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Nothing Ventured, Nothing Gained continued from page 15
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Glass factory in Hebron.

l	 Fifteen new markets entered, on five continents;

l	 Seven products improved, including three interna-
tionally certified (organic, fire safety, and bioequiv-
alence, a pharmaceutical standard); and

l	 Five new products developed.

FNMD builds on the experience of other match-
ing grants schemes in the region, in particular the 
World Bank-initiated Fond d’Access aux Marches 
d’Exportation (FAMEX) Project in Tunisia. However, 
DAI has already distilled a few lessons specific to the 
Palestinian context. In addition to the need for vigor-
ous outreach noted above, we have found that the 
inexperience of most FNMD clients requires the facility 
to focus intently on the rudiments of sound business 
development planning. 

More than three-quarters of FNMD client companies 
have never participated in a donor project or hired 
professional business service providers. While the 
facility hinges on the principle of the “client being 
in the driver’s seat,” for many clients their engage-
ment with FNMD represents their first time behind the 
wheel. Close support from FNMD account managers 
is therefore essential to ensure that these companies 
build sound business development plans and procure 
the right business services, from qualified provid-
ers, at fair market prices. FNMD also helps compa-
nies implement their projects, report on results, and 
comply with the requirements needed to be reim-
bursed by the facility. 

The Challenge of Working in Gaza

Gaza’s private sector has demonstrated a remark-
able ability to adapt to adverse conditions, but the 
current situation poses a particularly steep challenge. 
The Israeli incursion of late 2008 damaged an already 
severely constrained private sector, and many busi-
nesses have laid off workers, halting 95 percent of 
their production capacity. Lacking raw materials, the 
private sector has lost its local market share in Gaza 
and is no longer connected with export markets. Many 
businesses have simply relocated to Jordan, Egypt, 
and elsewhere. 

FNMD has been operating in Gaza since July 2008 
and currently assists 29 companies there. In early 
2009, DFID asked the facility to review private sector 
needs in Gaza and make recommendations for a pos-
sibly enhanced FNMD role. Focusing in particular on 
dormant or damaged businesses, the assessment—
which underscored the role informal businesses 
and cooperatives play in sustaining livelihoods in 
Gaza—found that with some technical and financial 
assistance, some of these enterprises could recover. 
But many are entirely dependent on the reopening of 
Gaza’s commercial borders. 

VERENA OBERRAUCH is THE MONITORING  
AND EVALUATION EXPERT ON FNMD.
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By Natalie Domond, Shannon Sarbo, and Lauren Caskey

Poverty Assessment Tools: Making Sure 
USAID Funding Reaches the Very Poor

In 2000, Congress passed the Microenterprise for 
Self-Reliance Act, which requires that half of all money 
provided by the U.S. Agency for International Devel-
opment (USAID) to the microenterprise sector must 
reach the very poor. The U.S. Government amended 
this legislation in 2003 to define the very poor as 
those living on less than US$1 per day1 (known as the 
international poverty line) or the poorest 50 percent of 
those living below their country’s national poverty line 
(this is called the median poverty line). The amend-
ment also required that USAID develop and certify 
tools for assessing the poverty level of the beneficia-
ries of USAID microenterprise funding: the Poverty 
Assessment Tools (PATs). 

Since 2007, when USAID first required use of the PAT, 
DAI has implemented it five times—once in Malawi, 
Mexico, and Timor-Leste, and twice in Haiti—and DAI 
has become recognized as a leading implementer 
of PATs, employing them not only to meet legislative 
requirements but also in ways that extend beyond 
compliance.

PATs in Practice

Since 2003, the IRIS Center at the University of 
Maryland has been working with USAID to develop, 
test, and disseminate PATs that meet congressional 
requirements for accuracy and practicality. Each 
PAT consists of a short, country-specific household 
survey—administered in 20 minutes or less—and a 
data entry template. All USAID implementing partners 
that work in a country with a certified PAT, and receive 
at least $100,000 in USAID funding during the current 
fiscal year to support microenterprise development 
in that country, must use that certified tool and report 
the results to USAID. 

While the general framework and steps of the PAT are 
the same in each country, the PAT may vary signifi-
cantly from case to case. Once a program decides 
to implement the PAT using the household survey 
approach, for example, the next step is to determine 
whether the activity will be managed internally or 
externally. This decision is influenced by existing pro-
gram activities, budget, and personnel capacity and 
availability. DAI programs in Malawi and Mexico chose 
to hire a local university or market research firm to 
manage the entire PAT process—from sampling plan 
to poverty analysis. In Haiti and Timor-Leste, on the 
other hand, DAI projects were more directly involved,  
dedicating project staff to the effort and then hiring 
short-term local and international consultants for 
technical and administrative support. In Cambodia, 
we are gearing up to include the PAT as part of routine 
monitoring and evaluation. Whichever configuration is 
used, we have identified four key factors essential to a 
successful PAT implementation:

l	 Start early to recruit a strong team. PAT imple-
mentation can easily require a 10- to 20-person 
team. Team members may be called on to manage 
counterpart relationships, prepare the sampling 
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1  The $1 per day is actually $1.08 per day in 1993 Purchasing Power Parity (PPP) terms, which uses exchange rates adjusted 
for differences in the purchasing power of currencies in domestic markets at 1993 prices. Currently, PATs using the interna-
tional poverty line are using the $1.08 per day measure, but IRIS will soon update tools that use this line to incorporate the 
new international poverty line of $1.25 per day at 2005 PPP. For more on poverty lines used for the PAT, and a wealth of other 
information on PAT implementation and training, visit the USAID website www.povertytools.org. 

PAT Methodologies

There are three possible ways of implementing the 
USAID PATs: 

l	T hrough a periodic household survey;
l	 As part of the client intake process (such as a loan 

application), where the questions are added at the 
beginning of the existing intake process; and

l	 As part of an ongoing monitoring system.

PATs have been developed and certified for 26 
countries: Albania, Azerbaijan, Bangladesh, Bosnia 
and Herzegovina, Cambodia, Colombia, Ethiopia, 
Ghana, Guatemala, Haiti, India, Indonesia, Jamaica, 
Kazakhstan, Kosovo, Madagascar, Malawi, Mexico, 
Paraguay, Peru, the Philippines, Serbia, Tajikistan, 
Timor-Leste, Uganda, and Vietnam. Liberia, Nepal, 
and West Bank are the next countries scheduled for 
certification. Candidates for FY 2010 are Lebanon, 
Kenya, Pakistan, and Tanzania.
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plan, train field supervisors and enumerators, 
organize interview schedules and logistics, admin-
ister field surveys, conduct quality control, and 
process survey data. Allowing for a three- to four-
month lead time is helpful in recruiting a strong 
team and lining up appropriate human resources 
for the activity. 

l	 Design a sampling plan that balances statisti-
cal accuracy with administrative practicality. The 
household survey method requires implementers 

to create a statistically significant, representa-
tive sample of program beneficiaries. Since many 
DAI programs work with microenterprises spread 
over a large area, we consider various sampling 
methodologies to find the one that will generate a 
statistically accurate sample that is also feasible to 
implement given the time and resources available. 
In Haiti and Timor-Leste, where beneficiaries cover 
the entire country, we used a cluster sampling 
method to group the population into smaller and 
more manageable geographic units, then sampled 
clients from those clusters. This approach eased 
logistical constraints while maintaining a sample 
representative of the beneficiary population.

l	 Commit ample time to secure counterpart buy-in 
and cooperation. Since USAID implementing 
partners often work with and through local service 
providers, financial institutions, associations, or 
other organizations to reach microenterprises, it 
is crucial that these partner organizations under-
stand their role in supporting the PAT from begin-
ning to end. For example, to select the sample, 
PAT implementers must first determine the PAT 
“population” by constructing a comprehensive list 
of direct or indirect USAID microenterprise ben-
eficiaries. This process may require reaching out 
to microfinance institutions for client information 
by branch or to farmer cooperatives for member 

Program Fiscal 
Year

PAT Manage-
ment Structure

Sample 
Size*

Program Characteristics

Support to Haiti’s 
Microfinance, 
Small, and Medium 
Enterprises Sector 
(Haiti MSME)

FY07 and 
FY08

Managed by 
program staff with 
help of local and 
international con-
sultants

391 (FY07) 
475 (FY08)

Haiti MSME focuses on supply-side enhancement of 
financial services to MSMEs. Beneficiary population 
includes clients of microfinance institutions, commer- 
cial banks, and credit unions.

Timor-Leste  
Dezenvolve Setor 
Privadu (DSP)

FY08 Managed by 
program staff with 
help of local and 
international con-
sultants

513 DSP focuses on the development of agricultural value 
chains, rural enterprises, and business development 
services. Diverse beneficiary population includes 
farmers, coffee growers, cattle breeders, mungbean 
growers, and microenterprises targeted by DSP and 
two other USAID programs: Small Grants Program 
and Cooperativa Café Timor.

Mexico Acceso 
a las Finanzas 
Rurales para la 
Micro- 
empresa (AFIRMA)

FY08 Hired local market 
research firm

1,801 AFIRMA focuses on extending financial services to 
underserved and rural markets by providing technical 
assistance, training, and grants to financial institu-
tions. Beneficiary population includes the clients of  
11 microfinance institutions working with the project.

Malawi Commu-
nity Partnerships 
for Sustainable 
Resource Manage-
ment (COMPASS)

FY08 Hired local  
university

300 COMPASS works with local residents to develop 
environmentally friendly employment and business 
opportunities. Beneficiary population includes men 
and women involved in mushroom production, bee-
keeping, and fishing.

* All samples were designed to achieve at least a 95 percent confidence level.

Figure 1. dai-implemented poverty assessments

A microentrepreneur in Haiti.
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details by geographic location. Partner organiza-
tions can also play a vital role in notifying and 
coordinating interviewees. 

l	 Think creatively to make the survey add value to 
your program. In many of our programs, the most 
beneficial outcome of the PAT was not the poverty 
percentage per se, but rather the data we gath-
ered about our clients through the PAT process. 
Each survey contains 10 to 20 poverty indicators. 
While PAT users cannot modify existing ques-
tions on the survey or adjust the question order, 

Implementing successive PATs with the same sample 
population over time should provide insights into the 
general poverty trend in the population. For the trend 
analysis to be accurate, the implementing partner 
must ensure that the sample is sufficiently large and 
continuous, and that the PAT is updated to reflect 
major macroeconomic changes. Furthermore, unless 
the changes in poverty rate are exceptionally large, 
the amount of change identified is likely to be within 
the PAT’s statistical margin of error, and the PAT 
cannot be used to establish causation for the change 
in poverty level.

Leveraging PATs to Deepen Development 

Impact

Organizations implementing the PAT are required to 
report only one figure to the U.S. Government—the 
percentage of the sampled population that meets the 
definition of “very poor.” However, by adding ques-
tions to the survey and analyzing the survey data, PAT 
users can better understand clients’ socioeconomic 
conditions and design better interventions to meet 
client needs. 

PAT enumerator and DAI employee Vicente Maia interviews a microfinance client as part of the first 
PAT implementation in Timor-Leste. In September 2008, Mr. Maia and a team of six enumerators 
conducted household surveys of more than 500 microenterprises assisted by the DAI-managed 
USAID Small Grants Program and Dezenvolve Setor Privadu Project.
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they can add ques-
tions at the end of 
the survey to capture 
data of interest. In 
both Haiti and Mexico, 
DAI added questions 
on the use of mobile 
phones and text mes-
saging among clients 
to see whether clients 
might easily adapt to 
similar channels for 
financial services. To 
capture and analyze 
the data and emerg-
ing trends, PAT 
implementers use an 
open-source statisti-
cal software called Epi 
Info, developed by the 
Centers for Disease 
Control and Preven-
tion. In recent PATs, we 
have highlighted key 
findings in fact sheets 
shared with local part-
ners and USAID.

Development organizations are increasingly looking 
for ways to extract more value from the PAT. The Small 
Enterprise Education and Promotion (SEEP) Network 
recently invited DAI to join its Poverty Outreach Work-
ing Group—alongside organizations such as IRIS, 
the Grameen Foundation, Freedom from Hunger, 
the Consultative Group to Assist the Poor, Save the 
Children, and USAID—and explore innovative ways 
of using PATs beyond simple compliance. DAI looks 
forward to working with this group and bringing its 
experience implementing PATs to the cause of poverty 
reduction. 

Natalie Domond and Lauren Caskey work in DAI’s 
Economic Growth Sector. Shannon Sarbo works On 

DAI’s market analysis team.
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BY rick gold

DAI Focuses on the Rule of Law Arena

Many of us in the democracy and governance field 
have long considered the rule of law to be one of 
the indispensable bases for sustainable economic 
and social development. That conviction has now 
achieved the status of conventional wisdom, with 
everyone from politicians to the media and academ-
ics taking up the call for an emphasis on rule of law 
issues. 

Over the past 30 years, DAI has implemented many 
disparate activities that help countries move toward 
a more effective rule of law—activities that encom-
pass policy change, regulatory reform and enforce-
ment, legislative drafting, civil society advocacy, court 
strengthening, criminal justice development, and 
media strengthening. Over the past year, we have 
sought to bring clarity, structure, and added resources 
to this technical service offering, in line with a parallel 
process of resolution and definition under way at the 
U.S. Agency for International Development (USAID) 
and elsewhere in the development community. 

DAI’s conception of rule of law follows USAID’s lead 
in accepting the definition proposed in 2004 by the 
United Nations: “The rule of law … refers to a principle 
of governance in which all persons, institutions and 
entities, public and private, including the State itself, 
are accountable to laws that are publicly promulgated, 
equally enforced and independently adjudicated, and 
which are consistent with international human rights 
norms and standards.”1 Such a definition offers a 

vision of rule of law that embraces people, institutions, 
the state, and the international arena, as well as laws 
and their implementation.  

Donors have only recently begun to look at rule of law 
as a separate discipline within the democracy field, 
and they are still seeking consensus on a framework 
for developing the strategies, approaches, and activi-
ties that will meet their development objectives. But in 
August 2008, after several years of gestation, USAID 
released its own strategic framework, the Guide to 
Rule of Law Country Analysis: The Rule of Law Strate-
gic Framework.

By focusing on elements that cut across justice sector 
institutions and legal issues, this framework lays out 
an approach to rule of law that facilitates develop-
ment, providing a much broader approach to rule of 
law than previous efforts, which focused on build-
ing individual institutions. Its crosscutting elements 
include order and security, legitimacy, checks and 
balances, effective application of the law, and fair-
ness. Fairness includes equal application of the law, 
procedural fairness, protection of basic human rights 
and civil liberties, and access to justice.
 
Recognizing the evolving nature of its understanding 
of rule of law, USAID plans to revise the framework 
based on lessons learned. For example, the frame-
work has already been tested in assessments in 
Lebanon, Morocco, Russia, Timor-Leste, and Zambia, 
each of which has provided insight on the framework’s 
ability to guide rule of law strategies.

USAID’s Pakistan Rule of Law Assessment (Novem-
ber 2008) also used the strategic framework, signal-
ing that it would guide programming in that country, 
where recent political and military events have 
certainly increased the importance of rule of law to 
the average Pakistani. The March 2009 reinstitution 
of deposed Chief Justice Iftekar Chaudhry—after two 
years of strikes and marches by lawyers and opposi-
tion parties—signaled the return of legitimacy to the 
judiciary. In the face of military pressure from the 
Taliban, in April 2009 the President placed several 
districts of Northwest Frontier Province under stricter 
Sharia law. Efforts by the Taliban to expand into other 

The Punjab High Court in Lahore, Pakistan.
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1	 United Nations Security Council, The Rule of Law and Transitional Justice in Conflict and Post-Conflict Societies:  

Report of the Secretary General, 2004.
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While the rule of law strategic framework is a prod-
uct of USAID, it also provides the basis for our 
service offerings to other U.S. Government agen-
cies and other organizations, including the depart-
ments of State, Justice, and Defense, as well as the 
U.K. Department for International Development, the 
European Union, and the United Nations. Using the 
framework, DAI has a firm foundation for contributing 
to the emerging rule of law discipline.  

RICK GOLD MANAGES DAI’S INTEGRITY AND  
ACCOUNTABILITY TECHNICAL AREA.

Public Health Expert Dr. Tom Kane Joins DAI

The factors underlying the growing impact of infectious zoonotic diseases (those trans-
missible from animals to humans) are various but powerful.

People and animals are living in closer proximity due to escalating human populations. 
Deadly viruses have become moving targets through human migration and the expan-
sion of international travel. Deforestation and climate change are reshaping the envi-
ronments under which diseases emerge and thrive. The demand for and consumption 
of animal protein is rising in countries that have intrinsically poor poultry and livestock 

biosecurity and weak systems for veterinary inspections and disease surveillance. And the global 
black market for exotic birds and wild animals remains robust. 

All of these factors can exacerbate the problem of animal-borne diseases such as avian influenza 
and swine flu. “Zoonotic diseases comprise most of the emerging infectious diseases that pose 
a serious threat to human health,” says Dr. Thomas T. Kane, the newest member of DAI’s Health 
Sector. “All of these factors are contributing to an increasing frequency and wider distribution of 
epizoonotic diseases that were once confined to a more limited number of geographic areas and 
animal species.”

Dr. Kane, who joined DAI in July as a senior public health specialist, brings to the health team 
extensive international experience in HIV/AIDS, avian influenza, and reproductive health, as well as 
skills in program design, behavioral change communication, operations research, and monitoring 
and evaluation.

A graduate of Princeton and Georgetown universities, Dr. Kane has worked in more than 20 coun-
tries and authored or coauthored five books and numerous peer-reviewed journal articles on popu-
lation, reproductive health, and HIV/AIDS. 

While zoonotic diseases have garnered recent headlines, he emphasizes that the global HIV/AIDS 
pandemic remains a pressing problem for development practitioners. “HIV/AIDS continues to be a 
dire and challenging public health and economic development problem,” Kane says, “especially in 
terms of the effectiveness and sustainability of HIV/AIDS prevention and treatment strategies, and 
the mitigation of the economic impact of HIV/AIDS on individuals, families, and societies.”

The best public health projects are holistic, he says, bringing together sustainable economic 
development, microfinance and microenterprise interventions, and public-private partnerships— 
all staples of DAI’s work—to improve people’s economic livelihoods, nutritional status, and food 
security, while addressing immediate medical needs. Dr. Kane is already contributing at DAI, work-
ing on project proposals on emerging infectious diseases.

districts led the Pakistani military to regain control of 
Swat District, displacing hundreds of thousands of 
residents.  

Using the rule of law strategic framework as a guide, 
DAI is well placed to help USAID address the inter-
linked problems of rule of law and conflict in Pakistan 
through two ongoing programs, the Federally Admin-
istered Tribal Areas Capacity Building Program and 
the Pakistan Legislative Strengthening Program. The 
former is tackling issues of order and security, while 
the latter is increasing the effectiveness of checks and 
balances. 
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Ethiopia – Urban Gardens Program (2008–2011). This 
USAID-funded project improves household nutrition and 
income by distributing garden inputs and irrigation drip 
kits to HIV/AIDS-affected households in urban areas, 
so they can grow food for consumption and sale, while 
also providing HIV/AIDS care and nutritional and health 
education. 

Kosovo Ministry of Foreign Affairs Support (2008–
2011). Under this USAID-funded project, DAI is helping 
to build and operate the new Ministry of Foreign Affairs 
in Kosovo, and facilitate its transition into an institution 
capable of advancing Kosovo’s interests abroad. 

Palestine – Gaza Private Sector Revitalization 
Initiative (2009). Under contract to the Palestinian 
National Authority, DAI is assessing the damage to 
production machinery, office furniture and equipment, 
and factories and other business premises in the Gaza 
Strip caused by the Israeli incursion of December 2008. 

Sri Lanka – Reintegration and Stabilization in the 
East (2009–2011). Sri Lankans, particularly those living 
in the eastern part of the island, have been besieged by 
a 30-year civil war, and in December 2004 were further 
traumatized by the tsunami that devastated more than 
two-thirds of the island’s coastline, including many 
conflict-affected and conflict-vulnerable communities. 
Under contract to USAID, DAI will design and implement 
a range of programs and grants for the benefit of eastern 
Sri Lankans.

Ukraine – SME Support to Ukrainian Banks: 
UkrSibbank (2009–2011). Funded by the European Bank 
for Reconstruction and Development, DAI will implement 
a small and medium-sized enterprise (SME) lending 
scheme at UkrSibbank, with a focus on building the 
bank’s capacity in portfolio and client management.

Vietnam Competitiveness Initiative (VNCI) II 
(2008–2012). In coordination with another Vietnam 
project—Support for Trade Acceleration—the first phase 
of VNCI catalogued and streamlined the thousands of 
administrative procedures affecting business operations 
in the country. VNCI II will continue that work while 
engaging Vietnamese civil society groups to support the 
reform process. The project also promotes infrastructure 
development to facilitate trade. 

West Africa – Civil-Military Operations Training 
(2009–2010). U.S. Special Operations Command, Europe, 
has contracted DAI, as a subcontractor to Lockheed 
Martin, to conduct training in Burkina Faso, Chad, 
Mali, Mauritania, Morocco, Niger, Nigeria, and Senegal. 
Host-nation and host-region military officers will work 
with local government, civil society stakeholders, and 
other key civilians to identify strategies in development, 
diplomacy, and defense that will deter, mitigate, and 
prevent the spread of extremism in their homelands.

Worldwide – Support Which Implements Fast 
Transitions III (SWIFT III) (2009–2013). Through this 
indefinite quantity contract, USAID’s Office of Transition 
Initiatives will help local partners advance peace and 
democracy in high-priority countries in crisis. DAI was a 
holder of both SWIFT I and SWIFT II. 

DAI Opens Office in Islamabad

In July, DAI launched its newest corporate office: DAI Pakistan. DAI Pakistan coordinates DAI’s market-
ing and business development initiatives in the country and will assist in implementing development 
programs. Based in Islamabad, the Pakistan team is led by Managing Director Zahid Elahi, an econo-
mist with more than 20 years of development experience specializing in decentralized governance, 
microfinance, and institutional and community development.

“Pakistan’s social and economic development is crucial not only to the welfare of the Pakistani people 
but increasingly to the security and stability of the region,” said Mr. Elahi. “I am looking forward to 

bringing the full weight of the DAI organization to bear in advancing the development of my country.”

Mr. Elahi’s career has encompassed work with the Government of Pakistan, The Asia Foundation, and various 
local and international nongovernmental organizations and international donors. Before joining DAI, he served 
for four years as Governance Technical Advisor for the Canadian International Development Agency (CIDA). 

A native of Peshawar, Mr. Elahi previously worked for the Government of the Northwest Frontier Provinces 
(NWFP) and as a Section Chief and Chief Executive for three NWFP organizations that performed projects in 
credit and enterprise, food security, employment, and other public service areas. He then worked for the World 
Bank on urban development before joining CIDA, which recognized him for his meritorious service during the 
South Asia Earthquake operations of 2005.

DAI has implemented more than 30 projects in Pakistan since the early 1980s, a portfolio that includes economic 
and agricultural development, water and irrigation management, microfinance, narcotics awareness and con-
trol, and fiscal decentralization. In addition to DAI Pakistan, DAI has permanent offices in Bethesda, Maryland 
(U.S.A.), London (U.K.), Amman (Jordan), Ramallah (Palestine), Johannesburg (South Africa), and Mexico City 
(Mexico).

Selected New Projects continued from page 2
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from the desk of the Chief Executive Officer

Clearing the Air on Contractors

This seems to be the season for contractor bashing. 
Everywhere you turn, from the halls of Congress to the 
national press, government contractors are spoken of 
in terms that make you wonder whether they might be 
an alien pod people, landed on earth to suck the life 
out of the human race. Contractors are now officially 
worse than lawyers.

Yes, I am a little worked up about this. As a develop-
ment professional and now the CEO of a development 
firm that has come to be sneeringly referred to as a 
contractor, it’s hard not to take such rhetoric person-
ally, especially when it has little basis in fact. 

Some of the criticism of contractors is deserved. 
Some of it has a political dimension: names like KBR, 
Halliburton, and Blackwater have become shorthand 
for the shortcomings of the previous Administration. 
But should the sins of the few be visited on the many? 
There are bad films, but we don’t indict the entire 
movie industry. In spite of my woeful Washington 
Nationals, I still enjoy baseball. 

In this brief column we can’t hope to put the con-
tractor issue to bed. But let me highlight three areas 
where we might find ground for constructive discus-
sion.

First, the term contractor covers organizations that 
differ in many ways. DAI, for example, is a 100 percent 
employee-owned, for-profit company. We have been 
doing international development work according to 
this model—our founders’ model—for 40 years, in 
150 countries. Mission-driven to its core, DAI exists to 
make a difference in the world. It’s no accident that its 
CEO has a Ph.D. in agricultural development, not an 
M.B.A. in financial engineering.

We employ about 2,500 people, more than 80 percent 
of them citizens of the countries where we work. 
Our staff tend to speak multiple languages, possess 
advanced degrees, and offer years of field experi-
ence. Not infrequently, these “contractors” risk their 
lives to make our clients successful. And if you asked 
them to categorize their company, they’re unlikely to 

say “government contractor.” They might say “devel-
opment firm”; the more PR-savvy might say “social 
enterprise.” But mostly they would wonder why you 
were wasting their time with labels. The fact that many 
of our engagements happen to be structured through 
contracts does not define us—it is merely one dimen-
sion of the way we operate.

Second, contractors do different things. Some build 
things (aircraft, ships, roads) or provide things (like 
software). Some provide strategy, management, and 
advisory consulting. And some are hired to fill jobs 
in the government. It’s when contractors are used to 
circumvent headcount limits or to do what the govern-
ment should be doing itself that people get upset, and 
rightly so. 

But DAI’s contracts call for us to convene very 
specialized technical expertise—flexible, tailored 
teams often comprising dozens of international and 
local professionals—and provide high-quality project 
management services, mostly for the U.S. Agency 
for International Development (USAID). That USAID 
implements its overseas programs through third par-
ties should be news to no one—U.S. and local organi-
zations have been the “tip of the development spear” 
for decades. Legitimate debates on how to make aid 
more effective should not be confused with the ques-
tion of the legitimacy of government contracting. 

In July, Secretary of State Clinton told USAID staff 
that she looks forward to the day “when we are able 
to bring back more full-time USAID employees to do 
the work that now has been too often sent outside of 
this agency, and to recapture the dollars that should 
be spent on delivering results and not just paying 
contractors.” If Secretary Clinton is referring to the 
outsourcing of inherently governmental functions, I 
could not agree more. But technical program imple-
mentation is another matter. It would make little sense 
for the government to assume long-term responsibility 
for the assignment-specific teams we assemble. That 
said, DAI has consistently advocated for investment 
in USAID’s technical and administrative capacity, 
because our ability to deliver the development results 
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we all want to see depends on USAID’s ability to 
design, direct, and facilitate our work. 

Third, the services of contractors and the costs of 
government are priced differently. This apples-to-
oranges comparison underlies the myth that contrac-
tors are more expensive than government employees. 

The first thing to say is that virtually all DAI’s work is 
won through competition: pricing is a crucial consider-
ation. Yes, the rate a contractor charges the govern-
ment for a day of a skilled professional is higher than 
the salary of a government employee. The contractor 
charges not only the direct salary cost, but also the 
employee’s fringe benefits and retirement plan, and 
support costs related to hiring and managing that 
person. This figure must be compared to the fully-
burdened cost of the government employee. Unfor-
tunately, many of those indirect government charges 
lie with other departments. The Office of Personnel 
Management bears the cost, for example, of the non-
Federal Employees Retirement System (FERS) retire-
ment benefits, including the lifetime health insurance 
entitlement of many government employees. 

The good news for taxpayers is that the fully loaded 
costs of every contractor employee are known and 
subject to audit. The true cost of a government 
employee, however, is not transparent. Among those 
who have looked at the issue, the consensus is that 

due to federal benefits on one hand and competition 
for government contracts on the other, contractors are 
no more expensive. 

On overseas assignments, the advantage shifts more 
markedly to contractors. Allowances provided to 
government direct hires—housing, security, moving 
expenses, and so on—are routinely higher for a 
government employee. The housing and shipping 
allowances provided for DAI’s long-term expatriates, 
for example, are well below those for a government 
direct-hire, as a result of the competitive processes 
we go through to win work. 

Two other considerations deserve mention. First, 
USAID, in general, reviews and approves the base 
salaries of every project staffer. Second, contractors 
rely much more on local expertise than does the U.S. 
Government. DAI uses U.S. consultants only when 
required by USAID or when needed skills are unavail-
able locally, both to be cost-competitive and because 
building local ownership and capacity is key to our 
success. 

I sincerely believe that the discussion about contrac-
tors will eventually become less political and better 
focused. The real issue is results, and how best to 
achieve the U.S. Government’s foreign assistance 
objectives. Eventually, the conversation must shift 
from contractor bashing to how we can all do our jobs 
better. 

JIM BOOMGARD


