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I.
INTRODUCTION


What are Think Tanks? Purists will want to distinguish Think Tanks from Consulting Firms, but this distinction seems rather unimportant to Russia and USAID. Economic Think Tanks are non-profit enterprises staffed by professionals who want to use them to earn good incomes. The staff acts primarily as economic middlemen who transform basic research into policy relevant knowledge/advice applicable in the realm of political economy. They are nearly indistinguishable from Consulting Firms whose staff are motivated by and do the same things. The difference is that Consulting Firms aim to make profits. 

Another distinction is that Consulting Firms get revenue from clients (including governments) while Think Tanks get revenue from philanthropists. In effect, Consulting Firms sell their product to clients while Think Tanks are given revenue by benefactors so that they can provide knowledge that can be used by anyone for free. This leads to the belief that Think Tanks establish their own, socially oriented work agendas, while Consulting Firms have less socially interested work agendas determined by clients. In fact, the line between their work agendas is not so easily drawn. 

The Value of Think Tank Advice the last-mentioned difference above amounts to saying that Consulting Firms give privately valuable advice while Think Tanks give advice that is socially valuable. In economies in transition, these can, but need not differ widely. For instance, Consulting Firms might recommend that there be a licensing limit on their numbers, so that they can enjoy monopoly profits for institutional strengthening. The alternative might be a larger number of Think Tanks/Consulting Firms and greater professional employment in the sub-sector. Think Tanks would condemn this advice as being socially costly. In the event, national accountants value the contribution to GDP of Think Tanks and Consulting Firms in exactly the same way. In each case the value is equal to the sum of their revenues, which is equal to their expenditures, including profits in the case of Consulting Firms. 

If Think Tank/Consulting Firm revenues and expenditures are growing, the sub-sector is making positive and growing contributions to GDP. If they are providing increasingly valuable output in a competitive atmosphere, unfettered by monopolies or administrative limitations then there is the likelihood that the output of both Think Tanks and Consulting Firms is socially valuable. If, however, there are artificially imposed limits on philanthropic giving to Think Tanks, and/or if administrative evaluations (e.g., cost/benefit analyses) are used to pick winners and losers or limit entry into the sub-sector, then its value to the economy is likely to be under/over stated, perhaps seriously so.

Another View of Value Good economic policy advice can provide significant external economies. In fact, one view of globalization is that it involves the capture of informational externalities from policy advice that is freely available internationally, but is generated and paid for by particular countries/enterprises. Though large but not quantifiable, these positive externalities rationalize USAID grant-funding of institution building of Russian Think Tanks/Consulting Firms. However, if the externalities are to be realized, the institutions fostered by USAID grants must primarily seek and broker policy relevant knowledge from the international rather than local realm. Otherwise, the grant subsidizes employment rather than knowledge transfer.


Support the Sub-Sector or Particular Institutions? USAID support for Think Tank enterprises conveys a subsidy. At present the subsidies are recurrent; they will re-occur because there is not enough domestic revenue to support a vibrant, competitive sub-sector, even though such a sub-sector can convey huge social benefits to Russia. It is important to allocate these recurrent subsidies in ways that support sustainability of the sub-sector without administratively picking winners and losers. Otherwise, apparently successful enterprises may owe their success to their administrative selection rather than to their contribution to social welfare. How can the delivery of the subsidies be done in ways that increase the vibrancy and sustainability of the sub-sector without administratively favoring some "winners" over other "losers"?


This is what the First Deputy Minister Mr. Michael Demetriev referred to as the problem of evaluating the output and performance of the institutions receiving the grants. This, he correctly says, is necessary if we are to determine who to favor in follow-up grants. The solution is not easy, but it is likely that it will involve observing increased savvy and awareness in the follow-on applications of institutions having already received grants. Subsequent applications should show learning in several respects. Most particularly, their budget requests should reflect the needs of enterprises aiming at sustainability, and the submissions should demonstrate full awareness of the importance of obtaining and using international expertise so as to produce internationally acceptable output.    

II.
SOME QUESTIONS

A.
Questions by USAID in SOW for Evaluation
"The following list of specific questions is not meant to be exhaustive, but illustrative of the issues that should drive this evaluation." (From the USAID Scope of Work for the Evaluation.)

(I) Is the SETT program as currently designed and implemented fulfilling the overall objectives of the program? 

The two main objectives of the Program are, a) to stimulate the development of Economic Think Thinks as institutions in Russia and b) to foster the output of greater amounts of independently (i.e., Think Tank) generated, policy relevant economic advice. With respect to the institution-building goal, the Program is stimulating the development of institutions that are delivering independent economic policy advice albeit more as consulting firms rather than think tanks. Improvements are possible, but in the main the SETT Program is successful and warrants a follow-up. In the current Russian context it is hard to distinguish Think Tanks from Consulting Firms, but both deliver independent policy advice to users and both are being encouraged under the program. Consulting firms and Thinks are in the same enterprise sub-sector. Both act as providers of policy relevant economic information. The SETT program, coupled with sensible MPSF/USAID innovations, and use of resources from other programs (e.g., to bring in international expertise) is fostering growth of enterprises in this policy provision sub-sector. As a result Pools of Independent Policy Expertise are emerging.


Some major shortcomings of the current program need correcting. There is not full appreciation within USAID and in the MPSF/IRIS RFP/Grant Award process of the importance of establishing correct applicant expectations, including of the significance of involving international expertise in both the institution building and policy advice processes in the sub-sector. As currently conducted, the RFP/Grant Award process doesn't establish high enough expectations/incentives regarding the need to include international expertise in order to improve output and strengthen institutions. Nor are there sufficient budgetary and monitoring provisions within the SETT Program to adequately provide for them. The program must be better grounded in the Globalization movement by altering expectations and providing more budget. There is also almost no monitoring of the quality of the institutional and policy advice results of the grants. In a sense, the RFP/Grants Award process needs to interact more closely and effectively with both the applicants and the grant winners to improve grant results (institution building and the quality of policy advice), while still maintaining the present impartiality and integrity of the process. This is no easy task.   
1.   Do the various types of grants available under the SETT program allow the program to fund, a) relevant economic policy work while also, b) building the institutional capacity of a sufficient number of think tanks? 

a)
 One is tempted to ask to whom the economic policy work is supposed to be relevant, the Governments of Russia (GOR or the potential clients) or USAID/Western economists? This follows a statement that, "…when it comes to Westernizing the economy, Russian governments (Central. Regional and Local) don't know what questions to ask." Consulting Firms address the questions raised by clients, Think Tanks address social issues relevant to economics and democracy. The point is that relevance to governments is not enough. Outside views (USAID or its emissaries?) must play some role in determining output quality and relevance. Initially relevance seemed related to doing the Governments' bidding. However, the Governments do not necessarily recognize the importance of issues that others (Russian intellectuals, USAID, etc.) think should be addressed, e.g., as set out in the macro thematic areas in the document "Institutional Development-Sept.1'01." These were as follows:

Macroeconomic policy; Taxation and budgetary policy; Economic aspects of government regulation and public sector reform; Restructuring of enterprises and corporate management; Development of competition and antimonopoly policy; Reform of financial sector; Labor market and social safety nets; Industrial policy; Economic problems of social reforms; Shadow economy and economic mechanisms of prevention of corruption. 

It is a strength of the SETT Program and of USAID/MPSF staff associated with it that they reacted to this particular sort of relevance problem by instituting the larger "Quick Response" grants. These seem to have been motivated by a desire to get better, more relevant, speedier coverage of these larger, "Western" issues. The Quick Response approach changed, to some extent, the expectations regarding what the outputs from the grants should be and the (larger) amounts of resources per month that Think Tanks could devote to studying each issue. This latter would (and to some extent did) speed up delivery of output. It is also a strength of the program that USAID and Government staff, rather than contractors, were continually involved in adjusting the Program in order to improve it, e.g., through the four "Quick Response" grants. 

b) 
It seems that the institutional development aims of the program are being carried out to some extent, but it is likely that the institutions being fostered are more like consulting firms rather than Think Tanks. This is not necessarily a bad thing. Until philanthropic giving for public policy purposes increases in Russia, something which will require at least some changes in Tax laws, codes and precedents, it may not prove possible for Russia to support a vibrant Think Tank sector. What seems to be emerging are Pools of Independent, Economic Policy Expertise.
2.   a) What impact are these grants having on the recipient organizations?  With respect to institutional strengthening grants in particular, is the impact b) significant and c) sustainable?

a)   By in large the grants supplement the wages and salaries of people already paid (e.g., by the National Academy of Science) to do research. However, the grants add recognition of the importance of policy relevance and, especially lately, of the need for timely responses.

b)   It is likely that the impact will be increased if more resources are concentrated on a smaller number of grant recipients who receive a bit more "hands on" guidance regarding how to formulate and analyze the issue, what has been done internationally, and how to request and use resources to build sustainable TTs. Significance and relevance will almost always be increased with the use of foreign experts to either help carry out the study and/or to certify it as acceptable and add their endorsement of it. Both of these seem to be lessons of the recent large, "Quick Response" grants.

c)   Sustainability, as this term applies to Think Tanks generally, is not an option in Russia without continued, probably somewhat enlarged external donor financing. It may be an option for consulting firms, however. Think Tanks, as opposed to Consulting Firms, must get most of their funding from philanthropic giving so that they are intellectually independent. At present Russia's tax laws and habits do not favor philanthropic giving that is motivated by the belief that social welfare will be increased if some taxes are withheld and redirected by individuals/companies to Foundations and Think Tanks. If USAID and other external donors are serious about creating a vibrant and sustainable TT sector, they must lobby effectively for changes in Russian tax laws. It is likely that the social gains to such tax law changes would far outweigh the budgetary costs, as long as Government fiscal deficits are controlled through expenditure cuts rather than tax increases.       

3. 
Are the grants awarded under the program significantly impacting the economic policy debate and current economic reform agenda in Russia?


Diane Stone's book, Capturing the Political Imagination: Think Tanks and the Policy Process, sums up the impact issue by saying (p. 106), "…the impact of even the best known Think Tanks on policy is modest." It is also nearly impossible to measure. However, Diane and others don't consider the possible social and policy impact of the policy advice sub-sector as a whole. In the USA the social value of this sub-sector, as measured by their contribution to GDP, or the amount of their revenues or expenditures is considerable. In addition, their impact of policy, taken as a whole is also significant. In short, measuring the impact of particular Think Tanks is less important than assessing the vibrancy of the sector as a whole.

4.
What are the criteria that MPSF uses to award grants? Are the criteria for awarding grants adequate to effectively identify think tanks that can fulfill the basic objectives of the program?


We need to spell out what the criteria are. I think they are changing, as evidenced by the changing wording of the RFPs and by the RFP for the four "Quick Response" grants. My gut tells me that whatever the criteria now are, they are "adequate" but need continual revision. There is a need for more interaction/feedback/guidance between MPSF and the applicants that make an initial cut regarding how to improve the applications. MPSF should probably interact with these first cut candidates so as to improve their applications and MPSF's knowledge of their strenghts and weaknesses. The process should place more emphasis on the importance of designing budget requests that help build institutions (e.g., by staff recruiting/training, revenue raising, etc.) and increase the quality/legitimacy and dissemination of output (e.g. by involving foreign experts and better dissemination/peer review). Added: Perhaps this interactive task should be specifically designated to the US Subcontractor to MPSF. End Addition.
5.
The program awards small research grants to individuals in addition to the larger grants awarded to think tanks. Do these individual grants significantly detract from the program’s goal of strengthening the institutional capacity of think tanks?


It is likely that the segmentation of grant requests and awards into two (or three, or four) categories is sub-optimal and detracts from the full achievement of the goals of the SETT program. Instead, RFPs should stimulate applications that to a greater degree acknowledge and budget for all of the goals of the program -- policy relevant research, institution building, quick responses and effective dissemination. That is, the budgets should demonstrate Russian "ownership" of the goals of the Program. Grants to individuals tend to ignore the importance of collaboration and networking in accomplishing the Program's goals. Applicants may need more help/feedback regarding how to request grants that acknowledge and budget for all of the Program goals. Having notional targets for the appropriate size of grants (e.g., $5,000 to $10,000 for individuals and about $50,000 for institutions) can also lead to sub-optimal grant awards. 
6.
In general, how is the quality of work produced under the research/policy grants?


We can not definitively assess the quality of the work produced so far. Neither, apparently, can MPSF or the Board that awards the grants. For us, the problem is that not even a sample of final output has been translated into English so that we can read and assess it. For MPSF and the Grants Board the problem is the lack of a mechanism and of time and resources to evaluate the output. We have gained some impressions by reviewing the English translations of the Grant Request Passports (summaries), the English summaries of a few final submissions and through discussions with a few authors. With the proviso expressed above (Q. 1) regarding the "relevance" or quality of Think Tank vs. Consulting Firm output, it appears that the quality/relevance is improving slightly. If so, this is the mark of a good Program, particularly if it continues. Furthermore, there is no reason why the quality/relevance can't/won't improve further, given the learning that is currently being inculcated into USAID/MPSF/IRIS processes affecting Think Tank development. The quality/relevance of output is improving partly because of the altered focus on the need to concentrate more resources on each output so as to force more collaboration and speedy delivery. Added: Further improvements, in the quality, completeness and impact of policy advice might be obtained if awards to study a particular policy issue are made to more than one applicant. Put differently, MPSF might call for applications to study a few narrowly defined policy areas and award more than one grant in each area. End Addition
Also crucial is the involvement of internationally recognized specialists in the particular policy areas being researched. This usually means involving more expensive foreign experts, or Russians who compete internationally and, therefore, command compensation at international levels. The current SETT program has accommodated this "foreign expert" element via decisions made and money provided from outside the SETT Project. This may not be a bad thing, since it has encouraged USAID staff to become more closely involved in the Program. However, it leaves the SETT program at the mercy of other claims on the outside money.  

7.
Does the program make a sufficient effort to award grants to think tanks located in areas outside of Moscow and St. Petersburg? a) Is the geographical distribution of grantees sufficient to address the needs of think tanks in the regions?  b) Do regional governments turn to think tanks for policy analysis support? 


a) It is unclear why it is desirable to have a disbursed or regional distribution of Think Tanks. Think Tanks are enterprises and like all enterprises, they should be located where they can be operated most efficiently. As is the case in other countries, it is most likely that Think Tanks should be located in clusters. In light of this, using geographical dispersion as an award criterion is likely to be sub-optimal, perhaps decidedly so.


b) There is clear evidence that grant request submissions are motivated by the concerns of a disbursed set of regional and local governments. An important reason for this is that all regional, and many local governments are willing to pay Think Tanks to address issues of interest to them. In this sense, the grants can be seen as subsidies to pay for quality policy relevant research that the regional and local governments can't afford on their own. 

II.
As the umbrella organization implementing the SETT program, is MPSF adequately fulfilling its managerial and administrative role?


Jerry, I think this is mainly your area of expertise. At this time I feel that MPSF has done very well at getting the program off the ground and insuring impartiality. It has not done so well at establishing expectations and funding proposals that contribute to the development of the sub-sector by encouraging institutions that will produce and adequately disseminate good, internationally respected policy advice. In particular, the responsibility for dissemination, and for ensuring international acceptability, both of which can act as techniques for evaluation of output, seems to lie with USAID/MPSF rather than with each institution. At present there is a "lottery" aspect to the contest. If you follow the rules, you'll get money no matter how well or poorly you perform with respect to policy advice and institution building after receiving the money. The RFP/Award-of-Contract process doesn't seem to convey or teach what each applicant ought to request in order to build a Think Tank/Consulting Firm and ensure the output is good, internationally acceptable policy advice. Correcting these problems will require a better RFP process, more involvement by international experts and more monitoring/interaction by MPSF/IRIS. It will also require more money overall, and better budgetary requests by applicants for more money and for larger expenditures for international expertise, dissemination and fund raising. The grantees' budget submissions should internalize the costs of international experts and more institution building, such as dissemination and fund raising. In short, the current SETT Program needs to move from supplementing professionals' wages, to changing their behavior so that they build viable institutions that raise revenue and produce and disseminate good, internationally acceptable policy advice. 

1.    How has MPSF performed relative to the requirements of its cooperative agreement?

2.   Is MPSF adequately fulfilling program reporting and administrative requirements in a timely

manner?

3.   As a Russian organization that manages a program that awards grants to other Russian

      organizations, has MPSF been able to effectively maintain impartiality throughout the grant

      selection process? 

4.   In the two years since the program began, how flexible has MPSF been in responding to

      changing conditions and contingencies?

5.   Has MPSF adequately monitored the performance of grantees under the program?

6.   How successful has MPSF been in publicizing the SETT program and in disseminating work

      produced under SETT grants?

7.   What role has MPSF’s US based subcontractor, IRIS, played in this program? Has IRIS

     added sufficient value to the program?

(III)
What sort of improvements can be made in designing a follow-on program?

The SETT budget needs to be larger so that MPSF can award larger grants to applicants who suggest good research topics and budget for appropriately carrying them out while building an institution that produces and disseminates good, internationally acceptable output. The budget would normally include requests for institution building and sustaining items such as raising other revenues, staff training, etc. In effect the criteria for awarding (larger) grants would be enlarged and spelled out in more detail in future RFPs. In addition to the soundness of the research proposal, the applicants' facility in buying and using international expertise, in disseminating results in ways that expose output to open criticism and in raising outside funds for future budgetary needs would be assessed.


Added: These questions do not explicitly raise questions regarding the cost effectiveness of the SETT Program. It is likely that this question is more important for the future than for this initial Program. This issue is addressed in a separate subsection of the Questions Arising below.
1. What are the main strengths of the program?
The program has started the process of building a policy advice sub-sector. This is no small achievement.

2. What are the major constraints facing the program?

The current grant award process does not award enough money to each grant recipient nor does it establish appropriate expectations/incentives for building institutions that will become sustainable and produce and disseminate internationally acceptable output. Added: Cost effectiveness is also not presently a criterion for choosing award winners. End Addition. Those that realistically budget for building their institutions, using international expertise and raising outside funds should feel that they will be rewarded while those who don't, won't. However, attempts should be made to make those who don't win grants aware of why they failed. The overall SETT budget is too small and there are too many separate grants under the present procedures to make the desired changes in cost-effective ways. 

3. How can these constraints be ameliorated in the design of a follow-on program?

There should be a larger budget within SETT and it should be possible to fund larger applicant budget requests that realistically fund both appropriate policy research, including the use of international expertise, and institution building costs such as evaluative dissemination, staff training and fund raising. 

4. What are the lessons learned that can be drawn from this program?

It appears that the advent of the larger, "Quick Response" grants was good. It reflects learning inculcated as a mid-course correction. Speed of response was not the only motivating factor in these four grants, however. The four grants also explicitly introduced international expertise in ways that improved and added legitimacy to the output. Furthermore, the grants focussed on the need to request proposals with budgets that would deliver credible policy output, rather than proposals to use up whatever amounts of money that were awarded. There also seemed to be more interaction between MPSF/IRIS and the grantees in both fashioning the proposals and in carrying them out. Unfortunately, the importance of dissemination beyond the Duma, as a way of gaining compliance with the policy changes and revenue possibilities for the sub-sector, has not been realized. 

Also, it is now clear that there is a significant amount of professional entrepreneurship in Russia that can contribute to a vibrant, growing, policy advice sub-sector consisting of many, competing Think Tanks/Consulting Firms. At present, most of the outside money for these activities supplements wages rather than compensating entrepreneurial activity.  

5. How can USAID better use think tanks to effect policy?

The lessons of the four "Quick Response" grants demonstrate how this can be done. Perhaps

of most importance is to ensure that international expertise is involved inside of and budgeted by the Think Tanks/Consulting Firms that are doing the policy studies. 

6. Is it desirable to continue implementing this program through a Russian umbrella organization? What are the benefits of using a Russia umbrella organization? What are the drawbacks?

Yes. The benefits include having an appreciation of the language and country needs and

Instituting indigenous practices for awarding grants in impartial but effective ways. The major drawback is the lack of appreciation of and mechanisms for including international expertise into the policy research, delivery and dissemination process. That is, a lack of appreciation of the potential benefits to Russia of globalization of the policy advice sub-sector. 

7. What are the greatest accomplishments/success stories from this program?

So far the four "Quick Response" grants are the most successful, primarily because they

seem to have been given to already fairly healthy institutions and because those institutions have used foreign expertise in producing and legitimizing policy relevant output. However, building a larger number of competing policy advice institutions is very important. It is likely that this is possible along with the policy output goal.  It is probable that fewer, larger grants should be given to those applicants that request budgets that involve international expertise and are judged likely to produce and disseminate quality output while building a sustainable, competitive Think Tank/Consulting firm.

B.
Questions Arising in the Course of the Evaluation

1.   In What Capacities Might Think Tanks Perform in Russia?


What might we expect from the Think Tanks/Consulting Firms spawned/supported under the SETT program? I have adapted Ray Struyk's (Reconstructive Critics: Think Tanks in Psot-Soviet Democracies. Urban Institute, 1999.) five-way classification into the following four categories. Think Tanks should serve as:


(i)    A source, evaluator and advocate of socially valuable economic policy proposals;


(ii)   An evaluator of existing economic policies, processes and programs;


(iii)  A source of personnel for higher-level government positions;


(iv) A source of information to news organizations about current economic policy/program

 
     issues.

2.   What Should be the Major Orientation (Perspective) of Think Tanks/Consulting Firms in Russia?


There are several possible orientations that Think Tanks/Consulting Firms can adopt. I list them, with comments, below.

(i) Social versus Private Welfare Or Increasing versus Transferring GDP?



This issue is addressed above, in the early parts of this draft. It is related to the Independence question. When "independent" policy advice is given, it is usually assumed that it is focussed on enlarging social rather than private welfare, or on increasing GDP/empolyment rather than transferring them from some to others. The most obvious example of social welfare increasing advice is when recommendations are made that increase the income of poorer families without reducing or transferring it from richer families. This would be the case, for instance, when a policy is advocated and enacted that simultaneously increases wage income and employment. 

(ii)   National versus Regional Specialization/Orientation?



The SETT Program seems to be reacting to general anti-Moscow sentiment in adopting an explicit goal of developing Think Tanks in the regions. The issue harps back to the regional location of industry views of past Socialist Governments. It overrides potential efficiency and comparative advantage gains that Think Tanks can obtain by locating wherever they want but specializing on particular economic policy issues. Among the areas of specialization could be Central versus Regional issues, but there is no reason why one or several Think Tanks in each region should specialize on this Central/Regional issue.



A related concern is that such a regional development strategy may endorse a position favoring transferring rather than creating income to maximize regional welfare. This is a beggar-thy-neighbor policy that will markedly reduce national welfare. That is, it is possible that subsidizing regionally oriented Think Tanks will endorse policies favoring private/regional instead of national perspectives. 
(iii)  Western/Global versus Russian Economic Approaches?



In a sense Russia is Westernizing once again, but Russians want there to be something "Russian" about what remains after the westernizing process. The Anti-Global sentiment has a lot of currency in Russia because people focus on what is lost rather than what can be gained. I don't doubt for a minute that westernizing and globalizing Russia will bring huge gains, but I think the emphasis should be on the potential increases in employment, wage income and consumer choice, not the gains in an abstract concept such as GDP. It would also help if it didn't appear that globalization is needed simply to help Russia repay it's huge external, public sector debt. This latter is, in fact a significant element in souring relationships between Moscow and the Regions too, since Moscow is seen as collecting huge amounts of revenue without providing benefits in kind. 


3.   Why Should USAID Support Think Tanks/Consulting Firms in Russia?


Real Politic- It is in the US international political interest. 


Altruism- Think Tanks are sure to help the Russian people and this fulfills the altruistic desires of Americans.

4.   What is (should be) the Role of Cost Effectiveness?



The lack of evaluation of output, raised by M. Demetriev is essentially a cost effectiveness issue. He's asking, are we getting the most value for our money? Or, how can we get more value for our money in the future? Increasing the value per dollar of institution-building and policy advice output is complicated, but demands both a vibrant sub-sector and complete freedom of entry/exit and transparency. Administratively picking winners and losers is not the way to go. 
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