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This is a very selective response, addressing a few issues in the paper that concerned me. It is not a comprehensive review of the paper

1. The distinction made between selection criteria and performance criteria is an important one. However, some further distinctions need to be made.

2. When CSOs first apply for PPA agreements there should be a distinction made between:

· Whether the CSO has the required minimal level of organisational competence (the requirements of which could be spelled out), and

· Whether the development objectives that the CSO is prioritising at the time fit with current DFID priorities.

· ICSD should provide funding via a PPA only if both criteria are met. A CSO may be acceptable on the first criteria but not on the second. However DFID priorities may change overtime and the CSO may then be suitable on both grounds, and therefore funded via a PPA

3. When CSOs apply for continuation of funding, after their previous PPA, a distinction should be made between

· Performance against objectives, within the previously agreed framework 

· The degree of fit between the development objectives that the CSO is now prioritising and the current DFID priorities.

· ICSD should be able to increase funding on the basis of good performance and / or  increased relevance of the CSO's development objectives

4. Policy coherence is rightly stressed as an important criterion for funding, but this concept could easily be mis-applied. On page 15 the description of Policy Coherence as a performance criterion suggests that the more aligned the CSO is with DFID objectives the better. So a large generalist multi-purpose CSO like Oxfam would probably do better on this criterion than a small (or not so small) specialist CSO like Water Aid. I suggest that this is the wrong approach. Instead, the primary focus should be on how well the objectives of the whole portfolio of PPA investments align with DFID objectives. The portfolio could be full of specialist CSOs, each of which was addressing specific areas of DFID concern. But with the right mix of these CSOs the whole portfolio could still be very well aligned with DFIDs overall priorities. And being specialists, they might even do better than the generalists, in their respective areas. Coherence should be analysed at the portfolio level. 

5.  In these circumstances a significant management task for the ICSD will be to monitor and adapt the composition of its PPA investment portfolio, in order to ensure the best possible alignment with DFID objectives. Then within that aligned portfolio, it should be seeking to increase the funding of those that do better than others. But increasing funding for CSOs that are pursuing objectives that are already over funded, or currently of less importance, is not automatically a good idea.  This is why I have emphasised in paras 2 and 3 above the importance of being able to adjust the mix of the portfolio at two points: when a CSO is being considered for a PPA, and when its PPA is coming up for renewal.  "Rebalancing the portfolio" should not be seen as a once-off task. 

· Some recognition of this is given in the paragraph on page 13 referring to "Discretionary increases….where an agencies strategic objectives are considered to be high priority by DFID, that complement its overall objectives and which the bilateral programme is not well positioned to address"

6. The proposal for the use of the six performance criteria involves an unresolved tension between the needs for flexibility and transparency:

· A set of six performance criteria are laid out in the open, and 

· Then it is stated that individual PPAs would be able to "specify which criteria would apply and in what measure…Agencies would also be able to propose specific criteria that reflect their particular mandate and expected outcome…They are also in the best position to identify indicators that best capture the intended outcomes specified in their respective Agreements"

7. However, devolving the definition of performance in this way seems likely to involve a significant degree of non-transparency (to other PPA candidates, and to the public), and where transparency does exist, more information about what is possible would be available to those PPAs which were being negotiated later rather than sooner.

8. There is also a tension between the proposal for flexibility and the proposal for a standard weighting system for performance on each of the criteria. The use of a standard weighting system will favour some CSOs and not others, depending on which of the performance criteria they want to focus on in their PPA (under the flexibility provisions outlined above). 

9. There is another tension between the intention to design a performance assessment system that is focused on development outcomes and the actual proposal, where the six performance criteria are largely focused on development processes. When the CSO provide answers to each of the questions listed under each of the six criteria this will not enable the ICSD to say to what extent DFID's PSA objectives and targets were being met, or even the four goals relating more specifically to CSOs, spelled out by the ICSD (except advocacy). I suspect this development is a consequence of the authors felt need to find some generic performance criteria that could apply to all PPAs. 

10. There is a way of resolving these tensions.

· Performance criteria can be listed as a menu, which is openly available to all CSOs to see and choose from. While the contents of that menu could be the subject of extensive negotiations between ICSD and all concerned CSOs there should not be any private negotiations about additional off-menu items, once the menu is collectively agreed to. 

· That menu could include both outcomes type criteria (e.g. those relating to ICSD's four goals, MDG's or PSA targets ) and process related criteria (e.g. capacity building, as on page 16).  I would favour more emphasis on the former.

· Each PPA agreement should state clearly which of the performance criteria the specific CSO is signing up for, and in what rank order of priority. There should be a minimum number of x criteria being required for all PPAs (but which ones they are do not need to be specified)

· The expectation should then be set that a CSO should perform best on its highest ranking criteria and less so on its lower priority criteria. The correlation between planned priority and actual success rankings will then provide a common meta-performance criterion that could be compared across all PPA holders.

· And it will be the "outliers", where a CSO has performed well on a low priority criterion or poorly on a high priority criterion that will provide learning opportunities. 

· This menu-based approach will then provide ICSD with a portfolio of PPAs that has an identifiable mix of outcome and process attributes. This detailed (but not endless) information will enable it to re-balance its portfolio as needed, in an informed and justifiable way. 

11. This approach I will think will naturally bring attention back to an issue raised early in the paper, but not followed through. That is, what is ICSD's strategy in relation to its PPA portfolio. What sort of mix does it thinks it needs in order to best achieve its four goals, or the wider goals set at the PSA or MSDG level. Its current ideas might help inform the negotiated design of the proposed menu. But the negotiation of the menu, then each PPA's response to the agreed menu, will I think help develop its thinking about its strategy in much more detail.

12. There is a larger issue here was well, which the PPA mechanism has in common with all funding mechanisms. Built into the initial selection process, and subsequent portfolio adjustments (made on the basis of both performance improvements and changing mix of approaches) is a theory about what will work, in terms of achieving overall development goals, such as reducing poverty. This type of theory is often more implicit and tacit rather than explicit.  Despite the scale of funding involved I don’t think there have been many, if any, cases where funding mechanism have been evaluated in terms of how successful their theory was. For example, as far as I know the CSCF has not yet been assessed in these terms, though its selection processes have built-in views of what is likely to lead to a successful project. Unless there is testing of those views the fund managers remain significantly unaccountable.

13. If the PPAs want some quid pro quo in terms of performance assessment obligations, they might ask that ICSD put on the table its proposals for assessing the performance of its own work. That is, the decisions it takes about what types of PPAs to fund and not fund. The ICSD should not be accountable for CSO achievements, but should be accountable for the decisions it makes about who to fund, and on what scale.
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