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Small and MediumrSized Canadian Ci\Blociety Organizationas
Development Actors: A Review of/iencé

An Executive Summary

Canadian small and medium sized organizations (SMOs) are significant development actors, engaging in
diverse and innovative development programmangd connectingvith Canadians across the country as

global citizens. In the past five yearmany SMOs have been marginalizad the government
implemented/ I Y Rl Q& | desRite tiddre2didPofieffeStire programmindhis paper presents

a case for new inittives toreSy 3+ 3S {aha Ay [/ I yI| Phs€ddon tRiSEsd ahdy Sy i
core competencies In doing so, ireviews current evidence on the value, roles and contributions of
SMOs as development actors.

The paper develops a profile of Canadian SNfWslved in development cooperation, the impact of
changing funding modalities on SMOs since 2010, and the characteristics of SMOs as development
actors, as evidenced by third party evaluatiofbe Executivesummary highlights the maindicative
trendsandfindingsin each of these areds.

1. A Profile of Canadian SM@s Development Ators

The study examined 807 charitizssy’ wS @Sy dzS [/ I, yith RorexBan 30% dfltheit révenue
devoted to overseas expenditures. Of these charities, thyesrters (75%) were small organizations
(610), 17% were medium sized organizatiqti84) and 8% were large organizatiof@s)>

What are some of the maimends within thisRevenue Canadiataset?

! The author is very grateful to the Inter Council Network (ICN) and its constituent Provincial and Regional Councils
for the opportunity to review development trends relating to small and medium sized organizations as
development actors. An ICN referengmup has significantly improved with detailed comments on an earlier
draft of this paper. The author however is solely responsible for the methodologies used to determine these
trends, and the analysis and conclusions reached in the paper.

% Please seemex One for a Methodological Note for the assumptions made in using data sources to develop this
analysis and Annex Two for a list of evaluations examined. Given the limits of the data sources, while overall
trends are accurate, care should be exercigeduoting specific data as an absolute measure of SMOs in Canadian
development cooperation.

It is important to note that close to 50% of the membership of Provincial and Regional Councils are not
registered charities. However, it is likely that theemall trends below also apply to SMO Fot-profits, with the
possible exception of charitable donations from individual Canadians. SM{rAmfits are more likely reliant
on inkind and voluntary contributions.



a) SMOs are more likely to devote more than 30% of their revenue to overseas activiie8% of
small organizations, 64% of medium organizations, compared to just over 40% of large organizations
in the revised lisbf charities involved in development cooperatjatevote more than 30% of their
revenue to overseas expenditures

b) SMOs raise significant resources for development cooperati@nfact that is obscured by the
dominance of a few very large international NG@<€anada.If revenue fromthe four largest CSOs
among the 807 charitiestudied is excluded, SMOs account for approximately 25% of the total
revenuefor these 807CSOs involved in development cooperation. Including the four organizations
reduces the SI@ share to 15%While no data exists, it is commonly understood thany SMOs
rely on noncashcontributions in addition to this revenue, perhaps more so than large CSOs.

¢) SMOsare the main avenue taeach Canadiansvith an SMQOdirect presencein many cities and
communities across CanadaMore than 85% of large organizations have their headquarters in
Ontario or QuébecWhile location is not the only determinant for engagement with Canadiais
notable thatclose to 40% of small organizations &m@esed in provinces west of OntaricGimilarly a
third of medium sized CS@33%)are located in these provincesWith a correspondingly smaller
share of the Canadian populatipAtlantic Canadaas fewer organizations fromll classes of CSOs,
with lessthan 5% of small organizations based in these provinces.

d) In Ontario and QuébecSMOs arealso present in cities and communities beyond the Toronto,
Ottawa, and Montreal metropolitan areas Among the54 large organizationbased inOntario and
Québec46 have headquarters in Toronto, Ottawa or Montreélgain SMOs are a primary resource
in reaching Canadians in these provinces, vi@% of small organizations and 43% of medium
organizations locateéh cities and towns in Ontario and Québeutside theMontreal, Ottawa and
Toronto metropolitan areas.

e) SMOs are more likely to depend on direct donations from Canadians to support their programs.
SMOs account for 30% of all revenue from individual Canadian donations, this revenue source is
much more importah in sustaining their activities than large organizations. Private individual
donations make up 67% of the revenue for small organizations, 44% for mediunogjagizations,
but only 22% for large organizations.

2. Trends in SMOuRding from CIDA/DFAY

There is a major bias fanding fromCIDA/DFATBwards large CSOs. This trdraks been exacerbated
by the impact of thedramaticchangsA Y Fdzy RAy 3 Y2RIftA0ASa o0& /L5! Q&
Innovations Branch, beginning in 2010.

a) Largeorganizations dominate in accessing CIDA/DFATD fundiugong the 807 charities examined
in the Revenue Canada dataset, 60% of large organizations received CIDA/DFATD funding in 2014. By
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contrast only 1.8% of small organizations (11 out of 610 orgamra)i and 17% of medium sized
organizations (23 out of 134 organizations) received funding from CIDA/DFATD in 2014.

b) Small and medium organizations were dramatically affected by the changsaials an exclusive
call-for-proposal funding mechanism in CIDA in (0. Among organizations funded by the
Partnerships for Development Innovations Branch in 2010/11, 93 organizations were no longer
funded in 2013/14 mainly as a result of the changes in funding mechanismi¥ these 93
organizations, close to 70% (64 anjzations) could be considered small organizations (receiving less
than $100,000 per year frorl@IDA and 22% (20 organizations) could be considered medium sized
organizations (receiving between $100,000 and $500,000 per year from CIDA).

¢) SMO members ofProvincial and Regional Councils were also affected by these tren@&vO
Council members received 37% less revenue from CIDA between 2010/11 and 2013/14, declining
from $17.2 million for 41 organizations in 2010$tb0.8 million for 28 organizations in 28.

0od {aha AY |/ L Ddpéation5 S@St 2LIYSyd [/

Thereduction in numbers of SMQOsceivingCIDA funding since 2010 belie the actual positive trends in
the historicalperformance of SMOs in Canadian development cooperation. Comparing SMOs receiving
fundingin 2010/11from the Partnership for Devebment Innovations Branchwith all CSOs receiving
funding from this Branch, the following trends are apparent:

a) SMOs are more directly engaged in programming in Sdharan Africawhere poverty is deep and
endemig than for CSOs in the Branch as a whole (50% of disbursements for @vt(pared to 47%
for all Branch disbursemente CSOp

b) SMOs arestrongly representedn the 25 priority countries for Canadian ODAMore than 47% of
disbursements by SMOs were maithe2010 to these 25 countries, compared to 46% for the Branch
as a whole.

c) SMOs devoted significantly more CIDA resources towards MDG priority areas, human rights and
civil society strengthening. Using a proxy set of indicatofer MDG priorities in 2010 SMOs
allocated close to half of thel€IDAdisbursements (48%) to these priorities, compared to only 35%
for the Branch as a whole. When areas of programming for human rights, civil society strengthening
and development awareness are also includiiils proportion of disbursements increases to 72%
(compared to 66%).

d) On gender equality, both SMOs and all CSOs funded by the Branch lack foOumdy 2.6% of
disbursements for SMOs were allocated to activities where gender equality is the principal objective
(compared to 0.9% foall CSOs funded by the Branch)



4. SMOs as Developent Actors: Contributions and l@racteristics
Dt 26Fft ! FFFANR /FyleRlI Qa4 NBOSyd /{h t2tArde aidl i

G¢KS INBIG RAGSNAAGE GgAGKAY OA@GAET az20ASdGe Ay /Iy
innovative ways to the needs of those living in poverty. DFATD recognizes this strength and is committed
to supporting CSOs of diverse sizes anagssattor and regiod. ©D2 GSNY YSyd 2F /| yI RI :

SMOs clearly represent this diversity, and in particular are almost the exclusive means through which
many Canadians can be directly involved with a CSO in communities and regions across Canada.

The revew of independent evaluations for 20 SMOs highlight the roles of SMOs in raising the voices of
poor and marginalized people (often through community to community linkages), pilot and motivate
innovation through sector specialization, coalesce researchCarthdian expertise, often work with this
expertise in multistakeholder approaches to development, create sustainable results through long term
partnerships, and engage Canadians directly in development cooperation, not only as donors, but often
as voluneers in their communities.

More specifically, thereview of the evaluations suggest ten important characteristicsand key
competenciesf SMOsas development actors

a) Focus and specialization

SMOs are highly specialized, perhaps more so than larganizations involved in different aspects
of development cooperation. At least half the evaluations pointed to the importance of
specialization in terms of mandate, sector or geographic local.

b) Access to sector expertise

Many SMOs, through their specmdtion, have well developed institutional connections in Canada,
from which they can draw (often voluntary) contributions of Canadian expertise for programs
overseaswhere the expertise needed idetermined by conditions and counterparts in developing
countries.

* These characteristics are drainom a review of the 20 evaluations of SMOs (see the Methodological Note in
Annex One). The 10 areas were developed where a number of evaluations pointed to a particularly role or
characteristic in the approach of SMOs. Given the limited number of di@igaconsulted, it is assumed, but
cannot be verified, that a particular characteristic may be reflected across a broader range of SMOs if it is
reflected in a number of these evaluations. While the focus here is on SMOs, there is no claim that these ten
areas of SMO competencies are unique to SMOs, as they may also apply to a wider range of Canadian CSOs
beyond those under review.
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c) Transfer of knowledge and capacity development

Close to half the evaluations commented on the increasing roles of SMOs in capacity and knowledge
development with counterparts in developing countries. They note the effectiveness of such
programs, particularly where the SMO has been able to indigemiapdcities with sustained support

for longterm partners, sometimes spanning decades of development cooperation.

d) Public engagement with Canadians

Given their presence in all provinces and regions of Canada, SMOs are uniguely positioned to
implement Glob&ée ! FFFANR /Iyl RIQa LRfAOe O02YYAlYSyld G2 ¢
to engage individual Canadians and raise awareness of and involvement in international
developmentb ¢ D2 @SNY Y Sy (i WRIlE amonhgyhle ROFe¥aluationsithee are eyses

of effective programming in public engagement, an overall observation is that these programs are

often marginal to the worlof these SMOs. A much more deliberate approaclatal financing for

public engagement is called for if SMOs #&vetake ful advantage of their strategic location and

connection with communities across the country.

e) Reflection of aid effectiveness principles

/I 2yaraidasSyi gAGK (GKS hb5! I OO02dzy G 6Af AGER 1 O Iy
effectiveness principle§MOs

9 are stronglyfocusedwith their programming on the 25 priority countries for Canadian aid,

1 have wide experience isountry ownershipthrough partnerled multi-faceted relationships with
their counterparts in developing countries, and

1 bhave improved theiapproach in ways that strengthen the useresultsbased managemeribols.

a) While formal participation ifransparency and accountabilityitiatives can be a challenge for many
SMOs with few resources, many are members of Provincial, Regional and Naiwmadils where
they must adhere to well elaborated codes of conduct.

b) Long term engagement with partners

Canadian CSOs have long standing experience working in partnemstigMOs are no exception.

All 20 evaluations ighlight the importance of longerm sustained partnerships for effective
development cooperation on the part of SMOs, including the use of flexible core institutional support
in the case of one SMO.

¢) Multi-stakeholder engagement and partnerships



Given their size, SMOs are often strongly motivated to foster rstdkieholder approaches in their
development cooperation initiatives, which is an increasingly important goal for Global Affairs
Canada and the international community. More than half thealuations highlighted the
contribution of particular multistakeholder initiatives in deepening the impaanhd leveraging
modest SMO resources Equally important is a deliberate approach to developing trust and
commitment in these initiatives, built osustaining oprogrammingand competenciesver years.

d) Sustainability and results

All CSOs are concerned that their initiatives have sustained outcomes and impacts over the longer

term, and for SMOs, while perhaps sometimes more challenging, these geal® dess important.

The evaluations identify particular SMO strategies for sustainahihitylti-stakeholder partnerships,
capacity development to reach out to new donors, organizational strengthening through core
support, sustained presence with paers and communitiedimiting episodic engagementstc.

e) Flexible and adaptable to changing local conditions

The evaluations provideome evidence thaBMOsmay be more nimble than larger organizations,
given their size, with decisieamaking and responsiwness to changing conditions on the ground.

f) Cost effectiveness and voluntary efforts

Evaluators for the 20 SMOs were consistentheir praise for these organizations as cost effective

actors in developmentooperation. They pointi 2 | aYdzZ GALX ASN) STFFSOGE

combined with a small amount of financial resources, the importance of focus and access to
volunteer expertise, perhaps unavailable to larger oigations. They also highligtite impact of
volunteeringon the individuals concerned, whichot only deepens a global perspective, but has
sometimes contributed to lifehanging directions involving a futu@areer or volunteer effortn
developmentorganizations.

While these characteristics may not always bequei to SMOs, they are important drivers in
determining SMOeffectiveness and development impact. The scale of an organization often allows for
more variation in adapting to the needs of specific partnerships, very much directly engaging people in
their communities, in both Canada and overseas.

Given this SMO history in Canadian development cooperagindthe obvious competencies involved

AY {aha> Dt26Ff ! FFFANE /FylRI aK2dzZ R K2y 2dzNJ Aa

opportunities tirough equitable, flexible and transparent modalities that will support the diverse roles

'.F
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[Government of Canada, 2015]
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A. Introduction

The InterCouncil Network of Provincial and Regional Councils for International Cooperation (ICN) has
commissioned a shoresearch paper on the value, roles and contributions of small and meslizea
Canadian civil society organizations (SMOs) as development actors. The paper will explore this theme
through three questions:

1 What is the profile of Canadian SMOs involvedi@velopment cooperation, relative to large civil
society organizations (CSOs)?

1 What has been the impact of recent changes in funding modalities on funding for SMO development
activities by CIDA/DFATD?

1 What are some of the key characteristics and contritmgi of SMOs as development actors, as
evidenced by third party evaluations?

B. SMO Metrics

A study of small and medium sized organizations is methodologically challenging, requiring a number of
adaptations to several data sources. The study relieslpoa Revenue Canada database #8114
financial information orrevenue andoverseas expenditures for atharities registered in Canada)

Global Affairs Canada historical project dataset, @pdvaluations and institutional assessments for a
select numker of Canadian CSO®€Xhe Bibliographyn Annex Twh Each source comes with unique
challerges. A Methodological Note in Annexéprovides the rationale for the adaptations and
assumptions regarding each source.

While different assumptions and appmohes could be made, giving different specific outcomes, the
author is confident that the chosen methodologies for each data source provide a reliable overview of
the main trends regarding Canadian SM®&wever, given these challenges with data, careusthde
exercised in quoting specific data as an absolute measure of the SMO community in Canada.

® The main issue has been the inability to distinguish development and humanitarian focused CSOs within the
Revenue Canada thbase within the many charities with a religiously based mandate. The decision to exclude all
of the latter distorts the total revenue picture for development and humanitarian CSOs, and in particular the
exclusion of $413.5 million in revenue by Worlgidth Canada, one of the largest humanitarian and development
organization in Canada.
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1. Revenue Canada Data
a) Developing a sample of SMcharities

For 2014, Revenue Canada lists more than 5,450 charities with expenditures outSldaanfd. This
study, however, concentrates on 985 of these organizatioas,determined by the criteria and rationale
set out the Methodological Note found in Annex One.

Expenditures on foreign activities, as a proportion of total revenue, vaoediderably across these 985
organizations 178 charities (8% of the 985) registered foreign expenditures at less tB@¥b of their
total revenue for 2014. For many of thek@8organizations, foreign assistance may be a legitimate part
of, but is not heir primary mandate.

Large organizations are more likely to program less than 30% of their revenue in overseas activities (with
41% of the 107 large organizations falling below the 30% threshold). SMOs are more concentrated on
overseas activities. Morehain 93% of small organizations and 64% of meeligad organizations
focused on foreign activities (i.e. with more than 30% of revenue devoted to these activities)

The analysis below concentrates on those organizations with more than 30% of revenuedd&vote
foreign activities (adjusting for very large institutions that have significant development activities).
While acknowledging a somewhat arbitrary -@it, the resulting sample 0807 organizations with more
than 30% of revenue devoted to foreign agties tend to be those with a more exclusive mandate and
focus on development cooperation.

b) Distribution of CSOs by size and total revenue
Within this sample 0807 organizations:

9 610are small organizations $7%)
1 134 are medium sized organizationss(6%)
1 63are large organizations (8%)

6 The author is grateful to Mark Blumberg for providing 2014 data from Revenue Canada for charities with
overseas expenditures.
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Together SMOs accounted for 15% of the $1.7 billion in revenue for the organizations with more than
30% of their expenditures on foreign activities. Bair large organizations account for more than
$628.2 million of the $17 billion.” If these four organizations are excluded from the calculatithre

share of SMOs in total revenue for the remainB@3 organizations increases t66%. It should be
highlighted that small and medium sized organizations rely on additional voluntary atkéhdn
contributions, perhaps more so than large organizations. While it is difficult to calculate, the value of
these contributions from Canadiamguld significantly augmerthis financial sharé.

¢) Geographic distribution of CSOs by size

The following table demonstrates the geographic distribution across the country of 8@7
organizationsthat focus at least 30% of their revenu®n overseasdevelopment cooperation
expenditures

Tablel: Provincial/Territorial Distribution of CSOs by Size of Organization

Small Percentage | Medium | Percentage| Large Percentage
Orgs of Total Orgs of Total Orgs of Total
British Columbia |kl 21.5% 23 17.2% 4 6.3%
Alberta \ 80 13.1% 15 11.1% 2 3.2%
Saskatchewal 13 2.1%
VEUIGIEY 15 2.5% 6 4.5% 2 3.2%
New Brunswick 11 1.8%
Nova Scotia‘ 8 1.3% 1 0.7%
Prince Edward Islan 4 0.7%
Newfoundland \ 3 0.5% 1 0.7%
Ontario 254 41.6% 73 54.4% 41 65.1%
89 14.6% 15 11.2% 13 20.6%
2 0.3%

610 ‘ 134 63

Source Revenue Canada T3010, Charities with Activities outside of Chnadadzii K 2 N a OF f Odzf | G A2y &

"These four organizations are CARE Canaga Khan, Plan International and Mastercafd noted above
(footnote 5), if World Vision Canada were to be included, the top five would have total revenue of slightly over $1
billion.
®For an example of methodologies to calculate some of these cotiiteisee the work of Jack Quarter at OISE,
accessed at http://www.oise.utoronto.ca/lhae/Faculty Staff/688/Jack_Quarter.html.
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Outside of Ontario and Quebec, small organizations are concentrated in the western provinces
(Manitoba to BG)with 238(39%) of the610organizations located in these provinces. Still 56% of small
organizations are located in Ontario and Québeat the other end of the spectrum, 85.7% of large
organizations are concentrated in Ontario and Qe&bFor medium sized organizations, slightly less
(65.7%)is concentrated in these two provinceBor the Atlantic Provinces, the predominance is small
organizations.

d) Geographic concentration in Monted, Ottawa and Toronto

Large organizations are highly concentrated in Ontario and Quebec, and within the Toronto, Ottawa,
Montreal regions, with onl of the 63 largeorganizations located in western provincdsor those large
organizations in Ontario and Québec, 46 of them86%, areeven moreconcentrated in Montreal,
Ottawa and TorontoThese organations have total revenue of $ billion.

Small and medium sized organizations are not only distributed in cities and communities across the
country, they are less concented in Ontario and Québec. Within these provinces only 50% of small
organizations and 57% of medium organizations have headquarters located in Montreal, Ottawa and
Toronto.

Percentage of 807 Charities by Size,

with HQs outside of Montreal, Ottawa and Toronto
Sample is derived from Revenue Canada database:
Secular charities with more than 30% of revenue in overseas expenditures in 2014

71.5%

62.8%

30.0% 25 89
20.0%
10.0%

0.0%
Small Organizations Medium Organizations Large Organizations
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e) Contributions to Charities fronmdividual CanadiarDonation

Revenue Canada identifies teeceipted income for charities from individual Canadian donations. The
807 charities focusing on development cooperation receiptet4$8 million in total tax receipted
income. Distributed by size of organization,

1 610smallorganizations receipted35.8million (or12.6% of total tax receipted income);

1 134medium sized organizations receipted4s1million (or16.8% of total tax receipted income);
and

1 62large organizations receipte$1.9million (or70.6% of total taxeceipted income).

Sample of 807 Canadian Charities by Size:

Revenue from Individual Canadians
Sample is derived from Revenue Canada database:
Secular charities with more than 30% of revenue in overseas expenditures in 2014

70.6%
70.0% 67.0%

43.7%

22.3%

20.0% 16.8%
12.6%

10.0%

0.0%
Small Organizations Medium Organizations Large Organizations

B Percentage of Total Revenue i Percentage of Revenue for Size Category

SMOsas a wholeaccount for just under 30% of receipted revenue from Canadians. Buslaare in
their total revenuejndividual Canadiadonations are very important for SMOs:

9 Small organizations, private donations makesupoof their total revenue;
1 Medium size organizations, private donations makeld{ of their total revenue; and

1 Large organizations, private donations makeouagy 22% of their total revenue

13



While large organizations raise significant resources from CamsdsMOsand particularly small
organizationsare much more engaged with Canadians as the primary source of their revenue.

The 705 organizations collectively transferred 1$hillion to counterparts in ODA eligible countries.
Since the selection of these charities is based on the degree of concentration of expenditures in foreign
activities, it is not surprising that the proportion of their revenue devoted to these activiies
consistently high across the different sizes of organizations:

9 Small organization84.3% of revenue devoted to foreign activities;
Medium size organization84.2% of revenue devoted to foreign activities; and
fLarge organization$6.0% of revenue dested to foreign activities.

Revenue Canada also records the amount charities have received from CIDA/DFATD’ iF@01ie
705 organizations with a focus on international cooperation, there &r@ng bias towardinancing
large organizations througRFATD:

1 The610small organizations took in7f$2,000 from CIDA/DFATD, which was received by dnly 1
organizations, representing 1.8% of all small organizatidrigs amount represented 0.9% of the total
revenue for these 610 organizatigns

1 Thel34mediumsized organizations took irl&.3million, which was received 88 organizations,
representingl 7% of all medium sized organizationghis revenue amounted to 7.3% of total revenue
for these 134 organizationand

1 The62large organizations took in3824 million, which was received I88 organizations,
representingg0%of the 62large organizationsThis revenue represented 23% of the revenue of the
62 large organizations.

2. SMGs and Members of Provincial aridegional Council®r International Cooperation

Of the 320 organization members of the Provincial and Regional Colanditsernational Cooperation
195 (or just over 60%) can be considered SMQsshould also be noted that only just over 50% of the
membership othe Provincial and Regional Councils (excluding universities and colleges) are registered

° The Department of Foreign Affairs, Trade and Development (DFATD) was renamed Global
Affairs Canada in late 2015.

10 As determinel by 2014 organizational revenue data. Organizations that are part of a larger
INGO family would not be included as a SMO even if they meet the revenue criteria as they
must be considered in their larger organizational context.
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charities* ThoseSMO members that are not registered charities trerefore not part of the analysis
in the previous section. However, it is likely that the overahids still apply to SMO ndor-profits.

Among the 195 organizations, 93 SMOs (48%) can be found in British Columbia, Alberta, Saskatchewan,
and Manitoba, 38 (20%) in Ontario (of which 21 are headquartered in Toronto or Ottawa), 40 (20.5%) in
Québec (ofvhich 18 are headquartered in Montreal), 16 (8.2%) are based in New Brunswick, Nova
Scotia, PEI and Newfoundland, and 4.1% in the Yukon. There are 156-@eunicdr SMOs outside the
Toronto / Ottawa / Montreal hub, or 80% of all SMOs that are Council lneesn (See Chart, next page)

3. CIDA/DFATD and SMOs

Revenue Canada data clearly demonstrates the bias in funding from CIDA/DFATD towards large
organizations, and to a lesser degree, medisimed organizations. This finding has likely been
exacerbatedo @ GKS AYLI OG 2F GKS wnmn OKFy3IS Ay TFdzyRA
Development Innovation Branchlhis analysis therefore uses the 2010/11 fiscal year as the reference

year for changes in funding patterns.

11 Ayer,op. cit, page 11.
15



