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1. Executive Summary’

The International Red Cross and Red Crescent Movement is afamily, comprising the ICRC,
the Federation and national societies.

The Swedish Red Crossisthe largest humanitarian volunteer organisation in Sweden, with
approximately 300.000 members. The SRC has a clear identity based on strong values and
committed staff. The organisation is divided into 10 regions with its headquartersin
Stockholm. SRC has 530 employees, of whom 110 work at the HQ. Reorganisations during
2002/2003 have resulted in major downsizing of staff. In the new organisation, SRC has tried
to integrate the national and the international activities. Beginning in 2002 there has been a
focus on further development of local international activitiesin Sweden.

TheInternational Federation of Red Cross and Red Crescent Societiescomprises 179
member societies, a secretariat in Geneva and some 80 regional and country delegations around
the world. The Federation as awhole and its Secretariat are in the middle of very significant
changes.

The I CRC is an independent, humanitarian, nonprofit organization. It has alegal mandate
based on the Geneva Conventions and Protocols. The four Geneva Conventions of 1949, which
protect the victims of conflict, bind aimost all States. The ICRC comprises headquartersin
Geneva and some 90 regional and country offices.

The Swedish Red Cross has along and deeply rooted tradition of international activity, long-
term international cooperation, refugee assistance and disaster relief. The international
activities consist of humanitarian aid and OD/capacity building. Sidais channelling support to
the Federation through SRC. The total amount of the support to SRC was 161 180 000 SEK
during 2002, out of which 95 430 000 SEK was based on the Federation's annual appeal. More
than 50 % of the budget goes to OD/capacity building of ONS.

The management audit covers the following areas: organisation, management systems and
financial management. For these various fields the management audit gives an analysis of the
reliability and relevance of the systems, together with a general assessment of reporting by the
Swedish Red Cross to Sida and of communication within the RC/RC Movement. The analysis
also includes the organisational structure and dimensioning of headquartersin relation to its
function and tasks.

It is adynamic context in which the management review is supposed to fit in. Thisfact hasto
be taken into account when reviewing the organisations and their management systems.

Many initiati ves have been undertaken in order to improve performance. Our conclusions can
be summarised as follows: the management systems are relevant and reliable, generally well
developed, known to the personnel and applied in practice. However, not al the new systems

! The Executive Summary is also available in Swedish
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have been effectively implemented yet. We believe that the documentation supplied to Sida
provides a reasonable reflection of actual conditions and can therefore be termed a good
foundation for Sida’ s decision-making. In our review of information gathered at the Federation
and ICRC we have not found any example of important information that has not been passed on
from SRC to Sida. Our assessment is that SRC’s reporting on deviations seems to be reliable.

Within SRC thereis high level of dedication and responsibility, coupled with both formal and
informal supportive structures. The division of responsibilities within KoB is adequate but
should be further clarified. Aspiration level and workload are high. The organisation is quite
new and improvements in routines and processes are achieved continuously. Thereis aneed for
amore focused strategy and some changes when it comes to planning and agreements between
SRC and Sida.

Our detailed recommendations are to be found in the end of each sub-section. Chapter 8
contains a summary of our conclusions and recommendations. In our opinion the following
main recommendations may summarize the more detailed findings, conclusions and
recommendations that are to be found in the report:

1. The agreement period should be extended

A major problem is the existing budget process. We recommend that Sida and SRC consider
extending the agreement period to three years. We suggest starting with atwo-year period
2005-2006 that is evaluated before a decision is taken on an extension. We suggest that the two
or three year planning processis rolling.

We a'so suggest that Sida use the same timetable as is being used for the so-called frame
organisations. That means the agreement would be signed in January instead of May/June. The
application from SRC would then have to be submitted to Sida earlier than at present. Since the
appeals are planned to be on athree-year basisin the future, it will be possibleto find an
alternative timetable.

2. Impact reporting should be further developed

SRC has chosen to split up the support into 64 different projects and programmes. That makes
it difficult, if not impossible, to aggregate results information in an impact analysis on a more
genera level. SRC should consider the implications on aless diversified project portfolio.

SRC has made considerable efforts in response to Sida’ s criticism regarding the SRC annual
report 2001. The reporting from SRC to Sidais comprehensive and gives an overview of the
activities. The reports are in most cases very well done, including relevant information, and
they are easy to read. There are a number of examples of achieved results but the general
impression is that the reporting is more activity-related than results-based. There are few
examples of advanced impact reporting. The reporting is mainly at an individual project or
programme level. There are few examples of aggregated information and analysis on amore
general level.
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There are guidelines from Sida stating that the funds should be used in line with Sida’ s overall
goals. In our opinion, SRC comments satisfyingly on these goalsin itsfinal reporting to Sida.
However, the Federation’s reporting to SRC lacks this information.

Aggregations could be on aregional and/or global level. When it comes to some activities a
regional perspective seems to be adequate e.g. some disasters. In other areas the differences
between the countries in aregion are so significant that it may be more relevant to analyse
effects globally for countries with similar context. Thisis the case when it comesto
OD/capacity building.

In the comments on the SRC reporting for 2001, Sida has stressed the importance of a coherent
analysis of the global programmes. However SRC’ s report for 2002 contains no overview of
the nine global programmes. Some of the global reports are focused on activities and contain
no information on results. Our overall impression is that the reports on the global programmes
are less comprehensive than the other reporting. Thisis rather surprising, taking into account
the fact that a global programme should be based on an idea of how a general approach isthe
most effective to address these problems. The indicators are thus not specific for only one
country. On the contrary the indicators are the same, which means that it is possible to monitor
and evaluate impact also on an aggregated global level.

Impact reporting has been focused in the discussions between Sida and SRC. Our assessment
on the reporting from SRC to Sida confirms the criticism that Sida has formulated when it
comes to lack of impact reporting especialy at aggregated levels. Thereis aneed for
clarification on the terminology used by the different partiesin order to gain a better
understanding on how the impact reporting should be further developed. Consequently we
have chosen to elaborate more in detail on thisissue in our report in order to present more
concrete recommendations. SRC should further develop its capacity to analyse the impact of
different programmesin order to transfer resources to the most effective programmes; Sida and
SRC should meet and agree on the concrete level of impact reporting; in the impact reporting to
Sida, in most cases the intermediate outcomes should be focused; SRC should advocate a
clearer project/programme structure within the Federation; impact reporting should be
structured in accordance with such a framework on project, programme and global levels;
SRC’ s reporting should be more focused on impact; SRC'’ s reporting should include increased
analysis on a more aggregated level; aggregations should be based on similarity in context and
not always based on geography; in the aggregated analyses of the programmes, the results
should be clearly linked to SRC’ s objectives, goals, visions, policies and strategies; the analysis
should consist of the general lessons of experience and the consequences for SRC and its
cooperation partners; SRC should provide Sidawith a coherent analysis of the global
programmes; the report on the Frame for Minor Emergencies should also include an assessment
of the value for money compared with support in general; the individual reports on the ICRC
delegated projects should have a common outline; SRC should provide Sidawith an overview
of the delegated projects; Sida should give a more detailed feedback on the reports from SRC.
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3. SRC should review its strategy

The SRC main approach is capacity building, which forms part of all programmes supported.
Thisis a strategic choice, which has the positive aspects of integration and synergy and aims at
long-term effects. The integrated approach of SRC in practice resultsin decisions to allocate
resources to alarge number of projects and programmes instead of concentrating the available
resourcesin fewer areas. According to SRC thisis adeliberately chosen strategy in order to act
in acomplementary role in relation to the other members of the Federation. Thus, the support
of SRC is many times the necessary complement to other resources that makes it possible to
commence a certain programme. On the other hand, the impact of a complementary roleis hard
to demonstrate. As a consequence of the choice of strategy the report to Sida should include an
assessment made by the Federation on the specific results of SRC’ s decisions when the strategy
is practiced. We recommend that SRC evaluate the present strategy in the light of the new
strategies in the Movement and the need for increased impact reporting to retain the trust of
Sida and the general public. Our recommendations are in brief the following: SRC’ s project
portfolio should be less diversified; more of KoB’ s time should be spent on assisting NSin
OD/capacity building and less on administration of appeals and reporting.

In addition we recommend that SRC review its strategy for resource mobilization in order to
find also other sources e.g. EU/ECHO.

4. SRC should continue to support the development of the Federation’s monitoring &
evaluation system

SRC’ sreportsto Sidaare to avery large extent based on the reports from the Federation. It is
therefore of significant importance that SRC has an impact on the way the Federation develops
their monitoring and evaluation systems.

Strategy 2010 stresses the need for the Federation to establish an evaluation system to measure
progressin al core areas and incorporate learning into future programme development. Asa
conseguence, a Monitoring and Evaluation Division was established in the Secretariat with the
overall goal of helping the Federation to improve its collective performance and accountability.
In 2002, two important tools were launched: the Operational Framework for Evaluation and the
Handbook for Monitoring and Evaluation. These documents are complemented by a series of
training and information sessions. The result of these achievements is that evaluations are now
being dealt with in a more systematic way and are contributing to organizational learning. For
instance all mgjor evaluations are available on the Federation website.

When it comes to measuring results (outputs, outcomes and impact) the Federation reporting is
still weak but there is a growing awareness of the crucial importance of improvement in this
field. The SRC is constantly trying to improve its own capacity to measure results and
contribute to the Federation Secretariat’ s capacity.

In all project plans there is some information on follow-up of activities. However, in most cases
there are only some genera statements: indicators are often focused on activities but not the
effects of these activities. Indicators should be used mainly as a means to improve learning and
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motivation. Collective evaluations of the wider capacity building of a NS would be useful. We
suggest an increased use of peer review processes. We aso recommend increased use of NS
self-assessments and the NS annual reports for gathering information for long-term impact
analyses.

Results may be defined as output, outcome and/or impact. In some cases it has been possible to
measure impact in relation to the goals. But in most cases, when it comes to capacity building,
it is not possible to measure impact against the long-term goals for a project or a programme.
At the end of the project it may in these cases be possible to measure output or outcome, but
not real impact. OD/capacity building is not an end in itself but a means to better address
vulnerability.

The evaluations that have commenced are of various kinds and quality. However, the new
framework has addressed the shortcomings in the evaluations previously commenced. We
strongly recommend that the framework be implemented. We aso recommend an assessment
of the framework and the handbook on M & E after afew yearsin order to further develop
these instruments.

5. SRC should develop its strategy for institutional learning

SRC should develop its capacity to identify best practice and good practice and make use of
this knowledge in future priorities. Development work within the Swedish Red Cross ought
above al to be aimed at shifting the emphasis of work in favour of more follow-up, evaluation,
impact analyses and dissemination of experience.

Supporting fewer projects and programmes will not only make reporting and analysis of results
easier. It will also give SRC better opportunities to take part in the projects and programmes
and thus contribute also with SRC knowledge and experience. In the present situation too much
time at SRC is spent on intermediary activities related to appeals and reporting. More time
should be spent on transferring knowledge and experience in order to meet NS needs for
assistance in OD/capacity building.

Although lessons learnt are often integrated in the following phases of project cycles for
adequate realignment, it is still recognised that the analysis of results has to be better captured.
The Federati on needs to define better indicators in the project design, in order to facilitate the
continued monitoring of baseline data and results during the project timeframe.

SRC hasin many ways been active in supporting institutional learning. There are alot of good
examples of institutional learning within the SRC and the Federation. However, thereis no
explicit strategy for organisational learning either on SRC or the Federation level. SRC should
consider including the issue of institutional learning in the new strategy. SRC should also
consider assisting the Federation on working on a strategy for institutional learning.

6. SRC"s Governing Board should be moreinvolved in decision-making related to the
Sida-funded activities

SRC’s planning of work on an annual basisisto alarge extent based on the appeals from the
Federation and ICRC. The present division of work between SRC and other parts of the
Movement seems to be rational.
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The professionals at KoB have up till now handled the activitiesin thisfield mainly on their
own, with acceptance from the Government Board but with arather loose steering. There have
in the past been very few decisions made by the Governing Board directly focused on the
activities outside Sweden. Taking into consideration the fact that Sidais supporting SRC's
international activitiesto avery large extent, the Board should pay more attention to these
issues. Representatives of SRC's Governing Board should take part in the annual meetings with
Sida.

In the past, budgeting and planning have been two separate processes within SRC. The result
has been two separate documents on the Intranet without a clear relation between input
(resources) and expected output, outcome and impact. A new planning model has been
introduced in 2003 to be used in the planning process for 2004-2005. However, the Governing
Board has arather limited part in the process. Thus we recommend that the Governing Board
discuss the suggested goals and SRC overall priorities at an earlier stage in the process.

7. The planning process should be further developed to facilitate the integration of
projects and programmes nationally and inter nationally.

One aim with the new organization of SRC is a deeper integration between the national and the
international work. Thus, it is of significant importance to have a planning process that
facilitates the integration. Thereis also aneed for further coordination between the planning
processes of SRC, the Federation and Sida. The present planning cycle is the first one using the
new planning tool. However, KoB has not participated fully in the internal planning process
within SRC this year.

One aim with the introduction of a common planning tool in an organization isthe
harmonization of terminology in all the phases of the planning and decision process, including
monitoring and evaluation. The Federation has developed a handbook on Monitoring and
Evaluation. Its harmonised terminology facilitates use alongside the Project Planning Process
(PPP). The Logical Framework Approach (LFA) used by Sida and most other donors has much
in common with the terminology and approach used by the Federation and ICRC. Thusit is
confusing that SRC has selected another planning tool for its own planning process. The
differences in terminology may lead to difficulties not only in the coordination between the
Federation planning process and the planning process within SRC but also in twinning
arrangements and other OD/capacity building efforts. The new planning tool will be evaluated
after two years (2006).

8. A strategy on phasing out of projects should be developed, where exit criteriaare
linked to performance

Quality programmes that have clear plans, objectives and an exit strategy defined at the outset
will help show impact. However, there is no strategy on phasing out of projects. Exit criteria
should be linked to performance, not to time or money.
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9. SRC should take a lead role in developing concr ete conceptsfor coordinated bilateral
support.

SRC and the Federation have agreed to establish a framework agreement that will define the
modalities for their cooperation in international activities, and more specifically that will define
the modalities for the resources that the Swedish Government contributes to the international
operations of the Federation through SRC.

Most of the budget (95 %) is spent on multilateral support and only 5 % on bilateral. SRC is
thus working more on a multilateral basis than other PNS. Out of the total budget for
international activities, 25 % goes to the Federation’ s field structure and the Secretariat. SRC is
one of the few PNS that can address a significant part of its support to this kind of needs.

The future structure of the Federation support on regional and country level isimportant for the
discussions on the level(s) of cooperation between SRC and Sida. It is quite easy to understand
the difference in impact and processes between bilateral and multilateral support. There seems
to be more ambiguity in the concept of coordinated bilateral support. Thus, we recommend
SRC to take alead role in developing concrete concepts for coordinated bilateral support.

We also recommend SRC and the Federation to work on developing simple, common
indicators of capacity building that could be used by everyone. SRC and Sida should discuss
the possibility of making ajoint pledge with joint approaches on capacity building with both
the humanitarian and development arms of Sida.

10. All processesin the cooper ation between SRC, the Federation and Sida should be
reviewed in the light of decentralisation

There are afew examples showing the impact of decentralisation on the traditional decision
making structures in the Federation and Sida. It has opened up for horizontal contacts and
agreements on regional and local level. Also the need for harmonisation between donors and
thus more decentralised coordination on the country level will have an impact on the
development of the multilateral, bilateral and coordinated bilateral approachesin the RC
Movement’ s humanitarian and devel opment cooperation.

Sida’svision isto create an optimal balance between an empowered and strengthened field
organisation and a supportive organisation at headquarters. More authority will be delegated to
thefield.

In an international framework of support and cooperation, the Strategy for Change makes a
point of reaffirming where the basic responsibility for implementation rests - with the National
Societies (NS). Development work is on empowerment, ownership and participation. The
Secretariat should be serving as leader instead of implementing partner. Issues relating to the
whole cycle of programme planning and implementation are being moved from headquartersto
theregional level.

Thefirst example of the impact of horizontal processes on regional level was the project on
HIV/AIDS and HBC in Southern Africa. Another discussion has emerged in New Delhi. We
recommend Sidato include afield study in a second phase of the management audit for
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studying the relation between the NS and the Federation field structures and how these might
be affected by decentralisation and initiative like the one on HIV/AIDS in New Delhi. The
experiences made in this particular case should be used to broaden the discussion between SRC
and Sidaregarding all processes in the future cooperation.

Since the Federation is not the objective of this management audit we have just added some
information and comments on issues that are important for the management audit of SRC. Our
overall assessment is that the management systems and routines at the Federation are highly
advanced, well documented and sufficiently and satisfactorily known within the organization.
However, field studies have not been included in the management audit. Thus, we have not
been able to follow the systems through the entire organisation.

Due to delays in approving project budgets, many go ahead without approval. At 4 November
2003, only 60% of the projectsin the CODA system had been approved and 88% of total
expenditure was on approved projects. The target was to reach 100% by 31 December. Apart
from the loss of control that thisimplies, it reduces respect for the budget. The target should not
be to have al projects approved by the end of the year but by the start of operations. It is
recommended that the budget preparation and approval process be analysed and amended with
aview to having budgets approved before the relevant operations are started. We also
recommend that SRC should advocate further development of the Federation s internal audit.

We recommend Sida to include field studies to two or three ONS in a second phase of the
management audit. The field visits should include studying the entire responsibility for
planning, monitoring and reporting to move from Delegations into ONS and the problems and
advantages related to it. One of the field studies should be Nepal for studying also the chain of
management systems based on cash transfers.

11. SRC should take a lead role in advocating the harmonisation process of the M ovement
The issue of the Strategy of the Red Cross and Red Crescent Movement was an important step
in view of improved cooperation within the RC/RC Movement. It had impact on both policy
levels as well as on programme discussions, not least within the field of capacity building.
Much progress has since then been made to improve coherence between the Federation and
ICRC through harmonised planning. However, the ideas have to be better realised and
demonstrated. There are duplicated structures and facilities. Most of the offices are not shared
between the Federation and ICRC or with national societies. We recommend SRC to useiits
strong position within the Movement to take a lead role in advocating the harmonisation
process. It isvital to improve Movement coordination in relation to NS development. This
includes improving links to existing mechanisms such as CAS and harmonised planning
between the Federation and the ICRC in the early stages. Thus, SRC shoud further develop its
capacity to contribute to the development of the RC/RC Movement.

To respond to its mandate, SRC together with the other Nordic RC Societies has initiated a
dialogue with the ICRC to improve cooperation and coordination. We believe it isimportant
that Sida supports SRC’ s efforts of opening up ICRC as an organisation in areas where it isless
transparent than the Federation.
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We are not requested to come up with a specific recommendation when it comes to the further
development of the relation beween Sida, SRC and ICRC. However, in our opinion there are
good reasons for close contacts and good relations between (1) SRC and ICRC and (2) Sida and
ICRC and (3) SRC and Sida. Therefore an agreement (contract) between all the three parties
seems to be the best solution. In this cooperation agreement the division of responsibilities
should be clearly defined and specified. Costs of administration should be closely linked to
added value.
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2. The Swedish International Development Cooperation Agency

The Swedish International Development Cooperation Agency (Sida) is responsible for the
Swedish international development cooperation. The main goals for the cooperation are to help
decrease poverty, increase democratisation and achieve a sustainable development in partner
countries.

The Division for Humanitarian Assistance and Conflict Management (SEKS/HUM) is
responsible for Sida's Humanitarian Assistance. The vision for thiswork is to create conditions
for poor and vulnerable people to live in peace and retain and keep control of their lives.

The activities of the Division for Humanitarian Assistance and Conflict Management is guided
by the following:

- Poor and vulnerable people can make their voices heard through, for example,
cooperation and organisation. The fundamental rights of the individual must be
protected. Humanitarian and development activities shall complement and develop
local knowledge and resources.

The work and engagement of Swedish and international organisations has avita role to
play in humanitarian and development cooperation.

- Theimplementing organisations planned activities must have a conflict perspective
and the activities should aim to prevent or solve conflicts.

The most important policy documents for the humanitarian assistance are:
- Sidas strategy for conflict management and peace building
- Humanitarian assistance with a child’ s right perspective
- Developmental humanitarian assistance.

Sidais faced with increasing demands for efficiency and results based reporting in
development cooperation. Within its responsibility lies the follow up whether the funds have
been used efficiently and for the right purpose, regardless of the channel of funding.

Sida’ s view on the ownership of the programme is that the co-operating implementing partner
has the responsibility for implementation. As a consegquence of this, the partner also has the
responsibility for the control of the programme.

SEKA/HUM'’ s cooperation with Swedish NGOs is based on trust, which requires follow-up for
efficient control and to ensure the public’ strust. The aim is to achieve a higher quality in the
applications and follow-up as well as increased efficiency within the organisations and a better
cooperation between the partners and Sida.

Over the years Sida has channelled substantial amounts of funding through the SRC. This
funding has been used for Federation programmes within humanitarian assistance as well as
development cooperation. Sida has also funded activities through the ICRC. During 2003
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SEKA/HUM is estimated to have supported the Red Cross movement with atotal of EUR 37
000 0007,

3 An Overview of the Red Cross Movement

3. 1 The Swedish Red Cross

The Swedish Red Cross is the largest humanitarian volunteer organisation in Sweden, with
approximately 300.000 members. The organisation is divided into 10 regions with its
headquarters in Stockholm. SRC has 530 employees, of whom 110 work at the HQ.

SRC has along tradition of international cooperation. The international activities consist of
humanitarian aid and OD/capacity building, which are of amost equal size. During the last few
years, SRC has gone through a major change. Reorganisations during 2002/2003 have resulted
in mgjor downsizing of staff. In connection with this reorganisation, the parts of SRC working
with development cooperation/humanitarian assistance have also been affected.

Sidais channelling support to the Federation and ICRC through SRC. The total amount of this
support was 161 180 000 SEK during 2002, out of which 95 430 000 SEK was based on the
Federations annual appeal.

3.2 International Federation of Red Cross and Red Crescent Societies

The International Federation of Red Cross and Red Crescent Societies was founded in 1919 and
comprises 179 member societies (having 97 million individual members), a secretariat in
Geneva and some 80 regional and country delegations around the world. The Federation has
observer status with the United Nations, so it has the status of an international organisation in
meetings of the General Assembly, OCHA, UNHCR, WFP, WHO, ECHO, etc.

The Secretariat provides aglobal profile for the organisation and speaks on behalf of its
member societies. The General Assembly is the highest decision-making body and meets every
two years. The Governing Board directs the organisation and meets twice ayear. It comprises
an elected President, Vice Presidents, 20 elected NS representatives and the Chairman of a
Finance Commission. The chief executive officer is the Secretary General, appointed by the
General Assembly.

The Federation core activities are: to promote human values; to provide health and carein
communities; to build and strengthen disaster preparedness systems; and to respond to
disasters.

2 CHF (Swissfranc) 1 = SEK (Swedish Kronor) 5.75 = US$0.73 =EUR 0.64
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3.3 International Committee of the Red Cross

The ICRC is an independent, humanitarian, nonprofit organization. It has alegal mandate
based on the Geneva Conventions and Protocols. The four Geneva Conventions of 1949, which
protect the victims of conflict, bind aimost all States. These Conventions give ICRC status with
governments. New national Red Cross/Red Crescent societies have to meet the ICRC criteria
for recognition and this facilitates their recognition by their home governments. The ICRC
mandate is being continuously refined and adapted to emerging needs through International
Conferences of the Red Cross and Red Crescent that are held every four years. ICRC conducts
and directs the Movement’ srelief activitiesin situations of conflict, and under such
circumstances it becomes the lead agency with the other segments of the Movement who work
under its umbrella. It decides on the strategy to be adopted and is responsible for security.

After aprocess of self-evaluation, independent evaluations, consultation and testing the Plan
Avenir (corporate plan) for 1998-2002 has been replaced by the Programme of the Directorate
2003-2006. The mission statement was confirmed:

“The ICRC isan impartial, neutral and independent organization whose exclusively
humanitarian mission is to protect the lives and dignity of victims of war and internal violence
and to provide themwith assistance. It directs and coor dinates the international relief activities
conducted by the Movement in situations of conflict. It also endeavours to prevent suffering by
promoting and strengthening humanitarian law and humanitarian principles. Established in
1863, the ICRC is at the origin of the International Red Cross and Red Crescent Movement.”

Sidais granted the full mandate from the Government in the yearly Letter of Appropriation to
take necessary decisions on the total yearly contributions to ICRC. To support SRC's
cooperation SEK 15,000,000 of the yearly contribution goes to SRC for delegates and project
delegations®. The pledge on cash contributionsin 2003 to |CRC from Sida amounts to CHF
36,503,940". In addition SRC has contributed with CHF 98,270.

3.4 The Cooperation within the RC/RC Movement

The adoption of the Strategy of the Red Cross and Red Crescent Movement at the Council of
Delegates in November 2001 was an important step in view of improved co-operation within
the RC/RC Movement. It had impact on both policy levels as well as on programme
discussions, not least within the field of capacity building. One example of a theme embarked
upon during 2002, as a consequence of the reinforced Movement perspective, isthe
clarification of roles and responsibilities during the period of a country’s transition from
conflict to a phase of increased stability. It was decided to make joint pilot cases of Sri Lanka,
Sierra Leone and Angolato further define functions and relationships between the parties.

% Sida: Beslut 2003-02- 13 samt Bedomningspromemoria 2003-01-31 med bilaga: Stod till Internationella rédakorskommitteens
appeller for humanitér fatverksamhet 2003.
*|CRC: Contributions to the ICRC Budgets Sweden, November 2003
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A so-called harmonisation process pilot project between the Federation Secretariat and the
|CRC has started in the Americas in order to coordinate a Movement approach to NS capacity
building in line with the Strategy for the Movement. At a meeting in Panamawith all Heads of
Delegation and organizational and co-operation delegates of the two ingtitutions, five key areas
wereidentified: NS statutes and revisions, strategic planning, addressing integrity issues and
leadership training as well as priority NS. The meeting resulted in a plan of action that has
since been followed.

4. The Assignment

4.1 The Purpose of the Management Audit

The purpose of the management audit is:
To study the reliability and relevance of existing systems for management of work and
of finance within SRC.

Based on the collected information, determine whether the documentation sent from
SRC to Sidareflects reality and if the information can be used for decision-making at
Sidaregarding funding.

To give SRC input for itsinternal work with organisational development

Theinitial discussions held between Sida and SRC indicated that the audit, given the SRC's
wide range of activities, isto focus mainly on parts of the SRC involved in Sida funding for:
- The Federation
- ICRC
- Separate funding for specific disasters
- Other areas of interest indicated by the pre-study of interface between Sida/SRC

4.2 The Terms of Reference

The terms of reference are given in full at Appendix 1. In essence, the purpose of this
assignment was to carry out a management audit, i.e. to assess SRC’'s management system and
its ability to govern and control operations in a manner to insure that external funds are
appropriately utilised, documented and reported.

Survey and documentation
The following should be documented:

Organisation
Management systems and routines
Financial Management
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Analysis and conclusions
The audit shall include a more general assessment of SRC’s reporting to Sida and
communication, management and delegation within the SRC organisation.

Recommendations

The audit shall result in recommendations concerning the above-mentioned points. The focus
of the audit is SRC’ s organisational structure, systems and routines that help the organisation
fulfil its obligations to Sida. We may a so include other recommendations of relevance for the
audit.

4.3 Execution of the Management Audit
4.3.1 Theteam

The assignment to perform the institutional assessment was given to Professional Management
AB. To cover the different tasks, a multidisciplinary international team was formed with the
necessary skills to address the issues raised in the ToR. The team comprised:

Mr Arne Svensson (Team leader). Mr Svensson is the President of Professional Management
AB. He has 30 years of substantive experience in the administrative reform process of central
and local government, including democracy and governance, legidlative and parliamentary
development, citizen participation, governmental relations, state and local governments, civil
society, devolution, decentralisation, organisational development, management and public
administration. He has been a senior consultant for more than 600 public and private
organizations, including the United Nations, the European Commission and governments
around the world. He has published more than 15 books on management iSsues.

Dr Tony Bennett. Dr Bennett is a chartered accountant and has a doctoral degreein
economics. He has for many years been Interregional Adviser on Financial Management,
United Nations Department of Economic and Social Affairs, New Y ork. He has over 30 years
of experience in financial management in the private sector and public sector, and in financia
management capacity building for accountability, transparency and good governancein
developing countries.

Mr Gunnar Danielsson. Mr Danielsson is a chartered accountant and Senior Manager with
Ernst & Young. He has over 16 years of experience of auditing large, medium sized and small
companies and organizations. He also has international experience from working 4 years at
Ernst & Young's office in Moscow, Russia. He is mainly responsible for the audit of large
Swedish and international companies but has also carried out various audit assignments for
Sidain Russia, Sri Lankaand Croatia.

Ms Malena Jonsson. Ms Jonsson has 12 years of experience from auditing large, medium
sized and small companies. Ms Jonsson has a so carried out numerous audit assignments for
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Sidain Estonia, Nicaragua and UK. Sheis also instructor/teacher at internal courses of audit
methodology and audit documentation.

Ms Stina Waern. Ms Waan has long experience in the evaluation of companies and
organisations, i.e. quality aspects, process anaysis, management, etc. She has been Director
General of IMPOD, a Swedish government authority with the aim of assisting the developing
countries with their exports to the Swedish market.

4.3.2 Work plan and methodology
A work plan has been presented and accepted by the working group.

In the survey of systems and routines, the following has been documented
- SRC’'s mandate in development cooperation/humanitarian assistance
- SRC'sactivities within devel opment cooperation/humanitarian assistance and its
relation to the board
- Organisation and ways of work
- Planning of work including information gathering and analysis
- Policiesand strategies
- Formulation of goals
- Measurement of results
- Decision-making
- Delegation
- Initiation of new projects
- Phasing out of projects
- Follow up of activities
- Evaluation (of activities)
- Reporting of deviations
- Reporting and final reporting
- Institutional learning

The survey included plans, budgets, organisation charts, etc. for SRC, the Federation and ICRC
on ageneral level and all documentation regarding the Sida-financed projects according to the
ToR. In order to be able to assess and evaluate the organisational structure for financial
management, as well as the planning and budgeting processes, as much relevant documentation
on the relevant management systems as possible was collected. We have reviewed all relevant
written documentation. The team also reviewed audits made at SRC and the Federation for the
period 1999-2002, to get an overview of documented strengths and weaknesses. In addition we
have reviewed the management systems. A bibliography is attached at Appendix I1.

Interviews have been held with key persons at SRC, the Federation and ICRC. These key
persons were selected for thelr responsibilities for the management of externally funded
programmes. Also members of the SRC board, staff at Sidaand SRC’ s financial auditor have
been interviewed. A list of persons met and interviewed is attached at Appendix 111. We have
met with some of these key persons more than once.
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In the survey of systems and routines for financial management the following has been
documented:

- Agreement and follow-up of conditions in agreement

- Transfer of funds

- Delegation

- Budget/follow up

- Audit and quality of audit

- Strive for good administration, transparency regarding financing and management of

funds and the fight against corruption.

On the basis of collected information we have analysed surveyed areas regarding relevance and
reliability.

4.3.3 Time schedule and reporting

Professional Management AB carried out this management audit in the period August -
November 2003. The team made a visit to the Federation and ICRC 3-7 November 2003.

The management review has been carried out with the close collaboration and cooperation of
Sidaand SRC. Oral reports have been made to the working group® during the review.

When the first phase had been finalised the scope of the study was discussed with the working
group to decide what was redlistic given the timeframe. Also the main focus of the audit was
decided. It was decided that at the present stage no field study should be done. However, if the
visit to the Federation and ICRC indicates that there are reasons for an additional phase
including field studies, this should be discussed with the working group when the draft report is
discussed.

To give apossibility to comment on errors and misunderstandings a preliminary draft has been
sent to Sida and SRC December 1, 2003. We have received written comments from SRC and
Sida. In addition the working group has provided us with comments. The comments have been
carefully reviewed and taken into consideration.

We shall make two presentations of the results of the audit within two months of the
completion of the report (one for SRC in Stockholm and a seminar with participants from Sida
and SRC).

The report includes recommendations regarding SRC'’ s ability to manage funds effectively and
provide timely and relevant information/reports to Sida and other stakeholders, and
recommendations on appropriate strategies for strengthening systems in order to attain the
missions of the SRC. It also includes recommendations addressed to Sida and the Red Cross
movement that would support the same objective. Since most of the work is executed through

5 SRC: Anneli.Bergdahl, Bjorn Eder, Gustavo Ramirez, Mats Widlund, Paris Karlsson. Sida: Johan Schaar, Frederik Frisell,
Bie Granbom, Marie Barck
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the Federation and ICRC their management systems are equally important for the management
audit. Therefore we havein brief described our findings in three different chapters; chapter 5 on
SRC, chapter 6 on the Federation and chapter 7 on ICRC. We have also defined areas for
further analysis in Chapter 8. In addition issues on processes involving more than one of these
parties are also discussed in Chapter 8. Finally we have in this chapter drawn some conclusions
and submitted recommendations.

5 Findings at the Swedish Red Cross (SRC)

5.1 Organisation
5.1.1 Organisational development

The organigramme of SRC is attached as Appendix IV. SRC isin a comprehensive
organisational development process that started four years ago®. It has been difficult tasks to
significantly decrease the number of employeesin a culture of growth. It was decided that SRC
should focus on local voluntary work by the 300,000 members’. The new organisation is more
decentralised. The former special associations on the district level were deleted 2000-01-01.
The re-organisation has been assessed in a specia project®. The history of the old organisation
1915-2000 is described in abook®. The SRC has a clear identity based on strong values and
committed staff.

In the new organisation, SRC has tried to integrate the national and the international activities
in all processes. The heads of the regions are now at the same organisational level as the heads
of the departments at the headquarters. The former International Department worked quite
isolated from the rest of SRC. Itisreplaced by a Disaster Response and Preparedness
Department (KoB%) with a broader responsibility. The staff of KoB consists of 20 persons™.
One position is vacant. KoB handles approximately 90 % of the budget for SRCs international
activities.

SRC has a pool of 200 delegates. Out of them, 50 have positions at present (70 % for the
Federation and 30 % for ICRC). A recruitment policy isimplemented but a strategy ismissing
for how to plan for the delegates on along-term basis how to coordinate national and
international missions. In the interviews it was also criticised that staff were employed in
Sweden without taking into consideration if they were knowledgeable enough to work
internationally.

8 SRK s verksamhetsberattel ser for & 2001 och 2002

! There have been some efforts to calculate the value of the work carried out by SRC’'s members. It has been estimated at
1.600.000.000 SEK annually. This estimation is based on the following figures. According to areport to the SRC Genera
Assembly 2002, SRC has 50 000 active members (out of 300 000). They are working on an average 160 hours aweek. The
total value is based on 200 SEK an hour.

8 En organisation i forandring. Slutrapport fran avvecklingsprojektet november 2000.

° Ann Marie Norén Dahiman: Vad hande mellan 1915-2000? Rédakorsdistriktens utveckling under 85 &r.

10 The Swedish abbreviation for the name of the department (KoB) will be used in the report.

™ Budget 2003 och narrativa kommentarer till budgeten
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Beginning in 2002 there has been afocus on further development of local international
activitiesin Sweden (LISA). Thisis mainly an instrument to engage and support SRC branches
in international co-operation and understanding (i.e. twinning projectsin the Baltic’s and
Russia)2. The LISA concept isimportant, as it brings something back to volunteers and staff
interested in international issues within the SRC. Efforts have aso been made to integrate the
SRC youth and various SRC ingtitutions in this methodol ogy.

Also, the Federation as a whole and its Secretariat are in the middle of very significant changes.
Thisfact has to be taken into account when reviewing the organisation and its management
systems. When we assess the reporting to Sida these reports from SRC are based on project
initiatives taken many years ago when the situation was different. When we are assessing the
previous management systems we know there are discussions within the Movement on further
development of these systems. When we have discussed different possible changes with
individuals in the organisation or with the working group we know that some of them, which
we in the report recommend may already have been discussed inwider circles or already,
approved or already rejected. Needlessto say, it is adynamic context in which the management
review is supposed to fit in.

In addition, recently the traditional hierarchical structure of decision-making and financia
agreemerts has been put in question. The Federation s support from Sida for projects and
programmes has traditionally been channelled through the SRCs headquarter and the
Federation Secretariat in Geneva. However, the decentralisation within Sida and within the
Federation Secretariat has opened up for horizontal contacts and agreements on regiona and
local level. The first example of this new concept was the project on HIV/AIDS and HBC in
Southern Africa. Another discussion has emerged in New Delhi.

A new challenge that arose in 2002 was the invitation from Sida to Swedish NGOs to
participate in the Lake Victoria Initiative. The implementation of the initiative started in the
beginning of 2003, but already in 2002 it was presented to the three NS in the Lake Victoria
basin, as well as to the Federation and the ICRC. All these partners were interested to
participate in this sub-regional cooperation. Also other NS have approached the SRC and
suggested an extended cooperation. The Austrian and the Finnish RC are following the
initiative with interest.

These are afew examples showing the impact of decentralisation on the traditional decision-
making structures in the Federation and Sida. Also the need for harmonisation between donors
and thus more decentralised coordination on the country level will have an impact on the
development of the multilateral, bilateral and coordinated bilateral approachesin the RC
Movement' s humanitarian and development cooperation.

A strategic consultation on a new long-term strategy for SRC has commenced June- September
2003. The result was three alternative strategies that have been discussed during the autumn.
Thisissue will be addressed in sub-section 5.2.2.

12 K 0B 6vergripande verksamhetsplan fér internationell verksamhet 2004-2005
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Recommendation:

SRC should further develop the recruitment strategy

5.1.2 SRC’'s mandate in development cooperation/humanitarian assistance

The SRC Statutes and related documents

SRC mandate is clearly defined in the Statutes §2*°. In 1999 SRC’s General Assembly decided
on avision for SRC*, Three years |ater the General Assembly decided on new objectives for
SRC 2003-2005". In this document some changes were made in line with the Federation's
Strategy 2010. The holistic approach with afocus on capacity development at all levelsis
further elaborated in the strategy for international cooperation®.

There has been some ambiguity within the SRC on the status of these steering documents.
According to the strategic consultation recently the latter document is the starting point for the
efforts to further develop SRCs strategy™’.

According to the latter document, work at the local level in the Swedish communities should be
focused and be the base for al activities. The Governing Board and the HQ should support the
local level in their mainresponsibilities.

The steering documents are to a large extent focused on questions regarding how SRC should
be working. However it is not clear what should be prioritised and focused.

There are several reasons for the ongoing strategic consultation within SRC. One reason is the
increasing competition among humanitarian organisations. SRC is from the outset a popular
movement, which over time has become a professional humanitarian aid organisation.
However, some of the competitors are professional organisations with a more business-like
organisation and strategy. Thus, an important and interesting question is whether the Swedish
national activities are aburden for SRC or a prerequisite for the international part of the
organisation. Where is SRC needed most in the future - for elderly and vulnerable peoplein
Sweden or ininternational humanitarian aid or maybe both?

SRC’srolein the RC/RC Movement

The SRC aid for conflict regions has increasingly focused on operational support outside the
direct conflict areas through the Federation. SRC and the Federation have agreed to establish a
framework agreement™ that will define the modalities for their cooperation in international

13 Stadgar for féreningen svenska Roda korset géllande fran 2000-01-01

4 Svenska Roda K orsets vision, verksamhet, arbetssétt och organisation & 2005. Riksstammobesiut 1999

15 Svenska Roda K orsets verksamhetsinriktning for &en 2003-2005. Protokoll fort vid Svenska Roda korsets Riksstdmma 2002
§26.

18 SRK Strategi for Internationellt Samarbete (2001)

7 strategisk konsultation juni-september 2003 (2003-06-23)

18 Framework Agreement signed 2003-07-22
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activities, and more specifically that will define the modalities for the resources that the
Swedish Government contributes to the international operations of the Federation through SRC.

The adoption of the Strategy for the Movement also reinforced the SRC emphasis of working
with a Movement perspective at all levels. One difficulty is the continued decreased
involvement of the SRC in ICRC operations™. This is a consequence of the change in the
handling of the Swedish governmental contribution to |CRC that took placein 1995, including
aspects of competence, knowledge, funding, secondment of delegates and in-kind
contributions®. According to SRC, it has thus gradually lost its visibility in Sweden and,
consequently its national and international image of being a major actor within the Movement
in conflicts®. There are some ambiguities on the question whether SRC is representing |ICRC
in Sweden. NSis one party to the International Conference, whereas |CRC, the Federation and
the Governments who are party to the Geneva Conventions are the other three parties.

It is still widely believed among members and the general public that SRC isworking mainly
with acute disaster relief. In fact more than 50 % of the budget goes to OD/capacity building of
ONS. The information on the impact of SRC effortsin this area has not been good enough. It is
easier for the general public to understand concrete activities on disaster relief or health care
services. Indicators in themselves do not replace the need to assess the level of trust and
confidence warranted by an organisation as a whole.

Most of the budget (95 %) is spent on multilateral support and only 5 % on bilateral. SRC is
thus working more on a multilateral basis than other PNS. A prerequisite for that has been the
good relation to Sidaand Sida’ s policy. The bilateral work has increased lately and will
probably continue to grow due to the Federation s new strategy. The issue on the mix of
multilateral, bilateral and coordinated bilateral support will be discussed in section 8.5.3.

Cooper ation agreement SRC — Sida
Some 20 % of the budget for international activities comes from the members and 80 % from
Sida, the European Commission, Radiohjalpen, private companies and institutional donors.

The five-year general cooperation agreement between Sida and SRC signed in 1997 is today
obsolete. At present there is no signed general cooperation agreement between Sida and SRC.
However, the agreement drafted last year is awaiting its finalisation. The agreement covers
"Humanitarian Aid and Development” (Hum), ” The Frame for Minor Emergencies’ and
"Humanitarian Efforts’ (ICRC’s emergency appeal). Sida’'s " General Terms for Contributions
to Swedish Organizations” and “Instructions for Sida’s Contributions to Single Organizations
for Humanitarian Aid and Conflict Prevention” are integral parts of the agreements.

19 Minnesanteckningar frén méte den 30 oktober 2002 ang&ende ICRC samarbete
2 Avsiktsforklaring 1994- 12- 23, undertecknad av SRC och Sida
2L SRC Verksamhetsplan for & 2004 Omréde: K atastrof och beredskap
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Therelation between SRC and ICRC

Up to 1994 SRC was responsible for the entire Swedish support to ICRC. According to Sida’' s
assessment?, the added value of SRC'sinvolvement in the application process didn’t meet the
additional costs, the duplication of work and the delay in the process (ICRC’ s appeal of
Decerrber was ennobled® by SRC and submitted to Sidain March). After 1994 Sida and ICRC
signed the agreement. The total Swedish support for 2003 is SEK 230,000,000, out of which
SEK 15,000,000 goes to SRC for delegates and delegated projects. The grant for delegated
projects has been the same since 1995. The division of responsibilitiesin thisregard is thus
donor-driven and not based onwhat is most effective in each project. Sidaand ICRC are
satisfied with the present situation. Sidaisin aposition to directly influence ICRC and ICRC
finds it important to have a direct contact with Sida. In addition there is no administration fee
paid to SRC. At the same time it is obvious that this arrangement can have a great impact on
SRC’ s situation and the relation to ICRC in terms of accountability and transparency. The
contacts between SRC and ICRC are less frequent in the field. The number of Swedish
delegates has decreased. According to SRC the organization had more influence over ICRC’s
activities before 1994. For the general public in Sweden, SRC represented the whole
Movement. Since many of ICRC s activities are more visible it is believed that this may have
an impact on the members and the general public’ s willingness to contribute to SRC’ s work.
On the other hand we believe it isfair to say that the organization of the Movement is far too
complicated for the general public to understand. If al the funding for the RC/RC Movement
were channelled through SRC the regional programme coordinators were in a better position to
coordinate and evaluate the projects in each ONS.

Most immigrants to Sweden have been asylum seekers from conflict areas. We have one of the
largest numbers of refugees and conflict-affected people in the world. Their rehabilitation and
integration are key issues for SRC. Public awareness of the importance of solidarity with
victims of conflictsis high. SRC’ sidentity has been closely linked to its ability to mobilise and
provide support to victims of conflict.

To respond to its mandate, SRC together with the other Nordic RC Societies has initiated a
dialogue with the ICRC to improve cooperation and coordination (in the other Nordic countries
the support to ICRC is channelled through the NS). We believe it isimportant that Sida
supports SRC' s efforts of opening up ICRC as an organisation in areas where it isless
transparent than the Federation. For example evauations are not published and ICRC has no
open position lists for delegates.

SRC has good relations with the ICRC concerning issues related to IHL, family reunification
and tracing. Moreover, on development of policy and methodology concerning displaced
persons, weapons, detention, and dissemination of IHL to the armed forces, SRC continues to
contribute.

2 Uppfoljning av avsiktsforklaring 2002-10-16
There is some ambiguity on the degree of ennobling. On one hand it is said to be only a trandation, on the other hand it is
said to be based on the appeal but ennobled by additional analyses and assessments.
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At the beginning of 2003, six NSincluding Sweden were selected to address the trends of
decreasing contributions and involvement of NS in ICRC operations. The “Privileged
Partnership Initiative” will remain, for the time being, limited to the six partners selected. This
initiative is aimed at achieving a more dynamic involvement for these selected PNS in conflict-
related activities to achieve positive results for each partner. The objectiveisto find
opportunities to increase PNS involvement in and contributions to | CRC operations in three
main areas:

Teaming up an ICRC Division and NS to advance needed work on specific fields

(programme or service areas).

Teaming up an ICRC Delegation and NS for complementaritiesi.e. in context of
transition.

Partnering to support NS domestic positioning on conflict-related work.

The aim isto capitalize on PNS resources, expertise and accessible competence for specific
work needed in ICRC programmes. The aim is also to permit agradual disengagement of the
ICRC from activities that are till necessary and often vital to victims of conflict in transition
periods but which can be carried out by other components of the Movement using
complementarities to best effect. This meansthat it is of significant importance that the
OD/capacity building of SRC makes it possible for SRC to address the commitment.

We are not requested to come up with a specific recommendation when it comes to the further
development of the relations in this respect. However, in our opinion there are good reasons for
close contacts and good relations between (1) SRC and ICRC and (2) Sidaand ICRC and (3)
SRC and Sida. Therefore an agreement (contract) between all the three parties seems to be the
best solution. In this cooperation agreement the division of responsibilities should be clearly
defined and specified. Costs of administration should be closaly linked to added value.

5.1.3 SRC’ s activities within development cooperation/humanitarian assistance and its
relation to the board

SRC’s activities within development cooper ation/humanitarian assistance

The following figures show the SRC’s activities in 2002:
64 different projects and programmes in 11 regions and 35 countries were supported
using the Sida-framework for Humanitarian Assistance and Devel opment Cooperation
and SRC’s own funds. With some few exceptions, all these projects or programmes
were included in the Federation Annual Appeal.

10 Global Programmes included in the Federation Annual Appeal were also supported
with Sida funds. Some of these are operational, supporting projects or programmesin
different countries, while others are strengthening the capacity of the Federation, e.g.
by developing policies, guidelines and tools.

Professional Management AB lllervagen 27, SE-187 35 Taby, Sweden,
telephone +46 8 792 38 28, fax +46 8 768 19 29,
e.mail svensson@professionalmanagement.se website www.professionalmanagement.se



Management Audit of the Swedish Red Cross 29

The total SRC support to the Federation operations in 2002 (Sida and SRC own funds)
amounted to approximately 17,700,000 CHF?, or about 8,5% of Federation
expenditures. In deciding on priorities, the SRC made a somewhat different analysis
than the Federation. The priorities are seen in the following table:

Exhibit 1. Regional expenditures of the Annual Appeal

Region Federation expendituresin % SRC support in %
Africa 28% 45%

Americas 7% 5%

Asiaand Pacific 33% 23%

Europe 25% 21%

Middle East and North|6% 6%

Africa

(NB. Percentage of theregional expenditures)

In the last few years, the SRC has prioritised the strengthening of global programmes and the
SRC is one of the major donors towards these programmes, which is seen below:

Federation expendituresin % SRC support in %

Global Programme Fund 8,5% 13,3%

(NB. Percentage of total expenditures and of SRC total support)

Emer gency appeals
Conflicts and mantmade or natural disastersin 2002 resulted in 36 RC/RC interventionson a
magnitude that called for international cooperation through Federation Emergency Appeals.
The SRC response amounted to SEK 22,5 million (about 5% of the total appeal budgets), out of
which 89% emanated from the Sida “Frame for Minor Disasters’. The reason for low
contribution with own fundsis that the SRC allocated its own disaster funds to ongoing
operations within the Federation annual appeal.

Extraordinary Appeals
A separate application due to the deteriorating Food Security situation in Ethiopia was made to
Sidain late 2002. Sida contributed SEK 7 million to this emergency operation

Support tothe ICRC
Sida contributed to the SRC cooperation with the ICRC with SEK 15 million (73%), while the
SRC added another 5.5 million out of own funds (27%). Out of atotal support of SEK 20.5
million, 12.6 million were used in 5 different project delegations. Another 5.6 million were
used for personnel in 10 different operations (including the project delegations).

% CHF (Swissfranc) 1 = SEK (Swedish Kronor) 5.75=US$ 0.73 =EUR 0.64
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The Governing Board and SRC’s activitieswithin development cooper ation and
humanitarian assistance

The professionals at KoB have up till now mainly handled the activitiesin thisfield on their
own, with acceptance from the Government Board but with arather |oose steering. There have
in the past been very few decisions made by the Governing Board directly focused on the
activities outside Sweden™. Thisis going to be changed in the new organisation when the new
planning processis fully implemented. This process starts with a*“declaration of intention” in
May. Then priorities are discussed at the Board’ s meeting in August and finally the Governing
Board makes the decision on the budget in December.

SRC regards the international activities as a core issue. Thus the Governing Board as awholeis
involved in the discussions and decisions and no responsibilities are delegated to any
committee.

At the SRC annua meeting with Sidain October 2003 the Board itself was not represented.
The same goes for 2002. Taking into consideration the fact that Sida is supporting SRC's
international activitiesto avery large extent it is surprising that the Board doesn’t pay more
attention to Sida as a donor.

It has been decided to expand the contact between SRC and Sida. Thus there will be quarterly
meetings instead. However, it is not clear what status these meetings have. Should there be
protocols? Can formal decisions be taken at the meeting or is it necessary to confirm
agreements by traditional contracts?

Recommendations:
SRC’s Governing Board should be more involved in SRC s work on Humanitarian
Assistance and Devel opment Cooperation

Representatives of SRC's Governi ng Board should take part in the annual meeting
with Sida

5.2 Management Systems and Routines
5.2.1 Planning of work including information gathering and analysis

SRC has a very comprehensive KoB Handbook®. All the documents are available on the
Intranet and there is also a complete handbook available on paper at the department. The team
has carefully studied the handbook. We have no recommendations on changes when it comesto
the documentation in the handbook on the overall planning of work. The handbook (file 3)
consists of:

Documentation (basic act and annual act)

Statistics sheet

% Minutes from all meetings 2002 and 2003
% The Handbook is in the Swedish language. Translations in this chapter are made by the team
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KoB“s annual planning cycle

KoB’s project cycle

Planning for programme coordinators
SRC' s and the donors' routines
Quiality assurance

In aspecia file SRC has documented manuals for:
. Archive
Signing for the company and authorization
Travels
Email
Administrative routines

Master files are collected in four separate files for respectivey:
The Federation
Sida Information
KU Lisa-handbook (Handbook for local international cooperation)
Financial information

In the past budget and planning have been two separate processes within SRC. The result has
been two separate documents on the Intranet without a clear relation between input (resources)
and expected output, outcome and impact. A new planning model has been introduced 2003 to
be used in the planning process for 2004-2005.

Exhibit 2 Planning Process SRC*’
Exhibit 2 shows the time frame

Tidplan for verksamhetsplanering (VHP) 2004 - 05 for the SRC p|ann| ng proce$
during 2003 for the two-year
period 2004-2005. The process
startsin May with adeclaration
from the Governing Board on
main objectives and priorities.
After aparticipatory processin
the whol e organization the plan
is submitted to Governing
Board for decision at the end of
October. After some
coordinating efforts a plan and

budget is distributed in the
eg/ | Verksamhetsplanering - >—s Plansamordning organization during the second

. half of December.

1 V4

1/7 12-15/8 15/8 15/1025/10 30/11 8-9/12

27 Exhibit from SRC
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The process makes it possible for the members to participate in the discussions. However, the
Governing Board has a rather limited part in the process. After the declaration® at the
beginning of the processit is not until the end of the year that the board has an opportunity to
influence the process. At that stage it is very difficult to make changes to the detailed plans.
Thus we recommend that the Governing Board discuss the suggested goals and SRC overall
priorities at an earlier stage in the process™.

Internal Audit has assessed the purposes, objectives and goals formulated in the Work Plan®.
Thisfirst year KoB has not fully taken part in the new planning process. However, KoB has
produced a Work Plan for 2004 with regional Work Plans for each region.

SRC’ s planning of work on an annual basisisto alarge extent based on the appeals from the
Federation and ICRC. In a membership-based organization like the Federation it isrelevant to
coordinate information gathering and analyses to avoid duplication of work. The added value of
additional information gathering by SRC staff islimited compared to the costs. The present
division of work between SRC and other parts of the Movement seems to be rational. However,
aswill be discussed later in this report, there is aneed for increased M & E activitiesand
reporting on impact. In many cases impact on projects and programmes emerges after these
projects are ended. Additional information on impact may be gathered through professional
evaluations. However, relevant information may also be gathered through NS self-assessments
and the annual reports produced by the NS.

Recommendations;

Increased involvement of the Governing Board in the SRC planning process especially
on Humanitarian Assistance and Development Cooperation

Increased use of NS self-assessments and the NS annual reports for gathering
information for the long-term impact analyses

Further coordination between the planning processes of SRC, the Federationand Sida

5.2 2 Palicies and strategies

There are alot of different policies and strategies in different sectors or areas. However, SRC
has no coherent strategy for its activities and development. Thereisno clear distinction
between these instruments in terms of hierarchical levels or priorities. There are some
ambiguities on how important different policies, strategies and decisions are. The Management
Board has addressed this need for clarifications by initiating a project to establish such a
coherent strategy®. The suggested strategy will be submitted to the Governing Board in

% gtyrelsens avsiktsforklaring 2003-05-16
% | "e. on the document called " Ledningsgruppens évergripande verksamhetsplan for Svenska Roda Korset 2004-01-01 till
2005-12-31", faststalld 19 juni 2003
% Analys av syften 2004
3 Analys av syften 2004

2 Direktiv for projektet ” Strategi for Svenska Rdda Kor sets verksamhet och utveckling”, faststéllt av Ledningsgruppen 2003-
04-08.
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December 2003. The purpose of the strategy is to give the Governing Board and the
management board a tool to make SRC more results oriented and efficient. A more focused
organisation is more efficient, delivers more value for money and achieves a sharper profile.
The goa isto distil from the existing policies and strategiesin a participatory way what isthe
most essential and to submit a proposal on methods for an annual follow up on the strategy.

There are three key documents for SRCs international activities on the strategic level:
. The International Strategy for the SRC of 2001,

The International Federation of Red Cross and Red Crescent Societies Strategy 2010
(Strategy 2010) of 1999;

The Strategy for the Red Cross and Red Crescent Movement (Movement Strategy) of
2001.

They form the basis for the holistic way of working adopted by the SRC. Behind these key
documents there are many Federal policies (see sub-section 6.1.2) and also the Code of
Conduct for the International Red Cross and Red Crescent Movement and NGOs in Disaster
Relief. The SRC main approach is capacity building, which forms part of al programmes
supported. Thisis a strategic choice, which has the positive aspects of integration and synergy
and aims at long-term effects.

The SRC strategy is to allocate resources to alarge number of projects and programmes instead
of concentrating the available resources in fewer areas. According to SRC this a deliberately
chosen strategy in order to act in acomplementary role in relation to the other members of the
Federation. Thus, the support of SRC is many times the necessary complement to other
resources that makes it possible to commence a certain programme. On the other hand, the
impact of a complementary roleis hard to demonstrate. As a conseguence of the choice of
strategy the report to Sida should include an assessment made by the Federation on the specific
results of SRCs decisions when the strategy is practiced (in terms of what would have
happened if not...... ).

However, the team has not found in the documentation a decision on that strategy based on any
discussion on the pros and cons with different strategies. We recommend that SRC evaluate the
present strategy in the light of the new strategies in the Movement and the need for increased
impact reporting to retain the trust of Sida and the general public. For the members of the
Federation, the contribution of knowledge and experience is considered equally important as
the financia support. Needless to say, the prerequisites for an active role in the individual
projects and programmes are better if the areas of participation are more limited.

SRC relies heavily on Sida as the main donor. The relation between Sida and SRC is good and
thusit is understandable to continue to expand the funding from Sida. On the other hand, the
risk is extremely high for an organization that is so dependent on one donor. Therefore we

* GSriktlinjer for kvalitetsutveckling i Svenska Réda Korset, odaterad
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recommend that SRC review its strategy for resource mobilization in order to find also other
sources e.g. EU/ECHO.

Recommendations:

SRC should evaluate the present strategy to allocate resources to projects and
programmes

SRC should broaden its resource base by mobilizing resources from e.g. EU/ECHO

5.2.3 Formulation of goals

KoB has not participated fully in the internal planning process within SRC thisyear. In the
overall Work Plan, approved 2003-06-19, thereisagoal for the international area, but no
corresponding outcomes or activities. It isimportant that the requirements on L FA-based
components of the planning process will be met.

In the report to Sida, SRC has related the activities in relation to Sida’ s objectives for
development cooperation. The SRC support to the International Federation relatesto Sida's
objectives for development cooperation in a number of interrelated ways. According to
Strategy 2010, a gender perspectivein all programming is a prerequisite for sustainable
development. The Federation is developing a systematic approach to environmental
conseguences aiming at risk reduction inthe area of DP. Democracy and human rights are
central to organisational development as defined within the Movement and are an important
part of all OD programmes supported by the SRC. A well-functioning NS is a participatory and
democratic organisation with an extensive network in al regions of the country®. Since the
ambition of the Movement is to reach the most vulnerable in the communities, activities for DP
and improved health contribute to poverty reduction. Lack of DP in disaster prone areas makes
economic development difficult. Improved health and possibilities to protect oneself against
disasters are therefore preconditions for poverty eradication.

5.2.4 Measurement of results

It is necessary to balance the time and resources spent on measuring results against those spent
on the actual work. Ending up with an overload of reports does not contribute to learning.
Indicators should not be used mainly as a donor tool of control, but as a means to improve
learning and motivation. The NS have to be clear how to use thisinformation. Collective
evaluations of the wider capacity building of aNS would be useful. We suggest an increased
use of peer review processes.

In chapter 8 and in Appendix 10 we discuss some basic principles of impact assessment and
recent developmentsin this area and some comments on the work to date and challenges facing
the Federation in thisarea. The Federation already has some excellent tools to work with, such
as the Handbook on Monitoring & Evaluation and the Capacity Building Framework. The

% |FRC: Characteristics of awell-functioni ng NS
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Federation has aso produced a “ Draft Indicators or Guiding Framework”. We encourage the
Federation to be more “imaginative’ and holistic in its approach to ng results and
impact. It isimportant that any process is participatory and that the framework is used to
stimulate discussion in the early planning stages about specific indicators or other options to
capture/measure results, particularly in relation to improved capacity to assist vulnerable
people. It isvital that the indicators are seen as useful and owned by the NS, not imposed by
the Secretariat.

Results may be defined as output, outcome and/or impact. In some cases it has been possible to
measure impact in relation to the goals. One example is the Nigerian Red Cross, where a much
improved organizational structure has been set up in a highly complex country with Africa’'s
biggest population. The effect of this can be seen in the NS's disaster response to awide variety
of local emergencies ranging from political/ethnic clashes to natural and man-made disasters.

But in most cases, when it comes to capacity building, it is not possible to measure impact
against the long-term goals for a project or a programme. At the end of the project it may in
these cases be possible to measure output or outcome, but not real impact. OD/capacity
building is not an end in itself but a means to better address vulnerability.

There has for some time been a discussion between Sida and SRC on how to improve impact
reporting. Our assessment on the reporting from SRC to Sida confirms the criticismthat Sida
has formulated when it comesto lack of impact reporting especially at aggregated levels. This
isavery important question and we have some concrete recommendations on thisissue. It is
further discussed in the final chapter.

Recommendations:
A focus on measuring results is necessary to retain trust

Increased use of peer review processes

5.2.5 Decision-making

It is already mentioned that the Governing Board makes few decisions on SRC' sinternational
activities. The decision process on the application to Sidais described and discussed in sub-
section 5.3.1.

Decision-making is to a high degree a participatory process within SRC"s Secretariat. In most
cases decisions are based on consensus. Decisions are not documented in a systematic way. It is
not always clear who made the decision. The decision processis not always transparent. SRC
has decided to use LOTS as the planning tool. It is a quite comprehensive tool developed for
the private sector. All planning tools have much in common and include more or less the same
steps. The difference between planning tools lies mainly in the use of different terminologies.

The present planning cycle is the first one using the new planning tool. However, KoB has not
been a part of the first entire planning cycle. Our understanding is that one aim with the new
organization of SRC was the need for a deeper integration between the national and the
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international work within SRC. Thus, it is of significant importance to have a planning process
that facilitates the integration of all projects and programmes.

One aim with the introduction of a common planning tool in an organization isthe
harmonization of terminology in all the phases of the planning and decision process, including
monitoring and evaluation. The Federation has developed a handbook on Monitoring and
Evaluation. Its harmonised terminology facilitates use alongside the Project Planning Process
(PPP). The Logica Framework Approach (LFA) used by Sida and most other donors has much
in common with the terminology and approach used by the Federation and ICRC. Thusthe
team finds it confusing that SRC has selected another planning tool for its ownplanning
process. The differences in terminology may lead to difficulties not only in the coordination
between the Federation planning process and the planning process within SRC but also in
twinning arrangements and other OD/capacity building efforts. The new planning tool will be
evaluated after two years (2006).

Recommendations:

The planning process should be further developed to facilitate the integration of
projects and programmes nationally and internationally.

The Governing Board should be more involved in decision-making in the international
field

Decision- making within the SRC Secretariat should be more transparent

5.2.6 Delegation

The routines for delegating authorization rights seem adequate and are functioning according to
the description of SRC’sinternal procedures. The programme coordinators at KoB have a
defined responsibility for aregion. Most of them have also a specified responsibility for one
theme (or more). As an example one of the programme coordinators has a functional
responsibility for two areas — the Web and reporting support. Both these functions aimat
securing the quality of the reporting and other information from KoB internally within SRC as
well as externally to Sida and other stakeholders.

The functional responsibility for the web includes supporting colleagues at KoB in their efforts
to provide internal and external target groups with relevant and interesting information.

The responsibility for the reporting function includes support to other programme coordinators
to safeguard a high standard of information to Sida.

The Annual Plan for 2004 clearly describes how these activities are linked to the overall
objectives. In order to contribute to the goals, the programme officer shall, in cooperation with
the programme officer for Monitoring & Evauation (M & E) among others, further develop the
SRC capacity to achieve aresult-oriented reporting. This should be done in close cooperation
with the Federation Secretariat, Sida, other donors etc. Other activities are the development of
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checklists and other support to reporting, reviewing reports, and individual discussionswith
each programme officer in order to follow up the work.

The division of responsibilities within KoB is adequate. The organisation is quite new and
improvements in routines and processes are achieved continuougly. In some instances staff is
missing the former closer |eadership and meeting points. In our opinion the following should be
further discussed within KoB:
Better coordination and increased discussions between the programme coordinators
and the advisors was suggested in the interviews.

There is some ambiguity on the division of responsibilities between the Head and the
Acting® Head of KoB.

In our interviews it was pointed out that many staff members still do not have any
Work Description.

KoB has a system for second hand responsibilities among the programme
coordinators. However, there are not much time to allocate to this additional
responsibility and no clear understanding what the commitment is.

Recommendations:

Every staff member should have awork description
SRC should further clarify the division of responsibilities within KoB.

5.2.7 Initiation of new projects

The identification of new projects is a complex process, not following a systematic and
standardized routine. However, there are specified requirements to be a part of an appeal. The
NS in most cases identifies new projects. The Global Programmes are based on a process
involving all levels of the Federation. The regional delegations and the regional offices have
important rolesin initiating projects at the regional level when several NS are involved.

The SRC initiative to facilitate a sub-regional contribution towards the Lake Victoria
sustainable devel opment framework was welcomed by the DP and Policy Department as an
initiative in the forefront of new programme approaches. This is one example of SRC taking an
activerolein the initiation of new projects. However, SRC initiatives are more likely to be
introduced through the Federation, while some other PNS are initiating new projects mainly on
abilateral level.

% According to the comments from SRC on the draft report there is no Deputy Head of KoB but an Acting Head with
delegated responsibility for coordination of activities (“ stéllforetradande som har delegerats verksamhetssamordning”)
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5.2 8 Phasing out of projects

Quality programmes that have clear plans, objectives and an exit strategy defined at the outset
will help show impact. However, there is no strategy on phasing out of projects. In some cases
it is decided from the outset that the project has alimited timeframe that is not prolonged. In
other cases projects have to be phased out because of lack of funding for any extension.

However, the exit criteria should be linked to performance, not to time or money. The Tripartite
Advisory Group (TAG) has emphasised the importance of including an exit strategy or
sustainability plan from the outset. It isimportant to be realistic about the timeframe for
organisational change.

The Capacity Building Fund (CBF) is an un-earmarked, multi-lateral fund, which assistssNSto
build capacity and strive towards the Characteristics of aWell Functioning National Society. It
receives its main support through the TAG. Any phasing out of the CBF should be based on
performance against indicators laid down in the initial plan, rather than on any fixed funding
period.

It is believed that these examples will be used in alarger scalein the future. More attention
should be given to encouraging local resource mobilisation and longer-term funding could be
allocated in decreasing trenches over the programme to encourage the development of these
local resources.

Recommendations:

A strategy on phasing out of projects should be developed

Exit criteria should be linked to performance

5.2.9 Follow up of activities

There are two key documents in the planning of the follow-up of activities. Oneisthe
handbook for Monitoring and Evaluation. The other is CAPI — Capacity Assessment &
Performance Indicators. There are also guidelines for quality development formulated in a
paper from the SG. This paper also includes methods for evaluation and monitoring.*

In al project plans there is some information on follow-up of activities. However, in most cases
there are only some general statements and no concrete plans. Indicators are often focused on
activities but not the effects of these activities.

There are some exceptions. One example: In Central Asia, efforts have been made to study
more closely the effects of the DP training, through focusing on follow-up of the training. A
number of simulations have also been conducted together with the local state emergency
authorities, which will ensure a better impact of the DP training once a disaster occurs. There

% GSriktlinjer for kvalitetsutveckling i Svenska Roda K orset, odaterad
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have also been successful attemptsin Central Asiain 2002 to link early warning, risk mapping
and mitigation to “bridge the gap” between the vulnerability in the communities and the
existing capacity to respond.

The follow up on activitiesis supposed to be done by the implementing agency. It isnot a
responsibility of the programme coordinators at KoB. However, the information gathered by
the programme coordinators at field visits is an important part of the overall assessment of
activities. Thus, SRC share al reports from field visits with the partners. In our opinion these
pieces of information should be integrated with other assessments done by different
stakeholders and thus be a part of the data used by the project leader in his or her follow-up on
activities. It isimportant to establish procedures within the Movement that make it possible to
gather information in a systematic way.

We will summarise our comments and recommendations on follow-up, evauations and
analyses in Chapter 8.

5.2.10 Evaluation (of activities)

Strategy 2010 stresses the need for the Federation to establish an evaluation system that
includes self-evaluation and peer review to measure progressin all core areas and incorporate
learning into future programme development. As a consequence, a Monitoring and Evaluation
Division was established in the Secretariat with the overall goal of helping the Federation to
improve its collective performance and accountability. Apart from the big task of managng the
NS Self-Assessments, the division has made significant progress in the area of evaluations. In
2002, two important tools were launched: the Operational Framework for Evaluation and the
Handbook for Monitoring and Evaluation. These documents are complemented by a series of
training and information sessions. The result of these achievements is that evaluations are now
being dealt with in a more systematic way and are contributing to organizational learning. For
instance all mgjor evaluations are available on the Federation website.

The standard document on evaluation “ Operational framework for evaluation” * contains a
summary of internal functions, relationships and responsibilities relevant to evaluation activity.
The evaluation mandate was approved by the steering committee in October 2002. The
framework and accompanying guidelines advocate a systematic, standardised approach to the
execution of the mandate in a participatory and collaborative setting.

Effective operation of the agreed procedures and system will be reflected in the following
practical applications:
- Preparation of an annual work plan in consultation with participating departments

Standardisation of evaluation ToR and methodol ogies

A dedicated evaluation budget line will be included for all interventions above CHF
222,000. This budget will be used for funding a completion evaluation. Independent

%" IFRS Monitoring and Evaluation Division: Operational Framework for Evaluation (January 2002)
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external evaluation of all interventions above CHF 1,000,000, managed by the
evaluation department, will be mandatory

The evaluation department will provide support for the integration and development of
an evaluation framework at all stages of the project cycle

To facilitate implementation of evaluation findings all evaluation reports will have an
accompanying agreed management action plan and time frame

The evaluation department will promote and engender a culture of evaluation
throughout the organisation for the benefit of all stakeholders.

A first edition of a handbook for M & E has also been published®. The objective of the
guidelinesis to provide the Federation, staff of NS and implementing partners with the
necessary information to be able to design, manage and support a results-oriented monitoring
and evaluation system for emergency and development operations. It is avery comprehensive
document and contains nine modules. The module content is described in an overview. The
team finds it even too comprehensive with alot of overlapping information in the nine
modules. We would suggest one or two actual case studies in each of the Federation’s core
areas, illustrated in a step-by-step fashion. How a programme is (a) monitored and (b)
evaluated could be described in avery simple way using cartoong/illustrations with reference to
other sources/websites for more details.

The following documents are evaluations of some of the Federation's field operations, National
Society self-assessments and procedures in the Secretariat™. Independent consultants at the
request of the Federation’s Secretary General carry them ouit:

Review of hosting arrangements for inter-agency initiatives (December 2002)

Evaluation of the Goma volcano operation - DR Congo (September 2002)

Evaluation of the International Federation's response to the HIV/AIDS pandemic —a
seven country study (August 2002)

Evauation of CHARP - Chernobyl Humanitarian Assistance and Rehabilitation
programme (July 2002)

Evaluation of the strategic partnerships between DFID and the International
Federation 1999-2001 (January 2002)

Mid-term evaluation report of the Federation and Russian Red Cross Tuberculosis,
HIV/AIDS and Visiting Nurses Service programme (October 2001)

Evaluation of the India Gujarat earthquake response (September 2001)
National Society self-assessment 2002
National Society self-assessment 2001

% |FRC Monitoring and Evaluation Division. October 2002
% These evaluations are available at the Federation’ s website. In addition alot of other evaluations are available at the
Federation's Secretariat.
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The team has analysed the evaluations mentioned above. In the light of the number of the
Federation activities we find the number of evaluations too limited. The evaluations that have
commenced are of various kinds and quality with, in some instances, avery limited scope of
work. However, the new operational framework hasin our view addressed the shortcomingsin
the evaluations previously commenced. We strongly recommend that the framework is
implemented in the way described above. We also recommend an assessment of the framework
and the handbook onM & E after afew yearsin order to further develop these instruments.

When it comes to measuring results (outputs, outcomes and impact) the Federation reporting is
still weak but there is a growing awareness of the crucial importance of improvement in this
field in the Tripartite Advisory Group (TAG), inthe OD Think Tank and among technical
delegates etc.

The SRC is constantly trying to improve its own capacity to measure results and contribute to
the Federation Secretariat’s capacity. SRC has also made considerable efforts in response to
Sida' s criticism regarding the SRC annual report 2001.

The SRC process of reporting on the 2002 Sida support started with a seminar on the analysis
of results on several case studies. A major constraint has been the fact that the Federation
reporting does not generally include enough analysis of results. However, this constraint has
partly been overcome by the fact that the regional coordinators and technical advisors regularly
make field visits and are in agood position to add information to the Federation reporting. The
importance of their assessment should be neither under- nor overestimated, but we would like
to recommend a more systematic approach on documentation of results and the analysis of
additional findings.

In addition, SRC hasinitiated a pilot project in Monitoring and Evaluation with Sida funding
aiming at strengthening SRCs and the Secretariat’s capacity in 2003. The SRC has been using
the Federation Handbook for Monitoring and Evaluation as a basis for this project.

However, it is not only by focusing on monitoring and evaluation that better measuring of
results will be achieved. There is a need to contemplate the entire project management cycle.
The SRC has supported the Secretariat’ s development of a Project Planning Process (PPP),
based on the Logical Framework Approach. Thistool is now introduced® to all delegations and
NS. The introduction will take some time, but already in 2002, 380 people from 50 NSs had
been trained in using the PPP.

In adiscussion on evaluation of activitiesit isimportant to take the timeframe into
consideration. It could be monitored during the project timeframe that a Disaster Preparedness
Programme devel op the response and preparedness capacities of the NS. It is possible to
evaluate if the capacities are available but if the volunteers will be able to reduce or avoid
emergencies, make faster and better interventions and reduce the numbers of casualties can
often only be evaluated some time after the project has been finalized.

0 | nteractive PPP CD-ROM and PPP trai ning module (40h)
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The NS self-assessments and the annual reports of NS mi ght include information on impact of
the Federation projects and programmes al so after these are finalised. The important question
on impact reporting will be further discussed in Chapter 8.

Recommendations:

SRC should stress the importance of implementing the evaluation framework as
planned

We would suggest one or two actual case studiesin each of the Federation’s core areas,
illustrated in a step-by-step fashion

The number of evaluations should increase

SRC should support an assessment of the framework and the handbook on M & E after
afew yearsin order to further develop these instruments.

Increased use of NS self-assessments and the NS annual reports for gathering
information for long-term impact analyses.

SRC should develop its capacity to identify best practice and good practice and make
use of this knowledge in future priorities.

5.2.11 Reporting of deviations

SRCsreportsto Sidaareto avery large extent based on the reports from the Federation.
According to our assessment, deviations at the project and programme level are put forward
openly in the reports to Sida. Also in the comments on the ICRC Appeal 2003, SRC has
submitted some remarks on deviations*. The reports from the Federation are included in SRC's
reporting and in addition SRC in many instances has commented on deviations. Also on a
higher strategically (or even “political”) level we have found SRC to be extremely open and
honest in the reporting to Sida. In our review of information gathered at the Federation or ICRC
we have not found any example of important information that have not been passed on from
SRC to Sida.

One example may illustrate the openness when it comes to internal organisational discussions
in areas where Sida has provided support. SRC participated in 2002 in a core group of NS
supporting the strategic and policy development of the Federation. All work by the DP and
Policy department was made possible through financial support from a small core group of
donors (DFID, Sida, the Norwegian Government, the Swedish and Norwegian RC Societies
and ECHO). “Given the important nature of this department’ s work, thisimbalance in support
from the stakeholders must be addressed. It is the lack of performance from the members of the
Federation that unfortunately puts the generally expressed commitment to improved
accountability into question. The strong motivation shown by a small group of staff and an

1 SRC: Betr Internationella rodakorskommitténs(| CRC) appell 2003 — Remissvar fr&n Svenska Roda Korset 2003-02-03
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equally small number of stakeholdersis not safeguarding the work. However, it isthe firm
intention of the SRC to strongly advocate for the continuation of the many initiatives taken by
the DP and Policy Department, and SRC is strongly arguing for more and more diversified

support for DP from other members of the Federation”*.

Another example may be provided of straightforward reporting of deviations instead of using
the context as an excuse; Argentine Red Cross is going through a comprehensive change
process, involving national and international NGOs and institutions. At the same time the social
and economic crisisin the country became acute. “ The NSwas not prepared to meet the needs
of the population in this“ new” type of emergency, and had to adapt its programmes and
activities to the current situation. At the same time, it had to seekitsroleinrelationto
government, authorities, the private sector and civil society in a highly unpredictable
situation.”*®

Our assessment isthat SRC’s reporting on deviations seems to be reliable.

5.2.12 Reporting and final reporting

Reporting is regulated in the agreements between Sida and SRC. According to the draft
General Cooperation Agreement between Sida and SRC the reports should be submitted to Sida
no later than 15 September and contain the following:

- Financia reports (“ekonomisk redovisning”)

Narrative reports (“ verksamhetsrapportering”)
Aggregated analyses of the programmes (“verksamhetsdvergripande analys’)
Revised plans and budgets for next coming year for ongoing projects.

For the first time SRC has reported all activities to Sida at the same time (Sept 2003)*. The
overview in the report highlights the context and cooperation within the RC/RC Movement and
some of the results of the support. Detailed reports on global, regional and country programmes
are presented separately. In addition there are 10 regional overviews, which outline the regional
contexts. There are no overviews of the global programmes. Sida has commented on the
report®™. The report and the comments on the report have been discussed at the joint annual
meeting between Sida and SRC at the end of October 2003.

The team has read and analysed the reports from SRC to Sida™. The reporting is
comprehensive and gives an overview of the activities. The reports are in most cases very well

“2 SRC Annual Report to Sida 2002

3 SRC Annual Report to Sida 2002

“ Swedish Red Cross (SRC) Annual Report 2002 on Humanitarian Assistance and Development Cooperation

> SEK A/HUMs kommentarer till Svenska Roda K orsets avrapportering fér 2002 (Promemoria 2003-10-27)

“® The report to Sida, incl the following files:

Filel

SRC’s annual report of funds for humanitarian assistance & development cooperation SEKA 485/02, SEKA 508/02 2002
File2
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done, including relevant information, and they are easy to read. There are a number of
examples of achieved results but the general impression is that the reporting is more activity-
related than results-based. There are few examples of advanced impact reporting. The reporting
ismainly at anindividual project or programme level. There are few examples of aggregated
information and analysis on a more general level.

The analysis of results in the annual report’ s overview and effects is divided according to the
four inter-linked core areas of the Federation’s Strategy 2010*":
. Promotion of fundamental principles and humanitarian values;

Disaster response;
Disaster preparedness,

Health and care in the community.

In addition there are a'so analyses of capacity building and organisational development
(Strategy 2010’ s Strategic Direction “Well-functioning NS”) as well as human resources,
which are other areas supported by the SRC. The SRC isinvolved in apilot project in the
Democratic Republic of Congo (DRC), which is a good example of an integrated approach.

The field-level activities that benefit from the projects and the impact thereof has been divided
in the report into two main categories: firstly, the training of and dissemination to staff,
volunteers, members, the public and different actors. It is often under this category that the
outputs are measured - e.g. how many people were trained, how many workshops were run etc.
Secondly, and more important, the actual use of the knowledge and understanding of the above
in planning, implementation and follow-up of different activitiesin the field. It is only here that
the actual effects can be measured. Although lessons learnt are often integrated in the
following phases of project cycles for adequate realignment, it is still recognised that the
analysis of results hasto be better captured. The Federation needs to define better indicatorsin
the project design, in order to facilitate the continued monitoring of baseline data and results
during the project timeframe. There are also guidelines from Sida stating that the funds should
be used inline with Sida’ s overall goals. poverty reduction, democracy, gender balance,
environmental awareness and conflict reduction. In our opinion, SRC comments satisfyingly
on these goalsinitsfina reporting to Sida. However, the Federation’ s reporting to SRC lacks
thisinformation.

The reports at the country level consist of the reports from the Federation and SRC’ s additional
comments on results. Sida approved every single report for 2002. The annual report mainy
consists of reporting on activities. In most cases interesting examples are given from different

SRC'’s annual report of funds for humanitarian assistance & development cooperation SEKA 485/02, SEKA 508/02, 2002
File3

SRK:s avrapportering . Ram for smérre humanitéra insatser SEKA 622/01; 2002

Swedish RC annual report of humanitarian assistance through the ICRC SEKA 441/01, 2002

4 These four areas are presented in Strategy 2010 as a jigsaw with four pieces, where each piece grips into the other pieces.
There is hardly any RC intervention that does not include health (and care) in some way.
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projects, but the results are not aggregated and impact reporting is missing. In many cases the
report of activitiesis followed by repeating the goals instead of reporting achievements (* In
Central Africa the focus within the Disaster Response has been on training regional response-
teams especially in water and sanitation issues and epidemiology. Participants fromthe
Central African countries participated in a regional response-training course, ERDAC
(L"Equipe Regional e de Réponse aux Désastres d”Afrique Centrale). The idea isthat the
region will have the ability to rapidly set up regional teams for assessment and responsein
relation to a disaster”). It would have been of greater interest to know if the regional teams
had been organized.

Regional reports

The regional reports consist of a description of the situation in the region, the Swedish support,
activities, examples of results and the relation between the programmes and the objectives of
the Federation. The Federation' s reports are attached to SRC's comments. These reports give
an adequate overview of the situation in the region. The imperfections are the same as
commented on above.

Aggregations could be on aregional and/or global level. When it comes to some activities a
regional perspective seems to be adequate e.g. some disasters. In other areas the differences
between the countriesin aregion are so significant that it may be more relevant to analyse
effects globally for countries with ssimilar context. Thisis the case when it comesto
OD/capacity building.

SRC reporting to Sidais based on the Federation’ s reports. It istherefore of significant
importance that SRC has an impact on the way the Federation devel ops the Monitoring and
Evaluation systems. There are several channels for SRC to have an influence on the Federation
in this respect. The most concrete examples are the cooperation between SRC and the
Federation on a special project on M & E and the TAG initiative on developing indicators for
measuring effects of capacity development projects.

In the comments on the SRC reporting for 2001, Sida has stressed the importance of a coherent
analysis of the global programmes. However SRC’ s report for 2002 contains no overview of
the nine global programmes. Some of the global reports are focused on activities and contain
no information on results. Our overall impression is that the reports on the global programmes
are less comprehensive than the other reporting. Thisis rather surprising, taking into account
the fact that a global programme should be based on an idea of how a general approach isthe
most effective to address these problems. The indicators are thus not specific for only one
country. On the contrary all indicators are global, which means that it is possible to monitor
and evaluate impact also on an aggregated global level.

SRC has chosen to split up the support on 64 different projects and programmes. That makes it
difficult, if not impossible, to aggregate results information in an impact analysis on amore
genera level. SRC should consider the implications on aless diversified project portfolio. If
SRC is supporting fewer projects and programmes it will not only make reporting and analysis
of resultseasier. It will also give SRC better opportunities to take part in the projects and
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programmes and thus contribute also with SRC knowledge and experience. In the present
situation too much time at SRC is spent on intermediary activities related to appeals and
reporting. More time should be spent on transferring knowledge and experience in order to
meet NS needs for assistance in OD/capacity building.

Projectsdelegated from ICRC

The reports of the delegated five projects are not summarised in the report from SRC. The
individual reports are outlined in different ways and consist of different kinds of information. It
istherefore difficult to compare the projects and aggregate the results.

Agreements based on Frame for Minor Disasters

Some of the 28 projects are not yet finalised and will thus be included in the next annual report.
The reporting consists of the Federation’ sindividual reports for every project with additional
comments from SRC. Every report in itself contains adequate information. It is difficult to
make an aggregated summary of impact since we here have 28 independent projects. On the
other hand it would be of interest to have some kind of assessment of the value for money of
the frame as such compared with the other programmes. Is the amount for the frame for Minor
Disasters well balanced as a percentage of the entire support from Sida? What would be the
pros and cons if the percentage were higher or lower? Will the aggregated impact of the total
Sida support be higher with increased flexibility through alarger frame for Minor Disasters?

Feedback from Sida

Reporting takes a great deal of time. The one writing the report doesn’t always know exactly
what kind of information the reader may benefit from, so the feedback to the report writer is
essential for improving quality. It has been a disappointment to many staff members at SRC
that they have not received any more detailed feedback from Sida on their reports. The
feedback may be given at seminars or by written comments.

Also for the Federation it isimportant to have this feedback from Sidain order to give feedback
to the field.

Recommendations:
SRC' s project portfolio should be less diversified

More of KoB’s time should be spent on assisting NS in OD/capacity building and less
on administration of appeals and reporting

SRC' s reporting should be more focused on impact
SRC’ s reporting should include increased analysis on a more aggregated level

Aggregations should be based on similarity in context and not always based on
geography

In the aggregated analyses of the programmes, the results should be clearly linked to
SRC’ s abjectives, goals, visions, policies and strategies.

Professional Management AB lllervagen 27, SE-187 35 Taby, Sweden,
telephone +46 8 792 38 28, fax +46 8 768 19 29,
e.mail svensson@professionalmanagement.se website www.professionalmanagement.se



Management Audit of the Swedish Red Cross 47

The analysis should consist of the general lessons of experience and the consequences
for SRC and its cooperation partners.

SRC should provide Sida with a coherent analysis of the global programmes

The report on the Frame for Minor Emergencies should also include an assessment of
the value for money compared with support in general

The individual reports on the ICRC delegated projects should have a common outline
SRC should provide Sidawith an overview of the delegated projects
Sida should give a more detailed feedback on the reports from SRC.

5.2.13 Ingtitutional learning

Asdemonstrated in sub-section 5.2.10, the more systematic way of working with evaluations
has contributed to institutional learning within the Federation. Sida recognises that the
Federation as a membership organisation has a core responsibility to build the capacity of its
members. Thus the Federation’s commitment to and capability in capacity building, through a
better demonstration of resultsis essential. Trust is akey issue for donors.

A greater coherence from the Movement in its approach to capacity building is emphasised.
Methods for institutional learning within the Federation include demonstrating the results of
OD/capacity building, management audits and sharing experience at grass roots level between
branches. The importance of strengthening the NS's volunteer base, representation and
management has been stressed. It isimportant for NS headquarters to manage a bottom-up
change process or replicate a branch-level success story. Linksto other civil society actors,
particularly at grass roots level, are also vital to improve the sustainability of aNS.

In order to provide a practical manual on the various intervention strategies and to give an
overview of available tools and methods for local building of branches an Applicant Guideis
being developed®.

The handbooks, training manuals and other material that the Federation devel ops are most
certainly important and useful. But the most important role of the Secretariat in supporting
activitiesisto act asalink - or afocal point - for institutional learning which makes it possible
for the different actorsto share ideas and knowledge that will increase the impact of the
different initiatives. Thisrole could in our opinion be further strengthened.

SRC has supported the efforts on the Disaster Management and Coordination (DMC) Division
to empower regional and local units and to adapt its systems to different disaster scenarios. The
SRC is set on supporting the further work in this field — and to encourage other stakeholders to
follow suit®. However, thereis aneed for increased efficiency in the division of labour and

8 Applicant Guide Draft 8/2003-08-15
# SRC Annual Report to Sida 2002
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responsibility between centre and periphery, between what should be developed and catered for
on an international level and what should clearly be owned regionally and locally. The build-up
and delegation of ownership to the Pan American Disaster Response Unit (PADRU) could
serve as amodel of future regional disaster response hubs. In the new organisation it is
important to clarify how disaster management should cooperate with the management of on
going mid- and long-term programmes, i.e. how new DM C structures for sudden emergencies
should work with long-standing delegations. The stronger efforts to further strengthen the
partnership across the humanitarian field and for multi-sector actionsin crisis locations are one
promising sign for future relief assistance with enhanced sustainable impact.

Strategy 2010 underlines that the Federation should make more use of its global network of
committed and talented staff. Since 1997, SRC has supported the work to increase the diversity
of the Federation workforce in the field. The initial goal - a standardised recruitment procedure,
an international recruitment handbook and 30 % of delegates from so-called non-traditional
sources has been reached and the next step should be to evaluate the project.

Since 2001, SRC is also contributing financially to the global recruitment fund with the goal to
facilitate the transfer of personnel from NS with less financial means and with no tradition in
developing an international workforce among their staff and volunteers, to Basic Training
Courses (BTC) organi sed by traditional donor societies, mainly in Europe. SRC has on a
regular basisinvited 2-3 personsto BTCsin Sweden.

Today some 30% of all Federation international staff/delegates come from non-traditional
sources and while thisis a positive development, there is a need to consider more in detail what
negative implications the increased use of regional resources may have on the NS: the
attraction of going on an international mission may cause a brain drain of aNS's most talented
personnel, which in turn would work against the aim of building the capacity of that NS.

SRC has in many other ways been active in supporting institutional learning. A few examples:

. In 2002, SRC has supported the Human Resource Department at the Secretariat
through a staff on loan. The mission was focusing on support to the diversity work and
to revise the Code of Conduct for Federation personnel. The new Code of Conduct
was launched in March 2003.

A constant challenge for SRC is to improve the gender balance among managers sent
to the field. Preparations were made to identify and strengthen support to female
candidates applying for management positions. By the end of 2002, SRC had six top
management positions in the field. Out of these, two were females.

SRC has participated in the Tripartite Advisory Group (TAG), which could be
recognised as a learning network™.

%0 At the last TAG-meeting i.e. learning from the Sri Lanka experience was discussed by the visit team. The objectives of the
visit of the TAG were in part to review the effectiveness and impact of the CBF funding to SLRCS and to draw out wider
lessons for the CBF and the TAG, including initial work on indicators. The team'’s findings were outlined with regard to the
organisational strengths and challenges of SLRCS. The experience of one branch was highlighted and the team supported
SLRCS's plan to use this as amode for learning in other branches. Another key lesson was the importance of Movement
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SRC has also participated in various Swedish foras on international assignments such
as Sida’' s network. SRC has participated in the process of drafting a Swedish Code of
Conduct for international staff. The Federation’s code of conduct was one of the
documents used as a basisin the drafting.

On theindividual level the Federation has designed a Performance Development Review
(PDR) to help ensure that staff deliver against key objectives while building personal values
and competences. It is an interactive process, which involves continuous communication
between managers and their direct reports, as well as coaching, and feedback. One important
areais knowledge sharing. For people in management positions also, organisation building isa
key issue.

There are alot of good examples of institutional learning within the Federation, including the
SRC. However, there is no explicit strategy for organisational learning either on SRC or the
Federation level (this aso goes for Sida and most of the donors).

Recommendations:
SRC should consider including the issue of institutional learning in the new strategy

SRC should consider assisting the Federationon working on a strategy for institutional
learning.

5.3 Financial Management

5.3.1 Agreement and follow-up of conditionsin agreement

The agreements between the Federation and SRC and between ICRC and SRC are analyzed in
subsections 6.3.1 and 7.3.1 respectively.

Sida’sagreement with SRC

There are three main agreements with Sida for 2002; these are “Humanitarian Aid and
Development” (Hum), “The Frame for Minor Emergencies’ and “Humanitarian Efforts”
(ICRC' s emergency appeal). Sida’s " General Terms for Contributions to Swedish

coordination in terms of NS capacity building, particularly in a post-conflict or transition situation. It isvital that the
Federation be present with the NS to lead the coordination and to maintain the focus on NS capacity building, particularly with
mounting PNS interest in bilateral programme-based support and to work with the ICRC to clarify implementation of the
transition policy. The Cooperation Agreement Strategy (CAS) isatool developed by the International Federation to enhance
cooperation and coordination within the Movement in support of a NS's strategic objectives. The CAS process can play a
crucia rolein ensuring this. It was also highlighted that this was the first CBF monitoring visit /joint TAG visit. TAG was keen
to learn from this to improve future visits. One good lesson was the importance of having a practical task, such as developing
capacity building indicators to ensure there is a focus for the visit. Working groups then discussed how to ensure the CBF
creates capacity rather than dependency through building sustainability in programmes, financial resource base and external
linkages. The group feed back highlighted a number of common issues. (Sida Reserapport 2003-10-06—08).
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Organizations” and “Instructions for Sida’'s Contributions to Single Organizations for
Humanitarian Aid and Conflict Prevention” areintegral parts of the agreements.

The Hum agreement is the largest of the agreements and granted funds may be used for projects
complying with Sida's General Terms and Instructions. The agreement covers SEK 95,000,000
of which SEK 7,600,000 (8 %) is designated for administrative support. A description of the
recipient organization, the activities for which the funds shall be used and a budget are included
in the application to Sida.

The Frame for Minor Emergenciesis aimed at providing emergency aid to areas throughout the
world. The agreement covers SEK 21,000,000 of which SEK 1,000,000 (5 %) is designated for
administrative support. The application processis fast: Sida grants its approval within 24 hours.

According to Sida s guidelines, the Frame for Minor Emergenciesis to be used for natura
catastrophes, the initial phase of efforts following the outbreak of armed conflicts, sudden
crises occurring amid on-going long-term efforts amidst armed conflicts, catastrophe-like
epidemic outbreaks and reconstruction following natural catastrophes.

The funds provided through ICRC’ s emergency aid appeal are used to support SRC’ s activities
within ICRC’ s operations. The agreement covers SEK 220,000,000 of which SEK 15,000,000
has been designated for SRC while the remaining amount has been designated for ICRC. The
funding covers purchases of goods, delegation of projects and/or the recruitment of delegates.
ICRC’ s application is aresponse to referrals made in ICRC’ s annual appeal.

Proceduresfor signing agreements
The procedures for signing agreements and the granting of funds between Sida and SRC are
described below:

1. ONS identifies the needs and sends an application to the Federation in November.

2. The Federation decides, together with ONS, which multilateral projects shall be included in
the application to Sida.

3. In November the appeal comes from the Federation (or if it is part of a so-called bilateral
agreement the request comes directly from ONS). SRC reviews and evaluates the appeals and
selects the projects that will be included in the application to Sida. The programme coordinator
makes the selection after discussion with the advisors from the health care sector, emergency
experts, organizational development and finance. An assessment of whether thereisa
connection to other programme support and whether the other programmes supplied funds
and/or if the programmes could be linked is performed. Lastly, the KoB after discussions with
the head of the respective area makes a proposal to the management. The application hasto be
approved by SRC Central Board. The process takes place during the period November-
January/February™. SRC submits a proposal no later than 15 February.

5 According to the draft General Cooperation Agreement Sida should give SRC an indication on the highest level of annual
grant.
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4. Sida decides what support shall be given and sends an agreement. This usually happensin
May/June for Hum and for ICRC’ s emergency appeal®. The agreement is signed by SRC's
General Secretary and by the Head of Sida s department for humanitarian aid and conflict
management.

5. SRC writes a Pledge Management Note, PMN®, for each ONS on the programmes that have
been approved by Sida with areference to the appeal. The PMN contains allocation of
resources (from Sida and SRC own) and reporting requirements. This PMN is sent to the
Federation, which signsit. The PMN can be updated later if the project plan is changed.

6. Sidatransfers the funds to SRC for six morths at atime in advance.
7. The funds are transferred to the Federation, except the administration fee.

| CRC emergency appeal:
The routines that apply to the ICRC emergency appea agreement differ from those that apply
to programmes supported through the Federation insofar as ICRC sends its appeals directly to
Sidawho in turn forwards them to SRC for an opinion. ICRC and Sida sign the agreement. The
funds are paid to ICRC.

Thereis aso asigned agreement between SRC and ICRC that is a standard agreement.

The Frame for Minor Emergencies/Emergency aid appeal:

Unlike the Hum agreement, SRC can, within the Frame for Minor Emergencies agreements,
initiate payments of a maximum of SEK 1,000,000 at one time of the total budgeted amount
designated for catastrophes. It takes approximately one to two days from the time the need is
identified until the funds are dispensed.

Suitability of Agreementsfor their purpose

The agreement period between Sida and SRC is January 1 — December 31. As described above,
the final decision and first disbursement from Sida can be made in May/June. This leaves SRC
six to seven months to use the funds, which SRC sometimes sees as a short period to use the
funds. Funds that are not used at December 31 should be repaid to Sida. It has been discussed
to have longer agreement periods. Our concrete recommendations are to be found in the final
chapter of the report.

Responsibility for following up agreements

Every programme coordinator at KoB is responsible for ensuring that their projects adhere to
the agreement signed with Sida. When Sida has granted funds, a PMN is written between SRC
and the Federation. The programme coordinators are responsible for making sure the agreement

%2 According to the draft General Cooperation Agreement between Sida and SRC the decision should be made within two
months.
5 PMN is a standardised agreement developed by the Federation and recently updated
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isfollowed. If the agreement has not been adhered to, continued support is re-evauated and
confirmed with Sida.

PMN sets the deadlines for reporting. During our survey we noted that the reporting dates in
the agreements were changed with Sida’s consent. As of May 5, 2003 reporting deadlines were
changed to September 12, 2003, for al agreements. The reporting deadline for ICRC was
previously June 30, 2003, for Hum it was August 31, 2003 and for the Frame for Minor
Emergenciesit was October 31, 2003. The reporting shall be submitted in accordance with the
agreement and form requirements™.

According to the auditor’s certificate from SRC’ s auditor, Jonas Grahn of PWC, no reporting
for 2002 was submitted for several agreements. Those agreements include:

Agreements based on the Frame for Minor Disasters:

Agreements for Turkey, South Africa, Iran, Korea, Ethiopia, Irag, Eritrea, and Burkina Faso
which account for atotal of SEK 9 million in funds. This was due to the fact that disbursements
were made for catastrophes late in the year.

Agreements based on Extraordinary Appeals:
The auditor’ s report for the bilateral programme in Ethiopiafor SEK 882 thousand.

The projects will submit the 2002 reporting along with the 2003 reporting.

Possibility to redistribute funds between proj ects

According to Sida’s General Terms, funds may be reallocated from one project to another. SRC
submits a written request for permission when significant changes are made to the planned
activities. The programme coordinator at SRC writes a proposal for the reallocation that is
signed by the manager of KoB and sent to Sidafor approval. Sida usually accepts SRC's
proposal for the reallocation of funds as recommended by the programme coordinator.

Sida’sguidelinesfor the use of funds

Sida’ s guidelines are governed by itsinstructions. SRC’ s applications generally do not deviate
from Sida’ s guidelines. The proposals for the use of funds are normally accepted as they are.
Compared to the Federation, which is governed by the terms that are included in the project
agreement, PMN, with Sida, Sida’ s requirements for including environment and gender, among
other things, in the reporting are not always followed. SRC adds this information to these
reports after it has contacted personnel that are on location and knows that these questions have
been addressed. If the programme coordinators assessment is that the Federation has not met
the reporting requirements the matter is addressed in the final report.

% According to the draft General Cooperation Agreement between Sida and SRC the reports should be submitted to Sida no
later than 15 September.
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5.3.2 Transfer of funds

Reconciliation

Funds received from Sida are kept in a separate bank account to facilitate reconciliation of
funds in accordance with the Sida agreements. The reconciliation is performed monthly on a
project basis as well ason an overall basis.

Interest

According to Sida’'s General Terms and Conditions interest should be reported in the fina
report and repaid accordingly. It appears that interest is not disclosed in the fina financial
report. It is however repaid in relation to the report; in addition a preliminary paymert is made
as of June 30 during the year of the agreement.

SRC has quite acomplicated and circumstantial procedure for calculating the interest due to
Sida. Until Sida has approved appeals and disbursed funds, SRC uses its own funds for salary
payments to delegates etc. SRC later compensates itself for these expenses. In addition they
calculate, in high degree of detail, the interest loss due to use of own funds and compensate
themselves for the interest |oss.

For 2002 the interest on Sida funds were allocated as shown below:

Interest according to bank statement per 2002-12-31 1140 TSEK
Preliminary interest payment to Sida per 2002-06-30 -91 TSEK
Remuneration to SRC per 2002-12-31 -737 TSEK
Balance to be reported and repaid to Sida 312 TSEK

Disbur sements

After Sida has approved the application the funds are paid out. A PMN iswritten and signed by
a programme coordinator and the amount is compared with the agreement and then faxed to the
Federation, which signs the document. When the Federation has signed the PMN, payments are
made from Sida’ s account to the Federation via the Swedish Bank SEB.

Upon the disbursement of approved funds to the Federation, a payment order is prepared. The
payment order includes the name of the recipient, what the payment is for, the PMN number,
where the funds are taken from, the amount, the most recent payment date and the project’s
name. The form also contains which account, programme, area and project number the payment
isfor. A check is performed using the PMN number to ensure the right amount is paid out. SRC
can track and check disbursements through the PMN number in the Federation’ s web-based
accounting system.

Disbursements per project were randomly tested and conrpared with account summaries from
SEB and the general ledger. We have no remarks. However, when comparing the payment
receipts with the PMN there was one instance where we noted that a partial payment of
approximately SEK 900,000 was paid on February 27, 2003, which, according to the PMN,
should have been paid in 2002. The expense was recorded and charged to 2002. SRC’ s auditor
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has not commented on this. Otherwise the payment routines are deemed as functioning
satisfactorily as regards to the correct amounts being paid out and approved.

Audit of transfer of funds
SRC sends money to the Federation who has an auditor in Genevathat monitors the transfer of
the funds to the projects.

SRC’ s auditor reviews interest on Sida contributions to SRC. The interest calculations for 2002
were reviewed; we have no comments. The certificate was sent to Sida along with the final
reporting on September 12, 2003.

Recommendationson Transfer of funds

SRC does not disclose interest in the financial reporting but complies with the Sida agreement
regarding repayment of interest in conjunction with the final reporting. We recommend SRC to
start reporting interest in the final reporting and to consider simplifying the interest calculation
and also not to spend time making the preliminary calculation and payment in June 30, as the
amount appearsto be immaterial.

Recommendation:
SRC and Sida should agree on simplifying the interest calculations

5.3.3 Delegation

Authorization regulations

According to SRC’ s authorization regulations the programme coordinators may approve
payments for their projects. If the budget is changed, the manager of KoB must be informed,
make a decision and approve the new decision. In accordance with the documented principles
for delegating the authority to grant authorization for costs, the Head of KoB may permanently
delegate a portion of their rights to authorize transactions to their subordinates who are
responsible for budgeting. Two people must authorize transactions together (one approves and
one authorizes) and for appeals a group must grant approval. The rights to authorize payments
apply to amounts that are within the framework of the budget.

SRC has updated its rules for granting authorization. Random testing of authorization rights
revealed that programme coordinators to whom authorization rights have been permanently
delegated have approved payments with the area manager’ s approval. We have no remarksin
this area.

Delegating authorization
The routines for delegating authorization rights seem adequate and are functioning according to
the description of SRC’sinternal procedures.
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5.3.4 Budget / reporting / follow up

Routinesfor the budgeting process

SRC begins preparing its budgets in October; every area prepares a budget based on identified
needs. The person responsible for each area prepares a budget proposal for thisarea. The area
manager and advisor then help with the overall structure, for exampleif thereisaneed to
increase contributions given to a certain region. SRC maintains a policy of not being the sole
financier for a programme to prevent the recipient from becoming too dependent on the
organization.

The Federation submits its Annual Appeal, including the budget, in December (for more details
on the Federation budget processes see sub-section 6.3.4). SRC’ s budget is adjusted when Sida
accepts the applications and states the amount of fundsit will contribute. The budget is
documented and later approved in the PMN agreement with the Federation.

The programme coordinators continually follow up the budgets for the on-going projects to
determine whether there are sufficient funds available to complete the project. If sufficient
funds are not available the programme coordinator makes the decision to scale back the project
or prolong the project. If funds are not used during the year SRC sends a request to Sida asking
for permission to give the remaining funds to another project.

Reporting and Follow-up

As noted in sub-section 5.3.1 " Responsibility for following up agreements’ reporting has been
made in accordance with the agreements and has been submitted for a greater portion of the
projects with the exception of eight projects within the Frame for Minor Emergencies (total
SEK 9 million) and a bilateral programme within Hum (SEK 0.9 million). As mentioned above
this was due to the fact that disbursements for catastrophes were made late in the year.

The programme coordinators at KoB are responsible for following up the Sida agreements. The
programme coordinators are responsible for following up the PMN for the Federation given
SRC'’s agreement with Sida. The Federation is in turn responsible for ensuring the PMN and
the national committees follow Sida' s instructions.

The report from to SRC is steered by the PMN, which states deadlines and how the report
should be structured. The programme coordinators maintain continual contact with the ONS
and with the Federation. The programme coordinators also conduct afield visit through which
they obtain a more compl ete picture of the situation in the project.

When the report is submitted to Sida the project is described. The report includes what has been
accomplished and not accomplished, the impact and comments concerning Sida’s overall goal.
The reports from the field visit and the Federation are attached as appendices. SRC has
prepared a checklist for the reportsin order to secure the quality of the reporting.

The formal standard report from the Federation to SRC is submitted twice ayear aswell as
through final reporting. SRC reports back to Sida annually through the final report.
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According to Sida, afinancia review with comments on the impact and results of the overal
budget should be reported. SRC’ s reporting has been randomly tested per project and in our
opinion the reporting meets Sida’ s requirements satisfactorily. We noted that in its reporting to
Sida, SRC evaluates the Federation’ s report by providing its own analysis of the outcome of a
project, which may contain criticism. In several casesit was revealed that information about
the impact of contributions was faulty. SRC has pointed this out to the Federation, which has
currently added another comment on that matter in its report structure. At present thereis still
the need for the Federation, which monitors the reporting from the ONS, to make
improvements.

Part of the funding received from Sidais funds for administrative support. It varies between 5%
and 8% of the total amounts received. There is no specific follow up of how these funds
actually are used by SRC and neither isit reported in detail. In the final reporting the amount
used for administrative support equal the received funds.

Recommendations on budget / reporting / follow up

The total final report for the projects does not contain reconciliation with the budget. The
accounting compared with the budget is only done per project. We recommend making such a
comparison and including it in the overall summary. As mentioned earlier the total final report
does not contain recorded accrued interest income and we recommend that thisis also included
in the future.

Recommendations:
The total final report for the projects should contain a reconciliation with the budget

Recorded accrued interest income should be included

SRC and Sida should agree on how administrative funds shoud be used and that
adequate follow up is done and reported.

5.3.5 Internal control and audit

Internal Control

We have assessed the internal control related to the areas within the scope of “Financial
Management” in TOR, i.e. within the signing of Agreement, Transfer of Funds, Delegation,
Budgeting / Reporting / Follow up and Internal and External audit. As described in other parts
of the report, SRC appears to have segregation of duties with respect to approval and
authorization and is subject to both internal and external audits.

I nternal audit

By decision of the General Secretary, SRC established an internal audit function in January
1999. The internal audit function works according to the guidelines set by the General
Secretary. The basic purpose of the internal audit function isto assist the General Secretary in
his discharge of his responsibilities by supplying him with appropriate information that is
related to the purpose, efficiency and security of the internal management and control of SRC.
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During 2002 the internal audit completed 10 prioritised assignments, out of 14 planned. The
assignments included audit of the finance function, the observance of travel policy, salary
administration, an assessment of the effectiveness of the administrative procedures etc.

The internal audit has noted areas for improvement and planned follow up during 2003.

5.3.6 External audit and follow up

Audit requirementsfor therecipients

The Federation is an aid recipient on the first level and SRC places demands on the Federation
through the audit instructions that are in place, while the Federation ensures that the national
projects are audited. According to the controller at SRC, Sida’ s requirements for a qualified
auditor and awell-known international audit firm to conduct the audit are met. According to the
controller the auditors' reports in the respective countries refer to generally accepted auditing
standards and applicable legidlation.

The quality of the auditor’s certificate
In the auditor’ s certificate from PWC in Geneva it states that the audit of the Federation was
conducted in accordance with international auditing standards.

In Sweden SRC’ s accounting is audited by an authorized public accountant in accordance with
generally accepted auditing standards and in accordance with Sida’ s audit instructions.
According to the auditor’ s certificate the accounting and reporting were done in accordance
with Sida’s “Instructions’” and ” General Terms and Agreements’.

Notations were made in the auditor’ s certificate that no reporting was submitted for 2002 for
contributions made in Turkey, South Africa, Iran, Korea, Ethiopia, Irag, Eritrea and Burkina
Faso (refer also to sub-section 5.3.1). The reporting will be done in 2003 in conjunction with
SRC’sfina reporting to Sida. However, SRC should also have highlighted in its reporting to
Sidathat the above listed projects had not submitted reports and therefore not been audited. It is
otherwise difficult for Sidato know if some projects have not been audited. We recommend
that this be included in future reporting.

We have noted that there are audit reports covering the three agreements between SRC and
Sida; Hum, ICRS and Emergency appeals. SRC' s appointed external auditors perform audits.
The audit reports have been executed in accordance with Sida’s “ Instructions’, “General
Terms’ and agreements.

Recommendation:
SRC should inits reports to Sida clearly indicate which projects are not audited
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6 Findings at the International Federation of Red Cross and Red
Crescent Societies

6.1 Organisation
6.1.1 Organisation

The Federation is also in the middle of avery comprehensive organisational development
process.

The Federation Acting Secretary General, M. Niskala, presented to the team an overview of the
Secretariat’ s priorities for the year ahead. He explained the structure in the field and the
planned changes to the structure at the Secretariat, with the purpose of being closer to NS. The
organigramme of the Federation as at September 2003 is attached as Appendix V. We have
been provided with a couple of drafts on the new organisation but sinceit is not approved yet
we have chosen not to attach it.

The Secretariat coordinates and supports operational programmes in the field and recovers
its costs by charging operations with a programme support recovery (PSR) percentage.™
The recovery is made after proof of expenditure, i.e. the Federation has to bridge the gap
pending recovery. In 2002, there was a programme support deficit of CHR 4.6 million.

The Federation is in a deteriorating financial situation due to a perception by some PNS™ that
the Federation is not adding value equivaent to its PSR. The trend of many donor countries
other than the Nordic countries and UK isto shift to bilateral humanitarian aid (which gives
them more national visibility in the field) rather than go multilaterally through the Federation.
In addition, the American Red Cross has failed to pay a substantial part of its annual statutory
contribution. In 2002, total statutory contributions of CHF 25.6 million were received against a
budget of CHF 30.6 million. Reserves at the end of 2002 had been reduced to CHF 9.9 million.
The organisation is downsizing to meet the financial constraint. Some 35-40 Secretariat posts
will be made redundant by the end of 2003 (out of a present total of 207).

In addition, the organisation is restructuring its Secretariat and decentralising in preparation for
the 2004-05 biennium. Thereis agradual transfer of people and resources from Genevato the
regional delegations and regional finance units. The proposed matrix structure for the
Secretariat indicates lateral relationships across the geographic divisionsin core areas and
organisationa development. Planning, monitoring and evaluation have been brought together
in the new draft organisation, while financial administration is still a separate support service.
Internal Audit and Human Resources will be moved up the hierarchy and will report directly to
the Secretary General from January 2004. These changes are commendable, and should make
the Secretariat aleaner and more cost-effective organisation.

5 |n 2003, the PSR percentage was reduced from 11 to 6.5%.
% A Participating National Society or donor Society (PNS) is a NS with resources to support the capacity building of a host or
recipient NS
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The names of all delegates working in the field are published monthly, including a summary of
the number of delegates by contracting body and by nationality. In addition analysis of
delegation expertise are included.

6.1.2 Capacity building

The Federation has a strong commitment to strengthening NS and its current thinking on
capacity building and organisational development (OD). The Federation has worked to
develop good capacity building policies and tools, highlighted in the 60 point “ Characteristics
of a Well Functioning National Society’”. The focus is now on training/supporting NS staff and
volunteers to have a greater impact on the lives of vulnerable people. The Secretariat’s OD
roleisto support any of the 179 members who are committed to and embarking on change.
The focus for the wider Movement is to work together to pursue joint, long-term capacity
building goals and to work together with NS and governments to provide more coherent
support. A further challenge is to develop indicators to assess the effectiveness of OD and
capacity building work, drawing on the experience of others.

The Federation has devel oped an agenda to take the self-assessment process forward®.
Approximately 100 out of 179 NS have participated in the Self-Assessment process in 2001-
2002.

The Federation has developed guidelines for the design of a National Society Development
Plan®. A National Society Development Plan is a document which sets the long term direction
of the NS: it defines the mission and long-term objectives, as well as the strategies and broad
programmes through which they will be achieved, and the human, material and financial
resources required. The Federation has also produced a comprehensive CD on Capacity
Building Framework, containing sections on building capacities, understanding NS,
organisational development and responsibilitiesin international cooperation™.

There are considerable funds for capacity building managed by the ICRC and it is of significant
importance to get a closer coordination between the Federation and the ICRC to ensure that this
leads to optimal support for the NS. OD/capacity building planning and programmes should
focus on addressing needs and ensure they are linked to delivering better programmes/services
and not just for their own sake. The key role of the ICRC lies in building NS capacity during
and after prolonged conflict and how that can most effectively be handled and handed over.

SRC advocates a more holistic approach to capacity building and to deepen the dialogue
between the different stakeholders, particularly on the issue of a more coherent Movement
approach to capacity building. The RC/RC Movement also wants to work with governments to
build better links between humanitarian and devel opment agendas and budgets.

5" IFRC: A Change Strategy for the Secretariat, 2002

%8 |FRC: Sdf-Assessment Against Strategy 2010

% NOTE of the TAG MEETING 6 & 7 October 2003

€ |FRC: Sdf-Assessment Against Strategy 2010

¢ |FRC: From global mission and strategy to a National Society Plan, July 1999
62 CD on Capacity Building Framework, 2003-04-02
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The Tripartite Advisory Group (TAG) consisting of National Societies, Governments and the
International Federation seeks to promote National Society and civil society capacity building
and acts as an advisory group to the CBF. The aim of the TAG is to contribute to the debate
and the Federation’ s work on capacity building in the context of the Stockholm Good
Donorship Conference and the recent report to the UN on humanitarian financing®. The
Federation has emphasi sed the contribution that the TAG can make around the area of
convergence between humanitarian relief and longer-term development®*. Raising awvarenessin
the humanitarian community of the value of capacity building and development work is an
important issue for the TAG.

TAG isaunique forum and one that needs to continue to connect into governments for
technical advice and information. However, thereis a need to clarify the role of the TAG and
to address strategic issues beyond capacity building. The TAG has stressed the need for the
Federation to build the credibility and trust of donorsin its capacity building work, through
demonstrating progress and concrete results.

Recommendations:

SRC and Sida should give TAG high priority aso in the future

SRC and Sida should advocate a clarification of the role of the TAG and to address
strategic issues beyond capacity building.

6.2 Management Systems and Routines

Since the Federation is not the objective of this management audit we are just going to add
some information and comments on issues that are important for the audit of SRC®. Our
overall assessment isthat the management systems and routines at the Federation are highly
advanced, well documented and sufficiently and satisfactorily known within the organization.

6.2.1 Planning of work

Key Planning Documents
The key Secretariat planning documents are
Secretariat Strategic Objectives 2004-2007

“Continental” Strategic Plan
“Plan of action” for Secretariat support to aNS

% NOTE of the TAG MEETING6 & 7 October 2003, page 2

 NOTE of the TAG MEETING6 & 7 October 2003

% |t has been suggested that there should be two or three field visits and also visits to selected Regional Delegations and
RFUSRRUSs. The field visits should include studying the entire responsibility for planning, monitoring and reporting to move
from Delegations into ONS and the problems and advantages related to it. This would also then help to reinforce and further
work out findings and recommendations in this area from the DFID review.
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Programme/project Plan (PPP)

These planning documents will have to be reviewed when the new organization isin place.

Project Planning Process

The Federation has developed a comprehensive Project Planning Process (PPP). In our opinion
PPP provides awell thought out process. The PPP is tailored to the needs of the RC/RC
Movement and applicable to both humanitarian relief and development interventions. The
process consists of four parts: (1) analyses of the situation, (2) programming, (3)
implementation and management and (4) evaluation. In the second part there are four steps
defining what should be achieved, the overall goal, the project objective, the project’ s expected
results and the project’s activities. Thislogical framework is similar to the one used by Sida
and other donors.

Recommendation:
SRC should consider integrating PPP with the presently used planning tool

Sida should include field studies to two or three ONS in a second phase of the
management audit. The field visits should include studying the entire responsibility for
planning, monitoring and reporting to move from Delegations into ONS and the
problems and advantages related to it.

Building Better Planning

In order to create a useful, clear and comprehensive tool for Delegations the planning
guidelines Building Better Planning has been published in May 2003. Secretariat planning will
be linked to the annual appeals and CAS but is separate from them.

This tool has not yet been fully implemented. It isfar too early to assess its impact on the
Delegations planning.

6.2.2 Policies and strategies

The policies, strategies and guidelines include:

Code of Conduct

Handbook for Delegates

Handbook of the International Red Cross and Red Crescent Movement
Strategy 2010

A Change Strategy for the Secretariat

Guidance for NS statutes

Characteristics of awell-functioning NS

Framework for capacity building in aNS
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Institutional development handbook

Better Programming Initiative (BPI)
Capacity Assessment & Performance Indicators (CAPI)
Handbook for Monitoring and Evaluation
Project Planning Process (PPP)
Guidelines for NS development plan
Emergency Response Policy

Development Policy

Development Cooperation Policy
Volunteering Policy

Gender Equality Policy

Red Cross Red Crescent Y outh Policy
Governance — National Society - guidelines

Some of these documents have already been discussed in the Swedish context in Chapter 5.
Others will be discussed below. Our overall assessment of the management systems within the
Federation is that the systems have a high professional standard.

6.2.3 Follow-up and reporting

According to the framework agreement® between the Federation and SRC a narrative
Programme Update on Annual Appealsisissued on the Federation web site with a
contributions report on or before June 30™. A second Programme update is issued on or before
December 31%. An annual narrative and financial report isissued after the completion of the
annual external audit on or before May 31 the following year. The Emergency Appeas are
regulated in asimilar way.

The Agreement highlights the need for impact analysis: “ The Swedish Red Cross also
emphasizes that asimpact analyssisincluded in the new Federation standard reporting style
sheets, they urge delegations to pay particular attention to this part of the report.”

During the last year there have been significant improvements in Appeal based reporting. The
style sheets and guidelines for appeal and pledge based reports have been revised to include
narrative sections on the financia report, and also a commentary on the impact of the
operation.

Thisissueis further discussed in Chapter 8.

% Framework Agreement signed 2003-07-22

Professional Management AB lllervagen 27, SE-187 35 Taby, Sweden,
telephone +46 8 792 38 28, fax +46 8 768 19 29,
e.mail svensson@professionalmanagement.se website www.professionalmanagement.se



Management Audit of the Swedish Red Cross 63

6.3 Financial Management
The organigramme of the Finance Department is attached as Appendix V1.

We have been provided with the entire:
The Federation Secretariat finance procedures applicable to all operations.

The Federation Operations accounting procedures, specifically for finance staff
guidance.

These are comprehensive documents covering al major processes.

6.3.1 Agreement and follow-up of conditionsin agreement

The Federation has had a Framework Agreement with SRC since 1985. It was revised in
October 2003 (yet to be signed at 5 November 2003) and is intended to have afour-year life.
Other Framework Agreements are in progress. The Federation is aiming to make the SRC
Agreement amodel for all PNS. These will replace Pledge Management Notes as the main
contractual basis for PNS/Federation partnership. PMNs, however, will still be required.

The Agreement with SRC formalises the existing appeals and reporting procedures. It specifies
the reporting standards to be followed by the Federation (see sub-section 6.3.5 below).

Pledge Management Notes (PMN) are drafted by individual PNS and sent to the Federation
Resource Mobilisation Department, then to the field for review and negotiation. On agreement,
they are coded to budgets, entered into the Pledge Management System (FABS) and returned to
the donor PNS.

The Federation accounting system identifies al uses of each donor’ s funds to facilitate donor
reporting. If the Federation transfers SRC funds to a national society, it must do so on
conditions that allow the tracking and auditing of how those funds are spent, and SRC may
follow up and request all relevant information and documents. SRC has access to the
Federation accounting system on Internet.

No interest is payable on neither unused SRC funds, nor does the Federation charge interest to
projects.

SRC makes no condition on exchange gains or losses. The Danish Red Cross (DRC) requires
exchange rate gains to be paid to DRC, but there is no offset allowed for exchange rate |osses.
In fact, the Federation nets all gains and losses and transfers the balance to the Income and
Expenditure Account.
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6.3.2 Transfer of funds

Sida transfers its contribution to the international operations of the Federation through SRC. Al
PNS make transfers to the Federation in accordance with the schedule agreed in the respective
PMN. SRC funds that are unused at the end of the year may be carried over and used in the
following year after written agreement with SRC on their proposed use. Failing agreement, the
unused funds are returned to SRC.

The Federation makes transfers to certain NS (at present 10) to enable them to implement the
Federation programmes/ projects under their direct management. Thisis done either by: (1)
Cash The Federation makes transfers to certain NS (at present 10) to enable them to implement
transfers, or (2) Working advances to NS that do not meet the criteria for cash transfers.*” Cash
transfers are recorded in the Federation expenditure statements as asingle item ‘ Transfers to
National Societies (CHF 3.9 million in 2002), whereas working advances are not brought to
account until the NS expenditures from the advance are reported monthly to the Federation.
These are then integrated into the Federation accounts and any remaining cash balanceis
treated as Federation cash balance. Cash transfers put more responsibility onto the national
society and are regarded as a capacity-building tool. Some donors are nervous, however. In
some ONS there is a high degree of accountability and transparency, in others not. In our
interviews it has been strongly emphasised that field visits should be included in the
management audit. Nepal has been suggested for studying the chain of management systems
based on cash transfers.

Article 24 of the Principles and Rules governs cash transfersto NS for Red Cross and Red
Crescent Disaster Relief. Oneruleisthat such funds must be put into a separate bank account
and not mixed with the general funds of the NS. Also, any NS project receiving such
contributions may be audited annually by external auditors designated by the Federation RMA
Department (see below).

Recommendation:
One of the field studies should be Nepal in for studying also the chain of management systems
based on cash transfers.

6.3.3 Delegation

94% of projects have designated budget holders at September 2003. In principle, only the
budget holder can authorise expenditure against an approved budget. The finance function
validates that the person approving expenditure has the required authority, that the account
coding is correct, that the documentation is appropriate and that there is sufficient budget to
cover the expenditure. Heads of Delegations, however, still have ultimate authority.

®" The criteriarelate to the financial management capacity of the NS. They were introduced in a revision of
the NS cash transfer procedurein May 2003.
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6.3.4 Budget

The budget process starts about July and consists of the preparation of an Annual Appeal,
showing details of all the projects for which the Federation is appealing for funds, and
preparation of Emergency Appeals, which are additional to the Annual Appeal, and are
launched inresponse to mgjor individual disasters and needs. In fact, appeal budgets are
based on the funds expected from donors:. they are donor-driven rather than needs-driven.

This seems to be because planning is an annual process and has no wider needs-based
framework. Usually there are no medium-term plans between annual budgets and the 10-
year Strategy 2010. Many PNS also have no medium-termplans, but there are exceptions,
e.g. NORAD has a4-year plan for Bosnia, where the Federation now has a 4-year Mission
and Objectives 2004-7. Also, the Federation planning seems to be quite apart from
Poverty Reduction Strategy Papers, which are now the central coordinating devicein
developing countries (VCA might be seen as an effort to contribute to PRSP). The
Federation has no role in the negotiation of PRSPs.

Thereis aneed for multi-year programme funding to address crises of a chronic nature and
improved population impact as in the case of the food security programming in Ethiopia (EU;
USAID) and the integrated food security and health project in Kenya (Spanish Red Cross, EU).

The Federation’ s inter-agency lead role in the case of Somalia should aso be noted in this
connection. Collaborative efforts with the NS, the World Bank and other organisations provide
the basis for along-term strategy and a sustainable model for Mother and Child Health
Services.

From the Global Strategy 2010, the Change Strategy for the Secretariat (2003), and the Project
Planning Process (PPP), each Budget Holder prepares a Budget & Budget Approva Form. The
Head of Delegation/Head of Geneva Department endorses the request. The Regional Officer (C
& D) agreesthat the income budget is redlistic and in line with the Department’ s fundraising
strategy. The Head of Department approves the Income and Expenditure Budget if the financial
risk (expenditure minusincome) is < CHF 200,000. High-risk budgets are approved by the
Divisional Director or Secretary General, depending on the level of risk.

Due to delays in approving project budgets, many go ahead without approval. At 4 November
2003, only 60% of the projectsin the CODA system had been approved and 88% of total
expenditure was on approved projects. The target was to reach 100% by 31 December.

It is extraordinary that a respected organisation should tolerate a situation where a high
proportion of project expenditure is not approved. Apart from the loss of control that this
implies, it reduces respect for the budget. The target should not be to have all projects approved
by the end of the year but by the start of operations. It is recommended that the budget
preparation and approval process be analysed and amended with a view to having budgets
approved before the relevant operations are started.
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In both Annual and Emergency Appeals, the Federation may revise the amounts and
operational details and periods as needed during the year. Changes are advised to donors
through Updates. Any expenditure over budget requires a budget revision approval.

Recommendation:
SRC should advocate multi-year funding

The budget preparation and approval process should be analysed and amended
with aview to having budgets approved before the relevant operations are
started.

SRC should advocate the use of PRSP
SRC should advocate arole for the Federation i n the negotiations of PRSP.

6.3.5 Accounting, reporting and follow up

In each delegation, the accounting and reporting function is the responsibility of a Finance
Delegate. The Finance Delegate falls under the Operations Manager/Head of Delegation
but reports functionally to a Regional Finance Unit, which in turn reports to Operations
Accounting in Geneva.

Accounts are kept on a computerised accrual-based system (CODA version 9). This
supports aweb-based Financial Appeals and Budget pledge management system (FABS),
an HR management system, a budget management system (BuSy), and alogistics system
for managing purchases of materials.

Donors are encouraged to request appeal -based reporting as opposed to pledge-based
reporting. 1n 2003, out of the 972 pledges received, 81% accepted the Federation standard
appeal-based reports, 11.5% accepted standard pledge-based reports, and only 4.5%
requested specific reports (including ECHO and UNHCR).

The following standard appeal-based reports are issued:

1.  Programme Updates, being reports on performance and contributions, by 30 June
and 31 December, issued on the Federation website. Donors can track
expenditure against individual pledges, even down to the transaction level.

2. Annua Report on performance and financial statementsisissued by 31 May of
the following year, following receipt of the external audit report, issued on the
Federation website. The financia statements do not fully meet International
Financial Reporting Standards (IFRS). In particular, contributions need to be
brought to account at the time they are “hard’ pledged, and all aid in kind needs
to be valued and brought to account. The Federation plansto fully comply with
IFRS by the year 2005.

3. Onemergency appeals, Operations Updates are issued within 30 days of the
appeal launch, then a second during the course of operation and afinal narrative
and financial report by 90 days after the planned end of the operation.
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4.  Internal management reports (Financia Bulletin, Monthly Financial Report,
Weekly Cash Report).

The Federation won a Globa Accountancy Award for the quality of its website reporting.

An effort was made to consolidate the budgets and accounts of the Federation with those
of its member societies. This would have given donors and other stakeholders a better
overview of the global state of NS finances. However, each national society islegally
distinct and autonomous, so its reporting to the Federation cannot be enforced. In addition,
the high number of accounts in arrears prevented the exercise being compl eted.

6.3.6 Audits

The Risk Management and Audit Department undertake internal audit. It audits secretariat
and field operations, coordinates the external audits of national societies, and provides
independent appraisals of management systems and evaluations of organisational units to
the Federation Secretariat, Finance Commission and national societies.

It prepares an annual audit plan based on arisk assessment that takes into account: size of
operation; the date and results of the last audit; donor requirements; the number of
concerned donors; inputs from management; major changes in operations; and the level of
NS involvement through working advances. The draft plan includes time and resources
for unplanned ad hoc reviews. The plan is circulated to management with a request for
feedback. The final plan is then prepared by the Head, RMA and presented to the
Secretary General for review and approval. The plan is adapted as necessary during the
year, and any major changes are submitted to the Secretary General for his’her approval.

Aninterna audit plan should be solely at the discretion of the Chief Internal Auditor, in
accordance with modern audit standards (such as the Professional Practices Framework of
the Institute of Internal Auditors). It should take into account management inputs and
requests, but the final plan should be decided by the Chief Internal Auditor so asto
preserve his/her autonomy and independence of executive management. We recommend
that inputs from management continue to be sought, but without disclosing the draft plan.
Future annual audit plans should be approved by the Head, RMA and copied to the
external auditor but not revealed to executive management.

The resources available to RMA are limited, comprising the head, three senior auditors
and an assistant. Audits are not arranged on arotational basis but rather on arisk basis.
Countries spending below a certain cut-off level are omitted: only the remainder are
assessed against a set of risk-related criteria and may be selected for audit. It would be
dangerous to omit small countries permanently from the scope of internal audit, especially
if the cut-off point were generally known.

It is recommended that all audit units be included in the selection each year and that every
unit be audited at least once every (say) four years. If necessary, audit resources should be
increased to meet this minimum standard of coverage.
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Following each field audit and discussion within the Department, a draft audit report is
issued to auditees for comment. Final reports (about 8 a year, on average) go to the
Secretary General. Recommendations are usually accepted; their implementationis
followed up by RMA Department.

An audit programme is not designed to uncover fraud. Even if it were possible to audit all
transactions, documentary evidence can be faked. Moreover, arecords-based audit will
not disclose frauds that are not in the books, e.g. side payments on procurement, and no
procedure can entirely prevent this. Staff members are expected to be whistle blowers
where they know of matters that violate national law, a Federation Status Agreement, the
Fundamental Principles of the Red Cross Red Crescent Movement, or any the Federation
regulation, rule, procedure or the Code of Conduct.® The identity of whistle blowersis
protected. Retaliation against a staff member who provides information to RMA is subject
to disciplinary procedures.

The RMA Department undertakes special investigations when these are authorised by the
Secretary General or the Director, Monitoring and Evaluation Division and in consultation
with the concerned Division Director and Head of Human Resources. About 3% of its
time goes into such assignments: most are outsourced or handled by the executive. The
Head of RMA saysthat progressis being made in reducing corruption. At the time of this
review, one case was outstanding (bribery of a procurement officer).

External audit is periodically put out to tender and is provided at present by
PricewaterhouseCoopers. The audit is normally completed by end-March, ready for the
Finance Commission meeting in April. The audit report on the financia statements of
2002 was unqualified (i.e. clean), but the auditors emphasised that the statements, while
complying with the requirements of Swiss law, did not comply with International
Financial Reporting Standards. The the Federation plansto be fully compliant with IFRS
by 2005 (see above). The audit report is put up to the General Assembly for approval.

Copies of the financial statements and audit report are sent to SRC and other donors. The
SRC, inits Framework Statement, has power to undertake further checks and verifications
of documents related to the operations funded by SRC, or to organise supplementary
audits of its contributions, if deemed necessary.

External audits of national societiesin receipt of cash transfers from the Federation are
normally outsourced and coordinated by RMA Department. The audit objectives are (1) to
reconcile transfers made by the Federation and amounts received by the NS, (2) to express
an opinion on whether the accounts for the Federation-funded projects meet generally
accepted accounting standards, and (3) to provide a management letter addressing the key
internal control weaknesses. The Federation uses this to encourage and monitor
improvements in the NS,

% The Code of Conduct was last updated in March 2003. Every recruit has a one-week induction course and is
obliged to sign accepting the Code. In the last two years there has been only one case of financial impropriety.
Strong action was taken.
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Recommendation

SRC should advocate further development of internal audit asindicated in this
sub-section (an internal audit plan should be solely at the discretion of the Chief
Internal Auditor, annual audit plans should be copied to the external auditor but
not revealed to executive management, all audit units should be included in the
selection each year and every unit should be audited at least once every four
years)

6.4 Consequences of the Decentralisation Process

Recently the traditional hierarchical structure of decision-making and financial agreements has
been put in question.

6.4.1 The Federation Secretariat’s Strategy for Change

Strategy 2010 focuses on what the Federation should deliver. The Secretariat was concerned
about the implementation of the Strategy, how to make the organisation more efficient and
effective. A series of consultations resulted in a Strategy for Change, aradical approach that
immediately started to affect the whole global set-up®.

In an international framework of support and cooperation, the Strategy for Change makes a
point of reaffirming where the basic responsibility for implementation rests - with the National
Societies (NS). Development work is on empowerment, ownership and participation. The
Secretariat should be serving as leader instead of implementing partner.

The main drift of the Federation Secretariat’ s re-organisation to support thisis the delegation of
responsibility from Genevato the field structure. The bulk of issues relating to the whole cycle
of programme planning and implementation are being moved from headquarters to the regional
level. Management of operations is closer to the field, but accountability stays with Geneva.

Implementation of this radical change started in the autumn of 2002 with the formal shift of
roles and responsibilities taking hold at 1 January 2003. The Strategy for Change implies a call
to refocus on the NS and on how the Federation Secretariat contributes. A common approach
around capacity building is evolving on aglobal level and, concretely, a new Capacity Building
Framework has been launched to support this commonality.

On cooperation models, SRC still advocates a federative approach that islessvisiblein the
Strategy for Change. While the Strategy acknowledges that many NS opt for bilateral and
operational presence it goes a bit too easily with the anticipated flow of resources, and it does
not elaborate enough on the qualitative aspects of bilateral cooperation. Endorsing the
operational presence of PNS, the coordinating responsibility of the Federation Secretariat
(Regional Delegations or appointed NS) becomes even more crucial than before. Horizontal,

% |FRC: A Change Strategy for the Secretariat, 2002
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holistic, integrated and multi-sector programme approaches are not only the new buzz-words of
international cooperation, but the actual attempt to marry humanitarian assistance with more
long-term devel opment efforts to provide some lasting change for vulnerable populations. This
issueis further addressed in section 8.6.

In Geneva, the Secretariat will continue to maintain overall supervision of the regiona
delegations and their programmes. Moreover, it will also continue to develop its position as a
policy and strategy maker in the forefront of humanitarian affairs.

6.4.2 The example of HBC in Southern Africa

SRC and the Federation has agreed to cooperate in supporting the implementation and further
development of the Home Based Care and Orphan support (HBC) project in Southern Africa”.
The HBC project covers a period of five years with atotal project cost amounting to US$
14,105,258 USD. Contractor for implementation is the Federation Southern Africa Regional
Delegation in Harare.

A MoU between SRC and the Federation records the agreement. ”* The MoU defines the roles
and responsibilities of the SRC and the Federation in the implementation, administrati on and
reporting of the HBC project in Southern Africa. The MoU isvalid until 31 December 2007, or
until the termination of the SRC/Sida Agreement. The cooperation is based on the Federation
Regiona Appeal and Regional Health and Care programme document and the HBC project
document. Other donors to the HBC project include Governments of the Netherlands and
Ireland.

The Federation Regiona Delegation in Harare (RD) and the NS in the Southern Africa Region
have for a period of about ten years been working to prevent further spread of HIV and to
aleviate suffering among those already infected and affected. Since the beginning of the
pandemic, the SRC has been supporting the Federation’s HIV/AIDS programmes, projects and
activities, in the Southern African Region. From 1987 the SRC has also been one of the main
actorsin the development of Federation policies and strategiesin the field of HIV/AIDS. The
SRC wishes to continue active support of the RD’ s Health and Care Programme.

During 2002 some of the objectives and activities related to the above, previously only
described in the annual appeal, were presented to a number of donors as a project.

The SRC has signed an agreement for 2003 with Sida’s HIV/AIDS Team for Africa, based in
Lusaka, Zambia, providing support through the SRC to the Federation towards the project
amounting of SEK 30 000 000 over a period of five years (SEK 6 000 000 per annum).

™ A Regional Approach: Home Based Care and Orphan support (HBC) project in Southern Africa 2002- 2007

™ Memorandum of understanding between the Swedish Red Cross and International Federation of Red Cross and Red Crescent
Societies in regards to Sida’s support to the home based care and orhan support (HBC) project in Southern Africa (odaterat,
2003)
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In accordance with the SRC/Sida Agreement, it has been agreed that 7,5% of the annual
contribution from Sidawill be kept by the SRC to cover administrative costs. The Federation
therefore transfers to SRC upon receipt of Sida's annual donation the equivalent to 7,5% of
such annual sum received. The SRC in turn, in accordance with the Pledge Management Note
(PMN), makes a yearly contribution to the Federation equivalent to 6,5% of Sida’ s annual
contribution to the SRC as Programme Support Recovery.

The respons bilities of SRC areto:

Submit financial and narrative reports to Sida/Lusaka, as set out in article 11 of the
SRC/Sida Agreement.

Support the Federation Regional Delegation in Harare in its work to implement and
improve the project by a continued support towards the Regional Delegation Regional
Programmes and in particular its Health and Care programme.

Participate in the annual Project Steering Committee meeting and in other relevant
regional HIV/AIDS meetings.

Bring to the attention of the Federation potentially suitable SRC del egates that the
Federation could consider placing in the region.

Pay to the Federation 6,5% of Sida’s annual contribution as per the PMN.

The Federation responsibilities are to:
: Implement the project in accordance with the project description.

Submit to the SRC yearly financial and narrative reports. These reports can be the
same as those prepared for the Dutch and the Irish Governments. Reports should be
submitted to the SRC in accordance with reporting agreements made between the
Federation and the other donors to the project, including guidelines articulated in
article 11 of the SRC/Sida Agreement in order to facilitate SRC’ s compliance with
said article.

Keep the SRC informed of: 1. HIV/AIDS meetings, events, workshops, evaluations,
activities, projects etc. in the region, initiated and/or implemented by the Federation
and/or its bilateral and multilateral partners, 2. Any agreements between the
Federation and its bilateral and/or multilateral partners (including partners outside the
Red Cross movement) and agreements between the national societies in the region and
national societies choosing to work with HIV/AIDS in abilateral way in the region
and/or in specific countries, 3. Any shortfallsin or changes of the conditionsin which
the project isimplemented that might affect meeting project objectives

Pay the SRC 7,5% of Sida' s total annual contribution.

Report accrued interest from the contribution to the SRC as stipulated in the
agreement between Sida and the SRC, article 12.

When it comesto financial management and auditing it was agreed that:
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The Federation will assume responsibility for effectively managing funds transferred
by Sida/L usaka/SRC

Financial and narrative reports for the project will be shared with the SRC and the
other parties of the project as specified in the SRC/Sida Agreement.

Funds made available for the project will only be used for this purpose. Specific audit
procedures will be defined in the MoU signed by al parties to the project. Audits will
be undertaken on an annual basis and in accordance with international auditing and
accounting standards. Internationally approved auditors will carry out audits.

Funds transferred to the SRC by the Federation will only be used by the SRC for
administrative costs related to the project.

Monitoring and evaluation will be executed in the following way:
The Project Steering Committee for the project will meet once per year, as per article 7
of the SRC/Sida Agreement

Specifics regarding monitoring and evaluation of the project are set out in article 11 of
the SRC/Sida Agreement.

The SRC and the Federation will apply procedures for reviews and final evaluation as
specified in the MoU signed by all parties to the project. The SRC may make available
resources to assist in reviews and evaluations — human as well as financial, asit deems
fit.

The provisions of the MoU can only be amended or modified with written consent of the
partners concerned and with three months advance notice. In the event of any difficulty in
implementing the terms of the agreement, the partners will consult each other prompitly. If a
solution is not found, then amediator will be appointed by mutual consent of the partners. If
any of the partners decide to terminate this agreement earlier than the contract period, they
must serve formal notice in writing three months in advance to the other partners.

In addition to the MoU, it is noted that the past and continued active engagement of the SRC is
recognized and appreciated by the Federation Secretariat (field and Geneva) and the NSin the
region.

This example will be further analysed and discussed in the last chapter of the report (section
8.5).
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7 Findings at the International Committee of the Red Cross

7.1 Organisation
7.1.1 Organisation

The International Committee of the Red Cross (ICRC) is an independent Swiss organisation
taking its mandate from the Geneva Conventions to act as a neutral and impartial body in times
of conflict and to promote International Humanitarian Law.

ICRC has aglobal organization structure divided over a headquarters and four zones (Africa,
Asia and the Pacific, Europe and the Americas, and the Middle East and North Africa). In
Geneva, there is the Assembly (supreme governing body of 20 eminent Swiss citizens), the
Directorate (the top executive, consisting of a Director-Genera and five department heads), and
atotal of 843 staff. In the field there are 79 delegations (regional and country offices) and 18
missions, covering more than 80 countries. These offices account for about 11,000 staff,
including 1,226 expatriate staff (at end of 2002).

Its income in 2002 was CHF 803 million and its expenditure 801 million, giving a small
surplus, which was added to its reserves (CHF 256 million).

The gerera structure of ICRC is attached as Appendix VII. The organigramme of the
headquarters is attached as Appendix VIII.

7.1.2 Policies

ICRC has established a policy on ICRC cooperation with national societies’. It consists of
premises for cooperation and framework for implementation of the cooperation policy. There
are specific objectives for operational partnerships with NS in their own countries and for
operational partnerships with NS working internationally.

Over the past few years, the ICRC haslaid a strong foundation for the development of
volunteering. Following the adoption of a Policy on Volunteering by the General Assembly in
1999, the Secretariat has devel oped core materials and tools for NS, and designed and
promoted important initiatives.

7.1.3 The Privileged Partnership Initiative

At the beginning of 2003, six NS including Sweden were selected to address the trends of
decreasing contributions and involvement of NS in ICRC operations. The “Privileged
Partnership Initiative” will remain, for the time being, limited to the six partners selected. This
initiative is aimed to achieve a more dynamic involvement for these selected PNSs in conflict-
related activities to achieve positive results for each partner. The objectiveisto find
opportunities to increase PNS involvement in and contributions to ICRC operations.

2| CRC Doct/62-2003/1 may 2003
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The partnership is suggested to be organized around three main areas ICRC-PNS and one
internal ICRC (not clear) asfollows

1. Teaming up an ICRC Division and NS to undertake needed work on specific fields
(programme or service areas). The aim isto capitalize on PNS resources, expertise and
accessible competence for specific work needed in ICRC programmes. The teaming up
should be envisaged for a 3-5 year period.

2. Teaming up an ICRC Delegation and NS for complementaritiesi.e. in contexts of
transition. The aim isto permit agradual disengagement of the ICRC from activities
that are still necessary and often vital to victims of conflict in transition periods but
which can be carried out by other components of the Movement using complementary
resources to best effect. The teaming up between a delegation and one or more NS
should be based on determining jointly the strategy for involvement of NS over a period
of three to five years.

3. Partnering to support NS domestic positioning on conflict-related work. Thisincludes
dissemination and advocacy on IHL related issues to NS stakeholders, the generdl
public etc.

7.2 Management Systems

On aregular basis ICRC distributes PNS/Donor Briefing Notes (approximately 50 during
2003). Thisinformation is intended to keep donors abreast of current developments and is not
for genera distribution.

When it comes to impact reporting the same problems are to be found at ICRC and the
Federation. In order not to repeat our findings and analyses the issue of impact reporting and
related problems will be highlighted in Chapter 8 and Appendices X and X.

In this chapter we have chosen to focus on financial management issues. There are alot of
differences in the financial management systems used at | CRC and the Federation.

7.3 Financial Management
7.3.1 Agreement and follow-up of conditionsin agreement

Main agreement

This section focuses on the part of ICRC concerned with Sida funding. The interface with Sida
is negotiated between SEKA/HUM and ICRC-REX and defined in an annual agreement” that
specifies:
The Sida contribution for the year (in 2003, SEK 230 million which is about
CHF 40 million)

" The agreement for 2003 is signed 12 and 18 March 2003
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Its general objectives (protection and assistance to al victims of conflict as
specified in the ICRC budget)

The timetable for disbursement, and
Conditions to be met by ICRC.

For 2003, there were five conditions:

1.

Most of the contribution (SEK 200 million) is earmarked to 26 countries, 11 regiona
delegations, and to five ICRC projects delegated to Swedish Red Cross for
implementation. Thislevel of earmarking is classified by ICRC as ‘loose’ and
compares well with most donors. Only the UK, the US, the Netherlands and France
have less earmarking. Moreover, earmarked funds can be reallocated if a case is made
out and accepted by Sida.

Spending from the unallocated portion (SEK 30 million) is subject to individua
justification and Sida approval. This works expeditiously and the full amount for
2003 had been used at end September.

The deadline for commitments of Sida funds is one month after the end of the
respective year, i.e. 31 January 2004 for 2003 funds, and the deadline for payments
from Sida 2003 fundsis 30 June 2004. This allows plenty of time for commitments to
materialise. Unused funds have to be returned to Sida.

ICRC hasto provide financial and narrative (performance) reports on the year by 30
June the following year. The financial report must be audited by a chartered
accountant in accordance with international standards of audit. The narrative report
has to summarise the extent of achievement of objectives. Follow up on this condition
isdescribed in section 7.3.5 below. ICRC has to provide further information *as
reasonably required’ and facilitate visits by Sida representativesif so required.

Interest received on Sida funds held by ICRC shall be repaid to Sida. In practice, says
the Head of Financial Administration, SEK funds are drawn only insofar as they will
be required in the following 60 days, so asto minimise currency exposure. Therefore
there are no significant idle funds or interest accruing, and no interest becomes
payable to Sida. It was mentioned that some donors (such as DFID) have no interest
condition in their agreements with ICRC.

The agreement is recorded onto Pledge Approval Forms (PAF), one for each country. Thisis
added into the budget for each country.

If conditions are not met, or if there is substantial deviation from budget, Sida may reclaim the
amount disbursed.

Agreement for delegated projects

A framework agreement was signed between |CRC and SRC on 18 February 2000. The
agreement is amended each year to vary the list of projects delegated to SRC and the amount to
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be funded that year. ICRC remains responsible for decisions ‘at the political level’, while the
national society is responsible for execution on terms and conditions that are jointly agreed
beforehand. On abduction risk, for instance, ICRC has a‘no ransom’ policy and requires
written acceptance of no liability on ICRC.

The national society provides the Project Manager and pays him/her directly. Such an
agreement gives more responsibility to the national society, while ICRC remains ultimately
responsible. SRC field staff has to make the same pledge of confidentiality as ICRC staff. They
are briefed by ICRC and may be given special training. The national society has to use the
|CRC emblem, not the national flag. The delegated project remains an ICRC project. The
division of responsibilities has to be clarified in each individual delegated project with respect
to the existing prerequisites and the context in the country concerned.

In contrast, abilateral project isanational society project, which is coordinated by ICRC. In
effect, ICRC lends its name and authority to the activity and ensures its proper coordination
with government authorities, other donors, NGOs, etc without taking any executive
responsibility. This encourages the national society to take full responsibility and to ‘learn by
doing’. The costs of a coordinated project are not brought into ICRC accounts.

7.3.2 Transfer of funds

In accordance with the main agreement, Sida transfers most of its contribution for the year
immediately on signature. According to ICRC Finance, the amount is limited to their needs for
the next 60 days. This helps ICRC balance its cash flows as income is usualy at itslowest level
at thistime of year (February), whereas expenditures are fairly constant. The balanceispaidin
November. At end October 2003, 65% of the 2003 pledges to ICRC (HQ + field) had been
paid. The predictability and certainty of receipt of these funds enables better planning by ICRC
and isamagjor factor in raising its efficiency and effectiveness.

|CRC makes transfers to national societies, for which the societies have to account in full, with
vouchers. In other words, the societies act as contractors or agents for ICRC, and their
expenditures are brought into ICRC accounts. The first advance to a national society isfor just
one month’s expenditure, and each subsequent advance is contingent on full accounting for the
previous advance.

Sidatransfers the contribution for delegated projects directly to Swedish Red Cross on signing
of the main agreement with ICRC.

7.3.3 Delegation

Authority to place order and spend Sida funds is delegated to ICRC project managers (budget
holders) in accordance with the budget. The system is working without problems.

For ‘ delegated projects’, national societies have implementing authority and responsibility. Out
of 27 delegated projects currently in operation, five are with the Swedish Red Cross (SRC)
Society. In fact, ICRC Delegations make many of the expenditures and SRC is billed monthly
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for reimbursement, plus 6.5% as a contribution to ICRC HQ management.” Thisis delegation
downwards followed by delegation upwards! If SRC has management responsibility and has
been transferred the funds at the start of the year, it should not be necessary for ICRC to
execute the payments and bill SRC for reimbursement. The ICRC roleis surely to useits
international and legal standing to provide greater security for the activities of such projects,
not to implement them.

7.3.4 Budget

The financial year starts 1 January. Annual planning begins in Sub-Delegations (branches of
country offices) the previous July/August. Plans and budgets are reviewed by each higher level,
consolidated and edited into two documents - Emergency Appeals (for the field offices) and
Headquarters Appeal, and finally approved by the Assembly in November. The Appeals
documents are issued in December to all States that are party to the Geneva Conventions, to the
Red Cross and Red Crescent national societies, supranational organizations (such as the EU),
and private donors. All contributions are voluntary, though the contributions for the HQ budget
(CHF 150 million in 2002) are assessed according to a formula based on ability to pay.
Governments provide the bulk of contributions (84% in 2002).

Thisfirst budget is based mainly on long-term developmental objectives. Additional budgets
(Budget Extension Appeals and Special Appeals) are issued in response to new conflicts and
new needs during the year, typically 3-4 ayear.

7.3.5 Accounting, reporting and follow up

Since 1999, there have been mgjor changes in the planning, budgeting, accounting and
reporting systems as part of the ‘Planning for Results' (PfR) initiative. The organisation is
changing from activity-based management to results-based management and from a self-
centred to a coordinated approach.

Income and expenditure is now classified over magjor programmes (protection, assistance,
preventive action, cooperation with national societies, and general) and 16 sub-programmes
and, within each programme/sub-programme, over 40 target groups. Each sub-programme for a
target group is called an ‘objective’. In 2003, there are said to be about 1,800 objectives. The
accounting system distinguishes between financial accounting (the figures for the annual
financial statements, which are on an accrual basis) and cost accounting (used for management
and donor reporting). The cost accounting activity takes expenses from the financial accounts
and allocates them to cost centres and cost units (objectives). Personnel and workplace costs
are charged to objectives according to the amount of time spent by key personnel on each
objective, as recorded on weekly time reports. Since 2001, |CRC has complied with
International Financial Reporting Standards, including the recognition of donation income at
thetime it is pledged. Cash assistance is distinguished from assistance in kind.

The following reports are produced from the management information system:

" The same 6.5 % is charged by HQ to all field operations, to make a contribution towards the cost of HQ services
to field operations.
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Weekly operational reports (internal)
Monthly statistics report (internal)(see details below)
Quarterly institutional report (wide internal distribution)

Mid-term Donor Reports (progress to end May, based on monthly statistics
reports and quarterly institutional reports), by geographic zone

Updates (short-term) and specia reports (more comprehensive and in depth) on
specific operations such as extension appeals

Updates on the ICRC'’ s financial situation (four ayear)

External auditor’ s financial review of operations, annually, by geographic zone,
about July

Annual reports including financia statements and audit report, about July.

For each country, there is a monthly financial report showing for each programme and
sub-programme: total expense for the year to date, afull-year extrapolation (at the same
monthly rate as the year to date), the full-year budget, and the implementing rate (full-year
extrapolation/full-year budget %). Users of the system can also drill down by target group,
by expense type or to individual transactions. This system appears to be working well.

A delegated project such as the Colombia Mobile Health Units has a set of standard
indicators for each sub-programme served (primary health care, secondary health care,
etc). The Project Manager reports quarterly through the ICRC Medical Coordinators to
External Resources Department and to SRC.

These standard reports are intended to meet 90% of the requirements of 90% of the donors.
They are included in the ICRC web extranet, which donors and other registered users can
access. A recent internal survey concluded that ICRC reporting is appropriate in quantity,
relevant to donor needs and that donors use it. Additional and ad hoc requirements are met by
special reports (oral and written), but these are expensive to produce and donors are encouraged
to accept the standard reports.

The financia reporting system and the performance reporting system have devel oped
independently. It is recognised that it is not yet possible for ICRC to relate costs to results
systematically, nor to compare efficiency or cost-effectiveness of similar activitiesin different
countries, except as a special exercise. The systematic integration of financial and performance
data (datawarehousing) is along-term goal. One step is the integration of logistics
(procurement) with the accounting system. Thisistargeted for end 2003.

7.3.6 Audits
ICRC hasfour levels of audit:
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1. All Delegations have to submit their accounts, reconciliation and vouchers
monthly to a Manila office, where they are 100% checked for conformity with the
Financial and Administrative Manual (FAM). Thisis a big operation (about 25
CPAs review some 40,000 transactions a month). The check isfor regularity
(compliance with procedures), not value for money. The FAM isregularly
updated: the last update was in October 2003.

2. A Financia Controller from HQ and four professional accountants from the
Manila office tour the country offices, coordinating with Internal Audit, to ensure
that procedures are being followed.

3. The Management Control (Internal Audit) Department carries out a continuous
audit of administrative and financia activities. Its scope covers HQ and field
delegations, and is has a well-defined mandate to reduce and manage fiduciary risk
within a COSO framework. Its powers of access to persons and documents are
sufficient, and its independence is unquestioned. The Chief Internal Auditor
attends all Assembly Council meetings and weekly Directorate meetings. She
reports to the Board and President on each audit, and to the Management Control
Commission (Audit Committee), with copies to the Director-General and
concerned Delegations for action. Mainly the Directorate with Internal Audit
collaboration undertakes special investigations. Internal audit recommendations
are respected and generally implemented. Internal Audit follows up on actions
taken. There are five full-time staff and an outsourcing budget that is equivalent to
additional two or three auditors. The annual audit programme is drawn up for a
period of three or four years and isrolled forward each year. This medium-term
framework isimportant as the Department can cover only 7-10 delegations a year
(out of atotal of 65). Big delegations are audited more often, and smaller ones less
often. According to the Chief Internal Auditor, this frequency of field auditsis
sufficient, and more emphasis shoul d be put on HQ where purchasing is
centralised. The high risk of irregularitiesin conflict areasis managed by the
Manila operation and the oversight controls mentioned in (1) and (2) above.

4. The externa auditor since 1998 is KPMG Geneva. The selection of auditor is
made by atender process. Audit has to be re-tendered every 10 years. The audit
normally covers the HQ and two or three delegations each year. All audit reports
go to the Management Control Commission (i.e. Audit Committee), then to the
Assembly. External audit reports are normally clean (no qualification, 2002 for
example).

8 Conclusions and Recommendations

8.1 Overall Assessment

The audit covers the following areas and procedures of management:
- Organisation
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- Management systems
- Financia management

For these various fields the management audit gives an analysis of the reliability and relevance
of the systems, together with a general assessment of reporting by the Swedish Red Cross to
Sidaand of communication within its own organisation. The analysis also includes the
organisational structure and dimensioning of headquartersin relation to its function and tasks.

Our conclusions can be summarised as follows. The management systems are relevant and
reliable, generally well developed, known to the personnel and applied in practice. Within the
Swedish Red Crossthereis high level of dedication and responsibility, coupled with both
formal and informal supportive structures. Aspiration level and workload are high. We believe
that the project particulars supplied to Sida provide a reasonable reflection of actual conditions
and can therefore be termed a good foundation for Sida s decision-making in the handling
process.

Detailed recommendations are given in the sub-sections in Chapter 5 in connection with the
analyses and will not be repeated here. However, in this chapter we will summarize our
analysis within some areas of significant importance.

The Swedish Red Cross has along and deeply rooted tradition of international activity, long-
term international cooperation, refugee assistance and disaster relief. The SRC has been
restructured in recent years, and in our belief the Swedish Red Crossisin the process of
creating an effective organisation, but with the present staffing level, vulnerability is high.
There is aneed for amore focused strategy and some changes when it comes to planning and
agreements between SRC and Sida.

Sida’ s basic view regarding the ownership of initiatives means that the partner is responsible
for implementation. Accordingly, the partner aso incurs administrative responsibility for the
control of activities. The purpose of the management auditsis to enable Sidato follow up the
ability of SRC to honour its contractual obligations towards Sida. In management auditing, the
analysis must focus on how the organisation works, by scrutinising routines and systems within
the organisation, which guarantee the dependability of work and reporting. Aswe seeit,
development work within the Swedish Red Cross ought above al to be aimed at shifting the
emphasis of work in favour of more follow-up, evaluation, impact analyses and dissemination
of experience. Thisissueis addressed in section 8.3.

The assignment also included visits to the headquarters of the International Red Cross and Red
Crescent Federation and the International Red Cross Committee. Where the external dimension
is concerned, we find the role, task and mandate of the Swedish Red Cross to be clearly
understood by international partners. The same goes for the cooperation between the ICRC and
the Federation. Internal interpretation of the mandate appears to be influenced by partly
different cultures having to cooperate within the holistic entity of international development
affairs, but acommon organisational culture now seems to be emerging, and moves are being
made towards a balance between the historical identity of these fields of activity and the
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wholeness of a common organisation for the RC/RC Movement. These issues are commented
on in section 8.4. However, we are not mandated to give specific recommendations in this

respect.

In addition to these broad issues we also have some conclusions and recommendations on two
specific questions that have emerged during the management audit. These issues will be
covered in the following sections:

Effects of the decentralisation process within the Federation and Sida (section 8.5)

Convergence between humanitarian relief and longer-term development (section 8.6)

8.2 Strategy, Planning and the Agreements

The administrative requirements for handling the demands in SRC’ s agreements with Sida for
Hum, ICRC and the Frame for Minor Emergencies are deemed appropriate and the application
process is deemed as functioning (see sub-section 5.3.1). A major problem identified aboveis
the existing budget process. The agreement periods are generally one year and span the period
from January 1 — December 31. It has been discussed to have applications for two years instead
of one year. Since Sida does not make its fina decision until May/June, SRC only has six to
seven months to use the funds. The extended administrative routines can thereby affect the
success of the projects. We recommend that Sida and SRC consider extending the agreement
period to three years. We suggest starting with atwo-year period 2005-2006 that is evaluated
before adecision is taken on an extension. We suggest that the two or three year planning
processisrolling.

We also suggest that Sida use the same time table asis being used for the so-called frame
organisations. That means the agreement would be signed in January instead of May/June. The
application from SRC would then have to be submitted to Sida earlier than at present. Since the
appeals are planned to be on athree-year basisin the future, it will be possibleto find an
aternative timetable.

An alternative would be keeping the one year agreements but changing the effective dates to
July 1 —June 30. Thiswould give SRC 12 months to use the Sida funds as opposed to the six to
seven months they have today. A problem with this solution isthat Sida’ s budget is allocated
for acalendar year. Therefore we recommend an extension of the agreement to two years to
start with and then three years after an evaluation of the lessons of experience in the first two-
year period.

We also suggest that SRC retain some unallocated resources for so-called coordinated bilateral
assistance. The model could be similar to the existing one for disasters.

The draft framework agreement between Sida and SRC has not been signed yet. We suggest it
to be signed.
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Recommendations:

Sida and SRC should sign the framework agreement between the organizations

Sidaand SRC should extend the agreement period to a two-year period (2005-2006)
and that thisis evaluated before a decision is taken on an extension to three years
The agreement should be based on arolling two- or three-year planning process

Sida and SRC should use the same timetable as is used for frame organisations

The agreement should include unallocated resources for so-called coordinated bilateral
assistance.

8.3 Impact Reporting

8.3.1 The Feder ation

In the past, Sida has criticised the lack of results evaluation and of organisational learning
from the Federation programmes™. In 2002, two important documents were issued - an
Operational Framework for Evaluation and a Handbook for Monitoring and Evaluation.
Since then the Project Planning Process, based on the Logical Framework Approach, has
included better specification of project impacts, both in programme budgets, and in
monitoring and evaluation systems. For instance, whereasin 1998, an appeals project
description would specify the output and perhaps the number of potential beneficiaries, a
2002 project would go further and relate this to the extent of the underlying problem and
state the expected impact on its solution. Narrative reportsin 2003 include in some cases
actual impacts.

There are practical limitations. Outputs are relatively monitorable and fair measures of the
performance of programme managers, whereas outcomes, results and impacts are less
easily measured. Also, the latter indicators are often difficult to relate to the corresponding
resource inputs, and they are more subject to exogenous and uncontrollable factors such as
changes in the operational environment. They are used more for programme evaluation
than programme monitoring.

The Federation has issued guidelines and * style sheets' for reporting inpacts of
operations. These include a commentary on the impact of the operation. Thereis still a
good deal of confusion of impacts with outputs, and insufficient baseline data, but the
revised Project Planning Process defines * expected results’, and there is an ongoing
training programme in the new strategy and policies that is expected to bear fruit from
2005.

" Minnesanteckningar frén &rsméte Sida— Svenska Rida Korset den 30 oktober 2002.

Professional Management AB lllervagen 27, SE-187 35 Taby, Sweden,
telephone +46 8 792 38 28, fax +46 8 768 19 29,
e.mail svensson@professionalmanagement.se website www.professionalmanagement.se



Management Audit of the Swedish Red Cross 83

It is observed that thereisless money available for programmes that have less measurable
impacts, such as NS capacity building. Though there are exceptions such as the Nordic
countries and Canada, donors tend to prefer to fund programmes such as health, where
impacts are more measurable.

8.3.2 An example on reporting’®

In Appendix IX we have used the same example as in the discussion on the effects on
decentralisation. Thisis not because we regard this example as a bad one; on the contrary is far
above average. It is obvious from that example that there is a wide gap between the detailed
description of activities and lack of concretisation when it comes to monitoring and evaluation.

8.3.3 Improvements of impact reporting’’

Impact reporting has been focused in the discussions between Sida and SRC”. Therefore our
conclusion isthat there is a need for clarification on the terminology used by the different
partiesin order to gain a better understanding on how the impact reporting should be further
developed. Consequently we have chosen to elaborate more in detail on thisissue in our report
in order to present more concrete recommendations.

The reporting from SRC to Sidais to a high degree based on the reports from the Federation.
SRC hasinitiated improvements in the reporting in several ways:

SRC hasinitiated a special project at the Secretariat to improve monitoring and
evaluation, supported by Sida

Seminars on monitoring and evaluation with participation from the Federation, SRC and
Sida

SRCs and Sida s participation in TAG, with the aim of further development of
indicators for measuring effects of support to capacity development

In our opinion there have been improvements in the reporting from SRC to Sida. However,
there seems to be some ambiguity when it comes to what kind of impact reporting Sida wants
to have and what is possible to measure.

The negative aspect of the chosen approach (see sub-section 5.2.2) is that the great scopes of
programme results are difficult to summarize in away that fully reflects the totality. Therefore
SRC has made an effort to improve the Regional Overviews where the organisation captures
and analyses the effects and results of the programmes at national and regional levels.

IFRC Apped 2002-2003 SOUTHERN AFRICA (Appea 01.16/2002)

The discussion is built upon some of Arne Svensson’s books on Results Based Management (1989, 1993 and 1997), Sida’s
material on LFA, IFRC's Handbook for Monitoring and Evaluation (First Edition, October 2002) and OECD/DAC' s review of
experience (2000). There are different perspectives of impact assessment depending on purpose. DFID are now introducing a
‘Multilateral Effectiveness Checklist’. Learning networks such as ALNAP have shared alot of experience on impact anaysis.

See for example ALNAP Annual Reviews 2002 and 2003.
"8 Protokoll SRK-Sida &sméte 30 oktober 2001
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Our understanding is that there are two main problems in the impact reporting:

1. Onwhat level should the impacts be reported to Sida (project level, programme level,
country level, regional level and/or global level)?

2. What kind of impacts should be reported to Sida (process indicators, output indicators,
outcome indicators and/or impact indicators)?

In Appendix X we have discussed results based management at different organizational levels,
performance measurement at the project level, project hierarchy levels and types of indicators.

Thisterminology provides the structure around which performance measures or indicators can
be constructed. Different types of indicators correspond to each level of the hierarchy.

Indicators on an aggregated (programme) level are generally conceptualised as long-term and
significant sector or sub-sector development results. Development objectives differ primarily in
perspective as they are viewed more explicitly as the consequence of multiple intermediate
outcomes resulting from many different sets of project activities rather than from the
perspective of one project. Intermediate outcome indicators on an aggregated level are similar
in concept to outcomes from a project but are much more comprehensive. They are inclusive of
al outputs from all projects and non-project activities, grouped according to the intermediate
outcomes to which they contribute.

More attention should be given to developing good intermediate outcome indicators that are
beyond outputs but still can be linked to individual project activities/contributions. A number of
levels of intermediate outcomes between outputs and ultimate impact may be needed to
adequately demonstrate and measure the cause-and-effect chain.

While taking a comprehensive approach isthe ideal, it may create practical difficulties, in terms
of keeping M & E reasonably simple. It is necessary to be clear what is the purpose of the
impact assessment — will it be used as a monitoring and accountability instrument or alearning
tool. Any monitoring/evaluation visits should tie into existing reporting and monitoring
expected from the NS rather than add another layer of work for them. In our opinion, the
Federation and thus SRC have the tools for impact reporting, but do not use them in a targeted

way.

Recommendations:
SRC should further develop its capacity to analyse the impact of different programmes
in order to transfer resources to the most effective programmes

Sida and SRC should meet and agree on the concrete level of impact reporting

In the impact reporting to Sida, in most cases the intermediate outcomes should be
focused
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SRC should advocate a more clear project/programme structure within the Federation

Impact reporting should be structured in accordance with such a framework on project,
programme and global levels.

8.4 Harmonisation Process of the ICRC and the Federation

The International Red Cross and Red Crescent Movement is afamily, comprising the
ICRC, the Federation and 179 national societies. Asin all families, there are tensions
among the members, especially between the ICRC and the Federation, due to overlapping
mandates and overlapping sources of funds. For instance, all components of the
Movement, including the ICRC through its cooperation work, are involved in capacity
building and organisational development of national societies. In addition, the PNS
maintains permanent capacity to act internationally, said to involve 50-100 persons,
regional offices, etc. ‘“Much of this takes place in an uncoordinated manner and without an
agreed framework and methodology’.” The ICRC provides information, technical advice
and material support to national societies on which it spent CHF 60.4 million in 2002,
while the Federation contributed CHF 11.1 million for similar purposes. Data for the PNS
are not available.

There are also duplicated structures and facilities: the ICRC has 90 regional and country
offices, while the Federation has 78. Most of these offices are not shared between the
Federation and ICRC or with national societies®

These tensions, exacerbated in some countries by the failure of representatives to work
together harmoniously, have led to a greater focus on the Movement as awhole.
According to a recent report on Norwegian humanitarian assistance, these problems of
overlap and lack of clarity and consistency in roles and approaches could become athing
of the past if a Movement-wide strategy were adopted.

The Council of Delegates has concerned itself with the overall strategy of the Movement since
1991. Since 1995, strategic thinking has increasingly focused on cooperation among the
Movement’ s components. The first concrete result was the Seville Agreement of 1997.
Broadly, this has alocated responsibilities as shown in exhibit 3 below.

™ Strategy for the International Red Cross and Red Crescent Movement (2001) p.13.
8 |n some cases, of course, avisible separation of the componentsistactically useful in dealing with governments
and/or opposition groups.
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Exhibit 3 The Seville Agreement

ICRC The Federation Secr etariat

Lead agency In conflict situations Post-conflict, and in emergency
and disaster situationsin
peacetime needing more
resources than the national
society can provide

Lead roles Dissemination of Development of national
(acknowledged international soci eties (see below)
areas of special humanitarian law

competence)

Although they share the same principles, all components of the Movement are independent of
each other. Each hasits own individual status. The 1999 Council of Delegates requested the
Standing Commission to set up a Working Group, comprising representatives of all
components of the Movement, to develop the overall Strategy for the Movement. The Council
of Delegates approved a Strategy in November 2001 and called on all components of the
Movement to implement it and submit reports every two years to the Federation Secretariat for
joint analysis by the Secretariat and the ICRC. The following Movement mission statement
may be compared with the separate mission statements of the components:

To prevent and alleviate human suffering wherever it may be found, to protect life and health
And ensure respect for the human being, in particular in times of armed conflict and other
Emergencies, to work for the prevention of disease and for the promotion of health and welfare,
To encourage voluntary service and a constant readiness to give help by the members of the
Movement and a universal sense of solidarity towards all those in need of its protection and
assistance.

National societiesinclude ‘ participating national societies (PNS, those in the richer
countries that participate in operations in other countries) and ‘ operating retional
societies (ONS). The strengthening of ONS is a common objective of the ICRC and the
Federation, in which the Federation has the lead role. A good example of ICRC/the
Federation harmonisation (cooperation) isapilot project in Latin America and the
Caribbean. At ameeting in Panamain March 2002, the respective organisations agreed on
areas of joint diagnosis, operations programming, monitoring and logistics. It was agreed
also that the development plans of ONS and national Cooperation Agreement Strategies
would be the basis for all ICRC and the Federation interventions so as to promote nationa
ownership. A plan of action was agreed and is being followed.

There are also other efforts taken in order to harmonise the work, e.g.:
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SMM - Senior Management Mesting of the International Federation and the ICRC -
meeting once a month to discuss important issues of common interest to both
institutions.

The only joint ICRC/the Federation appeal so far was for the Balkans. According
to ICRC, there was a‘mi smatch’ of reporting.

Evaluation is also being harmonised. The Evaluation Unit of the Federation’s
Monitoring and Evaluation Division works closaly with its counterpartsin the
ICRC, PNS and ONS.

Recommendation:

SRC should take alead role in advocating the harmonisation process

8.5 Effects of Decentralisation
8.5.1 Sida’ s decentralization process

Sida’svision is to create an optimal balance between an empowered and strengthened field
organisation and a supportive organisation at headquarters. More authority will be delegated to
the field. Sidawill accordingly be an organisation with a strong field, in terms of resources and
decision-making powers. According to the action Plan of the Field Vision, the issue of
changing roles should be dealt with in a process-oriented way®. In a Synthesis Report the
Action Program Secretariat and the Steering Group highlights issues, which needs further
investigation and emphasis®?. Among others employees, both in Stockholm and the field, note a
lack of clarity in basic responsibilities, division of work and roles.

Sida’ s decentralization process had an impact on SRC programming in 2002, in particular in
the area of HIV/AIDS. SRC maintains its mainstreamed approach to HIV/AIDS programming,
where capacity building such as volunteer management and coaching are integral components
of the activities. The regionalisation of Sida’s HIV/AIDS funds for Africaled to separate
applications for some of the components of HIV/AIDS programmes in the Southern Africa
region. An agreement was signed in December 2002 between Sida/L usaka and the SRC.

The SRC has been one of the main partnersin the Federation scaling up of HIV/AIDS
interventions. The SRC has been involved in working together with the Federation to develop
policies and guidelines in how to work with HIV/AIDS. This can be clearly seen in the country
and regional reports.

When Sida decentralises the issues of HIV/AIDS it is natural to establish contacts on regional
level with the Federation’s secretariat. On the other hand this means a lot of changesin the
established financial and reporting processes with potentially significant impact for the partners

8l Sida: A Commission on Future Roles and Division of Work, March 2003.
8 Sida: Field Vision. A Strengthened Field Orientation. Achievements and issues for consideration (Nov 2003)
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involved, as seen in sub-section 6.4.2. However, asindicated in the first paragraph it is at this
stage not possible to come up with a clear recommendation on new processes for SRC, the
Federation and Sida/SEK A without taking into consideration the (unknown) result of the
internal process within Sida steered by the Field Vision. Furthermore, Sidas Department for
Evaluation and Internal Audit will make areview of the implementation of the Field Vision
during spring 2004. The experiences made in Southern Africa should be used to discuss the
future division of responsibilitieswithin Sida.

Recommendation:
The experiences indicated in this sub-section should be used to discuss the future
division of responsibilities within Sida
If Sida choose to commence field studies as recommended in sub-section 6.3.2 one of
the studies should focus on the issues highlighted in this sub-section

8.5.2 The decentralisation process within the Federation Secretariat

NS ownership of the process isimportant, with the NS rather than the Secretariat leading
the assessment, planning, implementation, monitoring and reporting phases of any
capacity building programme. However, thiswill be balanced with appropriate
Federation support to “accompany” or guide the NS through the process. It isalso
important that the NS gains the capacity to “coordinate” and if necessary redirect donor
interest™,

The Federation is in the process of transferring resources and personnel to its regional
delegations. From January 2003, it has established the Delhi Regional Office and Harare
Regional Office. During 2003 there has been a lot of discussionson Sida are considering
transferring funds (SEK 30 million over five years) direct to these offices.

The Fundamental Principles and Statutes of the International Red Cross and Red Crescent
Movement, the decisions of the General Assembly of the Federation and resolutions of the
International Conference are applicablein all circumstances. The Agreement on the
Organization of the International Activities of the Components of the Movement signed in
November 1997 (Seville Agreement) is always used as areference for international activities
requiring coordination among various components of the Movement. The Federation’s
Development and Development Cooperation Policies, as well as the Federation Policies and
Strategies, are an integral part of all agreements and should be respected by the partners.

The HBC project in Southern Africa, described in sub-section 6.4, is an interesting exampl e of
the consequences of decentralisation within the Federation and/or within Sida. The SRC has
been and is one of the main contributors to the Southern Africa programmes and activities as
presented in the annual Appeals of the International Federation, since the late eighties. Through
bilateral cooperation with National Societiesin the region (e.g. Angola, South Africa,

8 DFID has worked with IFRC to look at new ways of working in a decentralised setting
through its Action Research project. See evaluation of DFID/IFRC partnership, %2.
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Zimbabwe) and multilateral support to Federation operations, both at national (e.g. Angola,
Mozambiqgue) and regional level, the SRC support has and will continue to be important in the
development of the RC structures in the region.

The Federation Regional Delegation in Harare provides technical, programmatic and
managerial support to the National Societies and coordinates with the Secretariat in Genevain
terms of other technical and administrative support of the project.

The project isregulated by
An agreement between SRC and Sida

An MoU between SRC and the Federation

The Objectives, Indicators etc in the Logical Framework for the project are based on the
Federation Appeal for the region, where HIV/AIDSis a component of the Health Care
Programme.

The Federation is reimbursed SEK 6,000,000 annually directly from Sida, despite the fact that
the agreement is between SRC and Sida. Out of the six million SEK, the Federation shall pay
SRC 7,5 %.

SRC has the responsibility for reporting to Sida. SRC is aso supposed to pay back accrued
interest to Sida, but the Federation has the money (and the Federation is not calculating accured
interest as shown in sub-section 6.3.1). SRC is not invited to the meetings between Sida, the
Dutch government and the Irish Government.

In 2002, financial support from SRC represented some 20% of the total support towards
regional programmes and activities in Southern Africa. Looking at the support to Mozambique
programmes, the percentage is higher and, additionally, the SRC was the sole multilateral
donor towards the HIV/AIDS activities in that country. This included a delegate who played an
important role in the devel opment of the Regional HIV/AIDS project (HBC). Faithfully
supporting the International Federation in a multilateral way, the SRC will sustain availability
of programme support.

With a broad experience of, and continued preparedness, to work in the field (e.g. through SRC
delegates), and considerable knowledge of development cooperation issues and challengesin
general the SRC continues to work in strengthening the work of the Federation and its regional
delegations.

Through active participation in the work of the Federation Delegations in the region, by future
SRC delegates and short missions with facilitators in regional or national workshops,
assessments etc., the SRC will further enhance the Federation Capacity Building of the NS.

Furthermore, the SRC is actively engaged in the Red Cross Movement development of policies
and programmes in the area of Health, including Water and Sanitation and HIV/AIDS. This
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engagement, and the SRC long time and continued support towards all regional programmes
(Disaster Management, Organisational Development, Health and Care), promote integration of
the programmes and activities to the benefit of NS capacities to work with and assist the most
vulnerable.

Currently the SRC plays an active and important role, at technical aswell as on policy level,
when the Federation and the NS in the region explore and consider the issue of Antiretroviral
drugs.

In addition, the SRC works as an active advocate within the Swedish community through
advocacy work, fund-raising campaigns, work with HIV/AIDS and its network of members and
volunteers, thereby linking the Swedish community to the international community. Hence the
SRC, in an important way, continuously contributes to the willingness/interest of the Swedish
people to support international cooperation.

Based on the above, according to the Federation, it isin the best interest of the HBC Project
that the administrative contribution of the Sida funds be used by the SRC, thus enabling the
SRC to retain the high standard and level of support to NS and to the Federation Secretariat,
first and foremost in the Southern Africa Region. This agreement on values and approaches
augurs well for the parallel decentralisation of Sida and the Federation. It will increase contacts
and effectiveness at the regional and country levels.

Regional cooperation and regional coordination and management are essential if the movement
isto work together effectively with well-coordinated activities and plans for the region. This
will avoid overlap and will increase coverage and impact in order to serve the most vulnerable
most effectively. The regional office will hence aim to strengthen the SAPRCS cooperation.
The regional office will aim to introduce simple and context-adapted monitoring and evaluation
systemsto alow for the measuring of impact and coverage of programmes that are otherwise
difficult to measure such as for instance HIV/AIDS.

In our interviews it has been strongly emphasised that field visits should be included in
the management audit. India has been suggested for studying the relation between the NS
and the Federationfield structures and how these might be affected by decentralisation
and initiative like the one on HIV/Aidsin New Delhi.

Recommendation:
Sida should include afield study in a second phase of the management audit for
studying the relation between the NS and the Federation field structures and how these
might be affected by decentralisation and initiative like the one on HIV/Aids in New
Delhi.

The experiences made in this particular case should be used to broaden the discussion
between SRC and Sida regarding future cooperation.
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8.5.3 Multilateral, bilateral and coordinated bilateral support

As noted in sub-section 5.1.2, 95 % of SRC’ s support within the Federation is multilateral. Out
of the total budget for international activities, 25 % goes to the Federation' s field structure and
the Secretariat. SRC isone of the few PNS that can address asignificant part of its support to
this kind of needs.

High levels of uncoordinated PNS support have caused problems. It isvital to improve
Movement coordination in relation to NS development. This includes improving links to
existing mechanisms such as CAS and harmonised planning between the Federation and the
ICRC in the early stages. It also raises a challenge to ensure PNS work within and contribute
to an agreed capacity building framework when working in a particular country. PNSin

country can often be a cost to a NS without any return on the investment in their core costs or
capacity building. Suggestions included setting up capacity building task forcesin country,
issuing capacity building guidelinesto “incoming” PNS and preparing a case study showing the
value to al partners of coordinated support to NS capacity building.

The issue of multilateral or bilateral support has been discussed for decades within the
Movement. More recently has coordinated bilateral support come into focus.

Exhibit 4 Bilateral Approach

. It is quite easy to understand the difference in impact and
processes between bilateral and multilateral support. Exhibit 4
shows four PNS supporting four ONS bilaterally and exhibit 5
shows the same multilaterally. It is obvious that the bilateral
approach has prerequisites to be more cost-effective as such if
only one project is measured and only the direct results of this
project is taken into account. The question is how to measure the
added value of the increased opportunities for intuitional learning
that are built in the multilateral approach.

loLo1c]
@®®@

Exhibit 5 Multilateral Approach

PNS1 PNS 2 PNS3 PNS4 FED
S
ONS1
ONS?2
ONS3
ONS4
FED S

8 See evaluation of DFID/IFRC partnership, 1/02
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There seems to be more ambiguity inthe concept of coordinated bilateral support. Exhibit 6
shows one approach of what may be called coordinated bilateral support and exhibit 7 another.
In both cases the coordination is bilateral, involving more than one PNS and one or severd
ONS.

Exhibit 6 Coordinated Bilateral Approach (1)

Exhibit 8 shows one approach of what may be called coordinated bilateral support where the
Federation has a specified supporting role. However, there are different definitions of the word
coordination.
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The future structure of the Federation support on regional and country level isimportant for the
discussions on the level(s) of cooperation between SRC and Sida. In the coordinated bilateral
approach the federal functional and technical capacity will be used, even if aNS will manage
the project and the responsible for the impact.

Recommendations:

SRC should further develop its capacity to contribute to the devel opment of the RC/RC
Movement

SRC should take alead role in devel oping concrete concepts for so-called coordinated
bilateral support

SRC should further develop its work horizontally to define its role towards other
organisationson local level in ONS

Sida should support a project on developing concrete concepts for so-called coordinated
bilateral support

8.5.4 Administration fees

A special issue to be addressed in this context is the size of administration fees and who is
entitled to the fee.

According to Sida Guidelines for Humanitarian Relief the administration fee islimited to a
maximum of 5%. When the responsibility for the agreements with SRC was transferred within
Sidato SEKA/HUM it was decided that SRC was allowed to still have an administration fee of
8 % as before when another department was responsible for the contacts. It was agreed that this
higher administration fee should also cover some additional commitments, e.g. the comments
on ICRC Appedls.

The administration fee of the Secretariat has decreased from 11 to 6,5 %.

When it comes to the HIV/Aids programme in Southern Africathe administration fee from
Sidato SRCis 7,5 %. Then 6,5 % istransferred to the Federation.

Recommendation:

The administration fee should be based on added value in each case
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8.6 Convergence between Humanitarian Relief and Longer-term
Development

Originally both humanitarian and development representatives had been envisaged as attending
TAG but this has not materialised. The TAG has encouraged the Federation to consider how to
best engage in a coherent manner with both arms of government. 1t is equally important that
donor governments show greater coherence between their humanitarian and devel opment
agendas and funding®.

Much progress has been made to improve coherence between the Federationand ICRC through
the Strategy for the Movement and harmonised planning. However, the ideas have to be better
realised and demonstrated.

Disaster preparedness

The Federation has pointed out how some dramatic and sometimes politically interesting
disasters tend to draw the attention of the media and the big donors®. But most disasters have
aslow onset, they tend to have along life span and they also tend to be forgotten long before
the community has recovered. Sida and some other international aid agencies, have stressed
the need to include rehabilitation already in the initial phase of a disaster response. The RC/RC
Movement is responding to this need e.g. by including the building of capacity at all levels
within the Movement.

DP covers numerous aspects, from the various community-based cooperation subjects and local
empowerment issues, over a huge number of international accountability and quality initiatives,
to planning and advocacy on regional and international level.. However, thereisalready aclear
need for improved back-up and a diversified funding base, enabling the Movement to create a
sound and focused agenda for DP and related work. Together, the health, DP and

organizational development (OD) departments at the Federation are developing a platform for
an expanded RC/RC interface towards sustainable development. This push towards multi-
sector, horizontal engagements is clearly visible in a number of programmes, though it may not
yet be organically reflected in the Federation’s policies, strategies and organisation.

OD/Capacity Building

The mission stated in Strategy 2010 is to improve the lives of vulnerable people by mobilising
the power of humanity. According to the new Capacity Building Framework the purpose of the
Federation Secretariat’ s support to NS capacity building isto help NS better realise their
potential to make a difference to the lives of vulnerable people. The understanding that a desire
to change and develop must come from the NS themselves has also taken a much better hold on
the work of the Federation in general. This pertains particularly to issues of OD and fits very
well with Strategy 2010’ s clear expression that contributions shall be aligned with the NS's
priorities and interventions tailor-made on a case-by-case basis. Programming based on conflict
impact assessments is gaining ground within the Federation as well asin many other

® |ntegrating humanitarian assistance into the DAC peer review system was one of the initiatives to come out of the Stockholm
Good Donorship Conference.
% The World Disaster Report
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organisations. The Local Capacities for Peace/” Do No Harm” initiative aims at reducing the
negative impact of aid delivered in a conflict situation by proper programming. The SRC is one
of the Secretariat’s most reliable partnersin capacity building together with the British and
Finnish Red Cross Societies. In line with its International Strategy the SRC continues to
support the global programmes for OD and the Capacity Building Fund. The SRC also supports
the regional OD programmesin 11 regions. Many important features of the stronger capacity-
building approach appear in the Regiona Overviews. The SRC has made significant multi-
level contributions to developing overall strategies for implementing Better Programming
Initiative (BPI) and is represented in the steering group for BPI. A current objective of this
group is safeguarding the inclusion of the BPI framework into Federation genera

programming.

If the BPI framework integrated in the programme planning process together with other tools
such as the Sphere standards, Vulnerability and Capacity Assessments (VCA), and the Reach
Out concept, it is an effective instrument also for improving quality improvement and control.
Work isin progress within SRC and the Federation as awhol e to incorporate these awareness-
raising, quality-enhancing toolsin project planning aswell asin training in disaster
management/assessment and in the basic training courses for del egates.

The approach of capacity building support is dual:

1. Capacity building is defined as the wider concept and as activities strengthening capacities
within programmes in the four core areas e g:
Investing in people, such as programme managers and volunteers, through, for instance,
training and on the job coaching.
Identifying areas where systems and structures linked to respective programmes can be
improved, such as logistics and volunteer management.
Contributing to or triggering more far-reaching overall organisational change.

2. OD isthe support to a systematic and strategically planned overall organisational change
process. Support in this area aims to evolve more effective, viable, autonomous and legitimate
organisations.

LISA has benefited from methodol ogies developed in the OD Department in the Federation
Secretariat. Some of them have been redesigned and adapted to local capacity building needs
both in Sweden and in the partner NS, including CAPI to measure local development. We
suggest that SRC allocate an amount of at least 20% in every programme for OD/capacity
building. However, OD and capacity building require clear objectivesto deliver and report on.

Recommendations:
SRC and the Federation should work on developing simple, common indicators of
capacity building that could be used by everyone. The CBF could continue to play an
important role in developing and testing these indicators.

SRC and Sida should discuss the possibility of making a joint pledge with joint
approaches on capacity building with both the humanitarian and development arms
of Sida
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