between different organizations, thereby undermining the capacity of
NGOsto influence policies at the locd and nationd leve.

Fourth, aweak enabling environment. Relations with Sate agencies are increasingly recognized asa
magjor concern for NGOs that seek to scae up impact or sustain programs. However, in many
countries, governments are suspicious of NGOs, regarding them as potentia competitorsin ddlivering
sarvices, or representatives of internationa donor interests. Wesk, arbitrary or hostile legd and
regulatory environments can curtail NGO operations.

To address such chalenges and achieve the objective, PV C programs will take a comprehensive
approach to NGO strengthening and the countries and the sectors in which they operate. The programs
will focuson ng the very ste-specific factors and organizations that congtitute the NGO sector.
We will identify those organizations and approaches that have the grestest potential to strengthen and
maintain an array of NGOs a higher levels of performance.



PV C intends to work in countries that are emerging from complex crises, or countries in which building
the capacity of the locd NGO community to provide services has the potentia to substantialy improve
the enabling environment for civil society, and to lessen the potentid for civil conflict.

However, unlike programs that focus on strengthening individual NGOs, this program seeks to
strengthen the local NGO sector more broadly. The organizations that the programs seek to improve
are those service ddlivery organizations that have congtituencies at the local level, and the networks, and
the intermediate support organizations that strengthen and link these NGOs to a broad array of partners.

This more comprehensive view of NGO strengthening includes ng NGO condraints and
opportunities in the regions and the sectors where they operate, sdlecting those organizations that will
have the most impact on the loca NGO sector, and identifying interventions that are cost-effective and
sugtainable.

The new strategy dso commits PV C to manage a research development and outreach (RD& O) agenda
that is designed to address cross-sectoral issues and identify best principles and practices related to
grengthening NGOs. It dso commits PV C to sharing its RD& O findings widdy, and incorporating
research results into our grant programs.

PV C bdieves that amore actively managed RD& O program will provide the foundation for amore
coherent Agency-wide approach to strengthening local NGOs, better enable PV Os and NGOs to
address related issues in a collaborative fashion, and assist the DCHA Bureau in identifying effective
gpproaches to the longer-term task of strengthening NGOs in conflict-affected countries.

Findly, the new strategy continues PV C's tradition of leveraging private resources for devel opment
through capacity-building for smaler PVOs and by brokering partnerships among PVOs, NGOs, and
local and U.S. corporations.

Let me turn now specifically to the strategic objective. PVC's new strategic objective, which Judy
discussed previoudy, is “enhanced NGO capacity to ddiver development servicesin select USAID
countries’.

The rationa e behind this strategic objective reflects the direction the Office has taken as aresult of the
Agency reorganization and the evolution of the relationship between PVOs and NGOs. It dso
represents the progression of PVC'sformer strategy. However, there are substantial differences
between the two drategies. This strategy takes PV C in new programmatic directions.

NGOs include awide variety of groups engaged in a broad range of activities. However, those local
NGOs, networks, and 1SOs on which PV C's strategic plan focuses share ardatively narrow set of
common characterigics. They are generaly formaly or informaly organized around shared purposes;
they are not part of the State apparatus; they are self-governing rather than externdly controlled; and
they are voluntary, both in the sense of being non-compulsory and in the sense of voluntary involvement
in their governance or operations.



PV C's gpproach to strengthening local NGOs under this strategic objective means, among other things,
that it expects to support activities designed to Strengthen the capacity of awide variety of organizations
that are crucid to the effectiveness and sustainability of NGOs in the delivery of servicesto their
congtituencies.

Such activities might include building networks among NGOs, strengthening | SOs whose purpose, as
Judy mentioned, is to provide support servicesto NGOs, or improving the enabling the environments
within which NGOswork. These programswill be designed to increase the dtrategic, technicd,
managerial, and advocacy skills of NGOs, networks, and 1SOs. Emphasis will aso be placed on
building linkages among locd NGOs, and with avariety of other locd groups, including governments
and businesses. Such linkages are expected to contribute to sustainability.

PV C will look to the PVOs as the principd facilitators of this NGO-strengthening for two reasons.
Firgt, PV Os have a comparative advantage based on the experience and expertise gained from a broad
range of longstanding, collaborative relationships with NGOs; many developed under previous PVC
grants. After many years of developing in-country partnerships, PV Os understand the value of such
relationships and the trust, trangparency, joint decision-making, and mutudity necessary in making them.
Asaresult, PVOs are uniquely postioned to assst loca NGOs in strengthening their leadership
cgpacity, legitimacy, and organizationd vitdlity.

Second, as PV C's conaultations have indicated, PV Os recognize the importance of their facilitating the
operationa work carried out by the locad NGOs. With PV C support, many PV Os have become
learning organizations capable of changing and adapting to congtantly shifting environments, and
developing new and innovative program models to the point where they set the standard in a number of
sectors. As such, these PV Os can draw on their pre-existing knowledge base of local organizations
and conditions to design effective programs that accelerate the organizationd and programmetic
capacity of local NGOs, networks, and 1SOs, and increase the scale of impact of these services.

As| noted, in order to increase the effectiveness of this program, PV C will aso incorporate a proactive
research development and outreach agenda to identify what interventions work best to achieve USAID
prioritiesin avariety of development areas. We will share lessons learned and promote the adoption of
the mogt effective interventions among PV Os, NGOs, and interested parts of the Agency.

A targeted focus on the NGOs a so means that PV C expects to promote a more comprehensive agency
gpproach to working with and through such groups to resolve development problems. With its focus on
select countries, PV C expects to develop a closer collaborative relationship with Fidd Missons and a
more coordinated relationship with other DCHA offices.

Because loca NGOs engage in awide variety of activities, PV C anticipatesits efforts in strengthening
such organizations to cut across developmental sectors. Because of the voluntary and participatory
nature of NGOs, PV C believesthat strengthening the locd NGOs will promote the growth of civil

sodiety.



In addition, advocacy on behaf of underrepresented groupsis acritical function of some loca NGOs.
Advocacy that supports particular program approaches or public policies may be a necessary
component of effective service deivery.

PV C has found that networks can be an effective means of helping U.S. PV Osidentify and address
problems hindering program impact and to acquire the knowledge or skills needed to address
implementation problems and/or policy issues. Indeed, approximately 70 percent of NGO partners
implementing PV C grants are members of local networks.

While the vaue of these networks as a vehicle for improving the technica and management practices of
their membership is not disputed, exigting local networks are widely recognized as fragile and in need of
sgnificant management and organizationd assistance.

Finally, a postive enabling environment encourages loca NGOs, networks, and |SOs to develop ties
with community-based organizations, associations, and other groups, including local governments and
business. Caodlition-building aso promotes networks of trust and cooperation among members and
participants, which enhances problem-solving skills, increasing efficiency, and improvesimpact in the
long term.

Under the Matching Grant Program, PV C encouraged its PV O partners to build reationships with the
locd and internationd business community in order to ensure the sustainability of PVO activitiesinitiated
through PV C support. Asaresult, in 2002, approximately 30 percent of the PV Oswith PVC grants
had a least one commercia for-profit partner. Reducing NGO dependency on externa donor funds
and diversfying financid sources remains akey aspect of the proposed new strategic framework.

Program scale-up and sustainability, the nature of effective partnerships, and the incorporation of
conflict management or mitigation issues into effective NGO-sector strengthening programs are areas
that PV C's new grategic framework supports. PV C has an office in the Bureau for Democracy,
Conflict and Humanitarian Assstance. We are dso, as noted, placing greater emphasis on working in
countries that have strategic importance to this Bureau.

Now, under this strategic objective, PV C has three intermediate results. The first intermediate result is
“drengthened operationd, technica, and financid capabilities of indigenous, nongovernmenta
organizations, networks, and intermediate support organizations’.

PV C's choice of thisintermediate result reflects the internal changes that NGOs, networks, and 1 SOs
have adopted to improve their performance as aresult of technica assstance for organizationa
strengthening and organizationa assessments conducted in cooperation with their PV O partners and
through PV C support.

Thisintermediate result is designed to continue PV C's support for organizationa strengthening, technical
assistance, and organizationa assessments among NGOs, networks, and 1SOs, and to sgnificantly



expand the number of these organizations that are able to improve their capacity across the full range of
management chalenges.

The second intermediate result is “ expanded linkages among nongovernmenta organizations, and
between nongovernmenta organizations and public and private sector inditutions’. Organizationd
assessments and interna management reforms play a key rolein bringing about qudity improvements of
individua NGOs.

Experience with the PVO community has shown that the sustainability and scale-up of good programs
requires externd investments aswel. Such investments include improvements in the legd and regulatory
frameworks within which NGOs must work, the NGO networks that support the technical and
management improvements of members, and the linkages that NGOs establish with governments and
the business community. Transferring the lessons and skills learned by the PV O community to NGOsis
the focus of this intermediate result.

To operate effectively and to sustain their programs, NGOs need legal and regulatory frameworks that
recognize their legitimacy, permit them to raise resources, and do not arbitrarily limit their operations. A
positive environment is dso one that enables NGOs to develop mutudly reinforcing links with each
other and with support organizations.

These linkages help increase the effectiveness of NGOsiin their interactions with government through
better information and by building solidarity between different groups and actors on common issues.
Since NGOs are frequently limited in capacity and reach, multi-organization initiatives that mobilize
different groups around common concerns may expand NGO impact &t the locd and nationd leve.

A positive environment encourages NGOs to develop ties with community-based organizations,
asociations, and other groups, including loca governments and businesses. Codition-building dso
promotes networks of trust and cooperation among members and participants, which enhances
problem-solving skills, increases efficiency, and improves impact over thelong term. Hence, through
this intermediate result PV C will give increased attention to improving the enabling environments within
which NGOs must work.

Under its previous srategy, PV C encouraged the PV Os and their loca partnersto involve loca
governments in their activities, particularly under the Child Surviva Grant Program.  Such involvement
contributed to the longer-term sustainability of programs initiated with PV C support.

It ds0 asssted in the dissemination and adoption of better hedlth practices by local governments and
national ministries. Good working relationships of this type must aso be pursued by NGOsiif they are
to work effectively.

Accordingly, through this intermediate result, PV C will adapt its experience of promoting locd
government and business relationships with PV Osto its work with NGOs. These issues will be
incorporated in the strategic planning work PV C carries out in association with collaborating missions,



the grantsto PV Os, to strengthen NGOs, and in new programsin countries of high priority to the
Bureau.

Program needs and designs are expected to vary substantially among countries and regions, and within
countries. Thus, the intervention chosen will depend largely on a country- or Ste-gpecific Stuationd
andyss. The potentid range of interventionsis likely to be wide, and might cut across sectors.

While program advocacy or public outreach is expected to play an important role in any configuration of
interventions, the primary target for this program is the NGO sector that provides services a the
community level. Organizations whose sole purpose is to influence public policy is not the locad NGO
Strengthening program's primary target.

PV C edtimates that both the first and second intermediate results are necessary in order to achieve the
ultimate objective of enhancing the capacity of indigenous NGOs, networks, and 1SOs to deliver
development services. While both intermediate results are considered necessary, PV C recognizes that
the circumstances in each country or region will vary, as will the emphasis placed on each intervention.
Thus, amore comprehensive Stuationa analyssis critical for choosing the target and intervention mix.

It's anticipated that a strong Stuationad andys's, one that is both quditative and quantitative, is a prelude
to the development of effective implementation Strategies. An examination of the state of the NGO
sector in the proposed countries, and their relationship and interaction with loca governments,
businesses, and other donors, will inform what will be done in the design of programs.

An andysis of the magnitude of the problemsto be addressed, as well as the types and quality of work
currently being done by locd NGOs in the selected technical sectors will Strengthen the rationde for the
program. In addition, identification of potentid and actuad conflicts that may affect program
implementation is crucid to effective program planning, design, and implementation.

The third intermediate result is the “wider and more effective learning and dissemination by devel opment
partners and PV C of tested innovations, best practices, lessons learned, and standards’.

USAID has been encouraged to foster organizationa learning among NGOs, undertake cross-cultural
comparisons, and support systematic documentation of what does and does not work. This advice
reflects PV C's own conclusion that its resources are used most effectively when supported by an
actively managed research, development and outreach program.

Accordingly, PVC'sthird intermediate result, under this objective, is*the wider and more effective
learning and dissemination by development partners and PV C of tested innovations, best practices,
lessons learned, and standards.” PV C will manage this intermediate result to ensure that it contributes
to the first two intermediate results.

PV C's experience in building the capacity of voluntary organizations over the past few years does
provide ingghts on effective interventions and approaches. The donor community has recognized the



growing importance of PV Os, NGOs, networks, and 1SOs as development partners, and increasing
amounts of development funds have been channeled to them. However, further progressin this regard
requires the emergence of stronger, more independent, and sdf-reliant NGO sectors. This, in turn,
means strengthening the capacity of loca NGOs, networks, and 1SOs, and linking them in networks that
enhance their problem-solving capacity, aggregate their interests, and magnify their ability to address
issues that have a negetive effect on their beneficiaries.

In addition to linking NGOs, networks, and 1SOs together, it is adso important to link them to loca
government and the bus ness community to enhance thair sustainability and impact. By addressing these
problems, PV C's new strategy seeks to creste more vibrant civil societiesin select countries.

The program anticipates results that will contribute to, first, strengthened operationa, technical, and
financid capabilities of loca NGOs, networks, and 1SOs; secondly, expanded linkages among local
NGOs, networks, and 1SOs, and between these organizations and public and private sector indtitutions;
third, wider and more effective learning dissemination by development partners of tested innovations,
best practice, lessons learned, and standards; fourth, improved quality of services provided by loca
NGOs, networks, and ISOs to their congtituencies as measured by their use of state-of-the-art technical
gpproaches and programmetic results; fifth, generation of awide variety of partnership models that
operate effectively under different conditions, i.e. those that lead to greater self-sufficiency of the NGOs,
networks, and 1SOs, sixth, advocacy for the enactment of key policies and program recommendations
that lead to scale and replication; and finaly, increased capacity to address or recover from civil conflict.

PV C's partnership with the PV O community has generated great successes over the years. Were
looking forward to continuing the successful partnership under this new drategy.

Presentation by Thomas Carter

MR. CARTER: I'm here this morning to make a presentation on PVC's Agterisk Program. On the first
page of virtudly every document that PV C issues, you will see asmdl asterisk. If you go down below
to the definition of aPV O, it says, "Also includes cooperative development organizations”” Thisisaso
a presentation where you don't need to take notes. Thereisno RFA about to beissued, so | don't have
to be terribly careful about what | say. The third, sort of, warning | would give you isthat I've worked
with cooperatives for close to 30 years now and | have abias, and | will not attempt to hide that.

The Cooperative Development Program arises from, and isinspired by, the success of the U.S.
cooperative experience. | think many Americans don't redlize the role that cooperatives have played in
our own economic growth. They've been extremey important to the development of American
agriculture, and they play sgnificant rolesin awide variety of aress

Many people belong to credit unions, eectric cooperatives, housing cooperatives, and don't redly make
the connection. There are alot of brand names that you may be familiar with that are cooperatives.



Sunkist is a cooperative. FloridaNatural, Welches, Ocean Spray and Land 'O Lakes are al'so
cooperatives.

When successful, cooperatives embody the principles that the development community recognizes are
important to the success of development efforts. Cooperatives are, by their very nature, if successful,
sugtainable because they are abusiness, a business that differs from the norma busnessin that it is
owned by those who useit.

It'sequitable. The income of a cooperative is distributed amongst its members in proportion to their
use. If it'sasuccessful cooperative, it attains scale, which is necessary to business success. Most
successful cooperdtives are parts of networks, networks that join cooperatives with smilar business
interests, smilar advocacy interests.

Most important, cooperatives are participatory. | don't mean participatory in the sense that cooperative
members are occasiondly asked to St down on the village earth and plot out a map and say what their
needsare. They're participatory in the sense that the members own and control the cooperative. Itis
their votes that determine the leadership, the direction and the policies of the cooperative. Thisis, in my
opinion, true participation.

Cooperatives have been involved in internationd development for quite sometime. Asfar as my own
knowledge of the history goes, it began shortly after the end of World War 1. The Credit Union
National Association, the National Rural Electric Cooperative Association, what is now the Nationa
Cooperative Business Association, then the Cooperative League of the USAS (CLUSA), were among
the founding members of CARE.

CLUSA played an active role in raising resources and using them to support the rehabilitation of Itaian
cooperatives. When that money proved more than they needed for the job, in around 1950 or 1951,
they opened an officein India. This began what was to be about 30-odd years of support to the Indian
cooperative movement.

From the 1950s onwards, a number of U.S. cooperative organizations worked with the then Technical
Cooperation Mission. 1n 1962, when the USAID legidation was passed, an amendment introduced by
Senator Humphrey required USAID to draw on U.S. cooperétive expertise.

The Cooperative Development Program, or USAID's formal support for cooperative development,
began in 1962. From the mid-1970s, it has assisted U.S. cooperative development organizations to
help transfer U.S. cooperative experience and methods throughout the world.

A cooperative development organization, which is the type of organization that is digible for

Cooperative Development Program grants, is either aU.S. cooperative or a U.S. organization involved
in development that is organicdly linked to the U.S. cooperative movement.
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Between 1971 and 2001, cooperative development organizations have managed about $1.1 billion in
USAID awards. | know that pales by comparison with what the PV O community as awhole has done,
but it's not inggnificant.

In the Y ear 2000, Congress passed the Support for International Cooperative Development Act 2000,
which reiterated and expanded the Humphrey Amendment. One of the things that that legidation
required was an implementation report from USAID, something that was done in a collaborative way,
involving the Agency and U.S. cooperative development organizations.

The report was a requirement that triggered a process of joint reflection and introspection. Some of the
mgor outcomes that occurred include: first, the recognition that cooperative development isa
particularly effective way to address sectoral and crosscutting objectives. By their nature, cooperatives
are participatory, sustainable, and equitable.

Secondly, successful cooperative development, asis true of much development, entails long-term
partnerships with adequate time and resources to build indtitutions. It's not particularly compatible with
aproject time horizon.

Third, there are a number of conditions that are important to the success of cooperative development.

Fourth, the Cooperative Development Program’ s resources are modest, relative to the total cooperative
development organization portfolios. Therefore, they should be used to meet unique needs that add to
the qudlity of the overdl cooperative development effort.

Fifth, mgor emphass should be given to financing the devel opment, testing, evaluation, and diffuson of
responses to major cooperative development themes, issues, and chalenges. Among these are
cooperative law and regulation, cooperative governance, business strategy and planning, leadership and
professond development, member education, member loyalty, resource mobilization, particularly
avoiding dependency — cooperatives are saf-help, not donor-hel ped ingtitutions — aliances, and
designing to expand.

The Cooperative Development Program seeks to leverage overall cooperative development qudity and
impact by financing coopertive development organization learning and innovation. In other words,
were trying to finance the development of intellectua capitd.

We just extended the Cooperative Development Program grants, which normaly run five years, for an
additional two years as sort of atrangtion. As part of this, the cooperative development organizations
have individualy undertaken activities condgstent with addressing mgjor cooperative development
chdlenges.

Americas Association of Cooperative and Mutud Insurance Societies has begun a board devel opment
activity thet is designed to shift the roles of participating boards from actuad management -- which is not
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their role -- to palicy governance. ACDI/VOCA is developing awhole set of financid planning and
management tools, and both training and technical assistance methods to effectively transfer these.

The Cooperative Housing Foundation (CHF) is working to equip the secondary organizations they
work with to achieve scale in cooperative housing. Land 'O Lakesisworking on developing the
capacity of organizations with which it works to effectively advocate policy reform, both for
cooperatives and in the dairy sector.

A smilar type of activity is being undertaken by the Nationad Cooperative Business Association, which
isinvolving the Ghana Nationa Cooperative Movement in an effort to reform cooperative law in Ghana.

The National Rura Electric Cooperative Association, recognizing the difficulty that privatization poses
for rurd dectrification in much of the Third World, isworking to create dliances with independent
power operators, where they will effectively undertake the rural electrification component of these
agreements.

The Nationa Tdecommunications Cooperative Association, isworking with a number of governments
and with internationa organizations, including USAID and the World Bank, to help governments
develop and adopt policies, laws, and regulations that promote universal access, particularly accessin
rurd aress, to telecommunications.

The World Council of Credit Unionsis adapting credit union products and services for Idamic societies,
for areas affected by HIV/AIDS, and for rurd conditions.

Our vison is sef-reliant, cooperdtive enterprises that meet the evolving needs of their members and
contribute to the quality of member lives, their communities and the nation. Thisis an effort that our
cooperétive development organizations are well equipped for and do an excdlent job in pursuing. It's
aso onein which they, and I'm sure, USAID, would welcome PV Os to participate in and contribute to.
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Presentation by Kevin Rafferty

MR. RAFFERTY:: I've been asked to make afew brief comments about the Ocean Freight
Reimbursement Program, a program which I've managed for the last 15 years at PVC.

For alot of you out there that aren't familiar with the program, it was started back in 1961 under
USAID Regulation 3, and it has continued ever snce. The program reimburses registered U.S. PVOs
to trangport commodities overseas on commercia ocean vessasin support of their privately funded
development and humanitarian ass stance programs.

The grant program encompasses a wide range of private voluntary organizations. We have small
organizations, medium size organizations and large organizations. A lot of the organizations here in this
room that have a Matching Grants, Cooperative Development Grant or Child Surviva Grant, origindly
garted in the Ocean Freight Program. Over the years, they have developed into bigger organizations
gncether first Ocean Freight Grant. We often say that the Ocean Freight Program is a vehicle for smal
organizationsto get their feet wet in the grant-making process and to give them an opportunity to

participate in our programs.

The Program is avery competitive. | recelved many more gopplicationsthan | can fund. Over the years
the competition for these funds has been very strong. Because of that, we limit the grant awards for the
Program to a maximum of $150,000.

This year, the Program is not issuing a Request for Applications because we have shifted from an annua
program to a bi-annua, two-year program. Thisisthe off year. We will compete the program again
next year.

For those of you that don't know, only U.S.-registered PV Os are eligible for the grant. You haveto
have an established NGO — a consignee in country — to receive and distribute your goods. You aso
have to be able to provide us with documentation showing that the goods will be recelved in country
duty free. You're only alowed to ship gpproved commodities to those countries on our Eligible
Country Ligt. This Programisavery smdl, but it is aworldwide program.

We are going to beissuing a Request for Application for the Program later on this year, probably in the
summer or early next fdl, for funding for Fiscal Y ears 2004 and 2005. All the PVOsthat are registered
with uswill get that Request for Application.

| want to close by saying that | noticed from the attendee list that alot of my grantees are here today. |
will be herefor the rest of the day and would like to get together with you to talk about Ocean Freight.

13



Presentation by Adele Liskov

If you've picked up athick packet with an dastic around it outsde, thisis the RFA that has just been
released for the Capable Partners, or CAP, Program. It was released yesterday.

| want to announce that we are going to have a specid RFA conference for CAP, because thisisanew
mechanism for us and part of our new strategy. The details of the conference are announced in the
cover letter. I'll just give you the date, it's November 19th from 2:00 to 4:00 p.m., in the USAID
Information Center, which is on the Mezzanine Levd in the Ronad Reagan Building.

Therewill be only onerecipient. Thisisnot aprogram of grantsto U.S. PVOs. Thisredly represents,
| think, one prong of a two-prong approach under our new strategy and our strategic objective of loca
NGO grengthening. Of course, we continue to do strengthening in some of our other programs that
you have just heard about, but the new thrust of our strategy, which isloca NGO strengthening,
bascdly hastwo aspectstoit. Oneisthe NGO Strengthening Grant Program that Tom laid out, for
which an RFA will be coming out in the coming month or so. The second gpproach is part of our
respongibility and role within the Pillar Bureau. Aswe have said quite alot this morning, this means that
we expect to play more of afield support role now. PV C has built up such aleve of
experience/lessons | earned/expertise based on the good work of many of our partners over the years,
that we have alot to offer.

CAP represents our program to work with Missions based on the ideas, expertise and the proposals
that we will recaive for this program. | want to give just a little background on how CAP was born.
Some of our grantees are familiar with specific technica assistance programs that we offered to them in
the past. Yearsago, when | firgt joined the Office, we had a program for chief executive officers of
PVOs. It wascdled a CEO-PVO Program. That was followed by the Globa Excellencein
Management, or GEM, program, which helped our partners, and others understand and practice
effective partnering with local NGOs. Thiswas abig thrust of our drategy a the time in order to get
more and more of our partnersto partner with local NGOs. There was dso something caled
Sugtainable Development Services, which was helping certain PV Os and cooperatives to focus on
financid planning and sustainability. About two and a hdf years ago, some of these programs were
coming to an end. At that time we thought it was redlly important to assess how these programs redlly
worked, and just what we've learned from these programs. The end result was a decison to have a
more cohesive, comprehensive approach, to packaging together what we've learned over the years
from these piecemedl programs. We decided to design a program that related more to Field Mission
demand and to put ourselves out there to Missons as a support to their programsin NGO

drengthening.

There have been gapsin NGO strengthening that have, in some respects, been closed by some
Missons. | think that this whole area has been recognized much more broadly in the Agency as
important and criticdl.

CAPisan RFA. It'soutlined in the document. | won't go into any aspects of it because
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| want to make sure that we have alevel playing fidd in terms of answers to specific questions. There
may be other organizations besides PV Oswho are interested and will be atending this conference on
the 19", We will, a that time, go into much more detail.

I'm going to leaveit a that, and look forward to the many questions you will have. Thisis an exciting
program. | have redly enjoyed working on it. It's been along labor, as some of you know, and it redlly
does meet the objectives of our strategy. This does represent something very new that we will be
doing.
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Question-and-Answer Session

MS. BURPEE: My nameis Gaye Burpee. I'm from Catholic Relief Services. | would like you to just
clarify something for us, and that is, when | think of aPVO, | think of an internationd NGO. When |
use the word "NGO," I'm thinking of alocal NGO. | would like you to clarify about whether or not that
is the way you've been using those terms, and then | would aso like you to define 1SO.

MR. KENNEDY: Firg of dl, to answer your first question, yes. That is how we define U.S. PVO and
local NGO. Sothat is correct.

Now, an intermediate support organization is an organization that provides services to NGOs and other
condituencies. So that may in fact be an organization that provides training and other services. It may
not be adirect service provider itsdf, but it's one that actually provides other servicesfor NGOs. This
iswhat we might consder to be part of the broader network of development servicesin the community.

MS. BURPEE: Could aPVO be consdered an ISO? | mean, the way that you defined it and the way
that we work with our loca partners, we serve as an 1SO for our local partners. We provide training,
cgpacity building, management, and organizationd strengthening. | think you may not be using ISO in
that way.

MR. KENNEDY: No. Our interpretation of an 1SO would, again, be alocally congtituted organization
that provides these services.

Just to clarify one point, the focus of the old Matching Grant Program was on developing the capacity of
U.S. PVOs and of some of their locd affiliates or locd NGOs that they were working with in the field.
We actudly had great successin this. | think many of you sitting here can attest to the success of your
programs under the Matching Grant Program.

The key digtinction here, under this new strategy, isthat our cooperative agreements under the Loca
NGO-Strengthening Program will go to the U.S. PV O, but the focus is not so much developing the
capacity of an individua NGO in a country to provide services, it's to strengthen the broader NGO
sector.

So, how can working with these organizations, the loca NGOs that are identified as potentia partners,
how can these potentid partners have a greater impact, beyond just the local service ddivery that

they're engaged in?

QUESTION: From what I'm gathering, the Matching Grant Program is essentidly dead. Isthat true?
Now we're going to the Strengthening Program.  Is that right?

MR. KENNEDY: Wél, no. We haven't scheduled the memorid service yet for the Matching Grant
Program. The Matching Grant is being phased out. Last year's Matching Grant RFA was the last RFA
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specificaly geared for the Matching Grant Program, and we are going to continue to manage the existing
Matching Grant Programs under PVC.

MS. LISKOV: Just to add to that, our second strategic objective, which Judy mentioned, isto work
with newer, more nascent organizations that have not recelved a Matching Grant in the past. It is sort of
a continuation of the Matching Grant Program, aong the same successful lines that weve donein the
past, but isredly not going to be geared to the more mature organizations that in many respects could

be recognized as having built capacity aready.
QUESTION: What isthetitle?

MS. LISKOV: Wi, right now, | don't think we have aclear title. It might be called the Matching
Grant for Nascent Organizations, or something smple.

QUESTION: Sofar, you have been talking a great ded about strategies and objectives for the new
programs, and | redlize that the specific strategy hasn't yet been gpproved. So it seemslike you can
only spesk about it in very generd terms.

However, isthere any way that you can maybe provide us, as we anxioudy walit for the gpprova and
the pogting on the website, some specific examples of how you arrived at these objectives, like what
you've done in the past?

It would be great for me -- I'm young and just starting out -- if you could point to specific programs and
things that you've done that have worked. When you talk about supporting activities of loca NGOs,
what can you point to in the past that would make you think that that is going to be successful? It
sounds redlly great, but | think the devil is going to be in the details and I'm interested to see how that is
going to be implemented. Just give us alittle something specific to go on until the actud Strategy is
released. That would be grest.

MS. LISKOV: I'd beglad to. Y ou might have an opportunity during the day to meet with some
people from organizations who have been long-time or some-time grantees of the Matching Grant
Program or the Child Survival and Hedlth Program. These are the two, redlly, premiere programs that
PV C hasrun for anumber of years.

Part of the Matching Grant Program, because its was very cross-cutting, redlly haf of it, went to
capacity-building for micro-enterprise organizations. | think al that we have been talking about today,
and Judy's remarks, what we were saying is that we are building on the successes of these two
programs.

The Child Surviva Program, which is now continuing -- in fact, it's so vauable, it's continuing very
grongly in the Globa Health Bureau -- has built a cadre of organizations that are sophisticated, high-
level practitioners of child survivd interventions. Thisis very different from their capabilities 15 years ago
when they started with our Office.
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Our mandate has been capacity strengthening of U.S. organizations for anumber of years. The
trangtion is difficult for both of us, but these organizations have formed a network. In fact, we
supported the development of the CORE network, just like we did the SEEP network for
Microenterprise. This has been atremendous success in building capacity. It has dso brought new
organizations that want to be involved in these sectors up to speed through interaction with others and
through the technica committees.

| think what were saying is that we are building on many years of success. There are many chdlenges
out therein local capacity that we fed weve been doing agood job of through U.S. PVOs, but it'san
evolution because so many of the organizations have become facilitators through their partners and are
not themsalves doing the actua service delivery. We are sometimes catching up to the PV Os,
sometimes raising the bar and providing guidance in being cutting edge and innovative.

| think these are the two programs that you might want to spesk with people about. Thereis il
information on these programs on the PV C website.

18



