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MANAGEMENT Response

DFAT welcomes the findings of the review of facilities in Australia’s aid program. DFAT commissioned a facilities review to ensure they are meeting objectives.  We are always looking to strengthen our programs so Australian aid dollars achieve the highest possible impact. 
The review was independent and part of our rigorous assessment processes. It was commissioned as an internal report to be used for continuous improvement of systems and processes, using a sample of six facilities. We currently have 22 facilities out of a portfolio of over 900 programs, accounting for just under six per cent of DFAT’s total aid budget in 2016-17.   
The review found facilities are a highly relevant model for effectively delivering Australian aid. Facilities enable a flexible, adaptive and responsive link between technical and political engagement to optimise the impact of aid.   The review found that facilities are achieving results on the ground in a range of countries where we have larger aid programs (from Indonesia, to Timor Leste and Solomon Islands). The review noted that there have been administrative savings. Efficiencies have been achieved by reducing overhead costs, vehicle fleets and project transaction costs. Some facilities have consolidated smaller aid projects, which has helped to meet the aid program’s strategic target to reduce the number of individual aid investments by 20 per cent.  
The review provides valuable lessons to inform current, planned and future aid programs. DFAT accepts there is scope to further improve how we design and implement facilities, and work is ongoing to improve our management of facilities to enhance their benefits. DFAT agrees with the seven recommendations made by the reviewer. Indeed, we had identified similar issues ourselves and begun acting on them.  
For example, one of the reforms initiated by DFAT has been the establishment of an Aid Governance Board to oversee the aid program, including all high risk, high value aid investments and new facilities. Another is to trial the appointment of senior responsible officers to strengthen accountability and management of selected high risk investments. DFAT also recently issued new approval instructions for aid investments, reinforcing the accountability and quality of our aid program. DFAT is also responding to this review by updating the aid programming guide, improving guidance and templates, systems, standardised reporting, and training for staff. 
Aid delivered through facilities is subject to the same rigorous quality assurance, procurement and performance review processes as other aid programs. Those not performing satisfactorily are required to develop a remediation plan, overseen by a senior officer. It should be noted that there are no underperforming facilities at the time of writing (in 2017-18). To continue to strengthen performance and evidence-based decision making, independent monitoring and evaluation will be introduced on an ongoing basis for all facilities. Finally, this review will have follow up mechanisms such as an internal action plan. The Office of Development Effectiveness (ODE) will undertake an evaluation of a selected set of facilities to be published in 2020. 


August 2018

	Recommendation
	Response 

	Recommendation 1: Facility effectiveness – DFAT should develop corporate (systematic) approaches to ensure that:
(a) The performance of the facility itself is assessed as a delivery mechanism, to examine effectiveness claims around coherence, value for money, adaptiveness and responsiveness in particular – A high level M&E specialist could be engaged to develop some common performance measures to this end.
(b) DFAT assesses the effects of a facility on DFAT’s own roles and resources i.e., internal efficiencies, effectiveness and value-adding from use of a facility.
DFAT draws on independent quality assurance expertise for all complex facilities (e.g., technical advisory groups or M&E advisers).
	Agree
DFAT will continue to strengthen its internal systems, guidance and processes to enhance the performance, monitoring and evaluation of facilities (and other large flexible programs), and capture efficiencies and effectiveness. 
All facilities will have continuous independent monitoring and evaluation measures in place.   
The Office of Development Effectiveness (ODE) will undertake an evaluation of selected set of facilities to be published in 2020.

	Recommendation 2: Facility efficiency – DFAT must develop a robust evidence base for facility management efficiency expectations and claims:
(a) At minimum, through the specification of at least some common data collection requirements to enable efficiency to be assessed methodically and comparatively in future. This needs to be accompanied by definitional guidance to ensure costs are categorised similarly across initiatives.  
If resources are available, there would also be value in undertaking a serious review of current facility efficiency claims to: resolve inconsistencies in quantitative data; factor in any context-specific reasons for anomalies; ensure cross-facility observations are indeed comparable; and determine whether they are indeed yielding tangible savings of any sort. This would be a forensic exercise in data collection and scrutiny, requiring the active support and engagement of head contractors.
	Agree
DFAT will revise contracting, reporting and financial information templates to better assess the efficiency of facilities.  
DFAT will undertake a review of facility costings to inform future templates for tenders to be able to more effectively assess efficiency going forward.


	Recommendation 3: Staff capabilities – DFAT must broaden and deepen its internal development expertise if it wishes to manage large, complex and flexible initiatives effectively and assure high quality aid policy development, strategic programming and effective aid delivery that is founded on effective policy dialogue. This will take time. 
(a) For the longer-term, an Executive-led ‘blueprint’ should be developed and implemented. 
In the interim:
(b) Facility management must be put in the hands of DFAT staff with the highest level of development and management expertise available. 
(c) Consider identifying a single responsible officer for each facility, to clarify lines of communication and decision-making for partner governments and contractors.

(d) To strengthen policy dialogue capability, incorporate expectations and requirements for external partnership (policy dialogue, engagement) into internal DFAT performance appraisal systems (for country/regional programs, work teams and individual staff) – this should be backed up with mentoring, guidance notes and possibly some formal training.
Resource the Contracting and Aid Management Division (ACD) to increase its technical and mentoring support and development of guidance notes on best practice approaches.
	Agree
DFAT intends to implement all measures recommended and has already been working on many of the issues raised. DFAT will continue to strengthen the overall international development capability within the Department. A ‘Workforce Plan – International Development’ has been developed and is being implemented through a task group. 



	Recommendation 4: Internal systems and processes – Drawing on lessons learned by current facilities, including some of the ‘best practice’ solutions they have come up with, DFAT should further refine its design, peer review, tendering, contracting and approval processes to ensure, in particular: 
(a) Role clarity – DFAT and contractor roles are clear, appropriate (distinct but complementary) and documented as early as possible in the development of a facility initiative. 
(b) Realistic planning – Inception phases and their timeframes for achieving expected outcomes are designed realistically and to minimise unnecessary or unforeseen problems during inception – in the past they have been extremely ambitious and have, more often than not, proven unachievable. 
(c) Adequate resourcing – Facility management is adequately resourced by contractors, including with active head office back-up during inception and as ‘surge’ capacity thereafter – implementation of 4(b) above will make it easier for DFAT to require this of bidders and to assess tender proposals.
Accountability – appropriate accountabilities are in place and observed by DFAT staff.
	Agree
DFAT will retain its current principle-based guidance and quality assurance approach. DFAT will refresh its guidance, templates and processes for facilities, with a focus on role clarity, realistic planning, resourcing and accountability, by end 2018. DFAT will reinforce these key points in ‘managing design’, and ‘monitoring and evaluation’ training. 



	Recommendation 5: Information quality – ACD should prioritise (and be resourced for) the provision of expertise and support aimed at improving the quality and consistency of information provided in a range of key documents, to inform optimal decision-making. The recently-released guidance note on facility investments is an important first step. Support for its implementation should include developing over time: standard templates that introduce some key minimum requirements; and documented guidance on facility programming and management lessons that is readily accessible to all staff. At present a lot of valuable information is buried in many documents. 
	Agree
DFAT is currently enhancing its templates and guidance to improve the quality of information in documents. DFAT is updating its Aid Programming Guide and design guidance by September 2018. Internal guidance notes and templates will now be available publically.
DFAT will improve the collection of information from and about facilities, and share findings and lessons across program areas through internal networks, intranet pages, training and internal seminars.


	Recommendation 6: Flexibility and coherence – DFAT must take steps to ensure that these are actively managed, including through facility governance arrangements, transparent decision-making criteria, clear performance expectations and assumptions, realistic budgeting and active engagement and monitoring by DFAT posted staff.

	Agree
As addressed in other responses, DFAT will continue to ensure facilities are actively managed through inclusive governance, clear performance expectations, realistic budgeting, and active engagement and monitoring by DFAT staff.
DFAT guidance will prioritise partnership brokering, policy dialogue and participatory governance as key elements of successful facility management.

	Recommendation 7: Defining a facility – DFAT should develop and adopt a clear and simple definition that distinguishes a facility from other flexible delivery mechanisms, along the lines of that used for this review. Doing this will eliminate current confusion about what a facility is, when to use it, and what it is expected to achieve; and it will help put clearer parameters around how facility success is measured in future.
	Achieved
DFAT has released a detailed Facilities Guidance Note that assists staff with definitions, features, challenges and expectations of facilities as an aid modality. 
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