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1) Imtroduction

During the course of the 1980’s, the international development community—both donors and
~ developing country governments—became increasingly concerned about the quantity of resources—both
people and money—going into technical assistance. Of particular concern were the meager resnits in the
develdpment of sustainable institutions and in capacity building’.

Over the past decade, a number of donor reviews and evaluations pointed to institutional constraints
as the main impediment to achievement of development objectives. 1t also became obvious over this period
that successful implementation of economic and policy reform depends on the existence and effective
management of appropriate institutions. Reflecting these views, the Development Assistance Committee
(DAC) of the OECD asserted in its annual report of 1989 that “sustained and self-reliant development
depends on the strength and quality of a country’s institutions.”

These fea_lizations have served to elevate institutional development (ID) to a priority status in most
development agencies. This recent focus on ID represents a shift away from earlier approaches to
development with their emphasis on technology transfer and the development of hurman capital, largely
through technical assistance and training. Under thesc earlier approaches, instifutional strengthening or
development was generally secondary.

In Canada, the government’s strategy for development assistance, Sharing our Futare (1987), re-
flects the international cdncem for the importance of institutions in the development process by
cmphasizing “strengthening human and instituiional capacities of developing countrics and the [ostering
of partnerships,” |

CIDA recently adopted the mission of supporting sustainable development in developing countiies Y,
Sustainabie development is seen as an integrative, holistic goal that requires recognition of the interde-
pendence and synergy of five elements, namely economic, environimental, political, social and cultural.
Ii also recognizes that this can best be done through building the capacities of developing countries to

define and achieve their own sustainable development.

2 This concept should not be confused with the sustainability of institutions or development projects.
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This orientation is reflected in the objectives of the Asia program, one of which is:

to strengthen the institutional capacity of Asian countries to develop and implement po-

licies conducive to sustainable development 2,

This paper will review CIDA’s experience in institutional development in Asia and attempt to draw
out some of the lessons learned. The final section of this document will provide more detail on current
thinking within the Agency on approaches to institutional development and more broadly to capacity

building.

2) Evolution of Terminology and CIDA’s Approach to ID

The past two to three decades have witnessed an evolution in donor approaches from an initial focus
on institution building to later emphases on institutional sirengthening and development. The term ‘in-
stitution building’ was commonly used in the 1950s and early 1960s to refer to the idea of equipping
developing countries with public sector institutions such as public service commissions and audit burcaus:

‘Institutional strengthening’ became the term of choice inthe 1960s and 1970s as the emphasis shifted
to the improvement of existing organizations. The term ‘development management’ followed in the 1970s
and reflected a focus on management of development programs rather than the improvement of individual
institutions.

In the 1980s, the term ‘institutional development’ came into widespread use. It added new emphases
including: 1) involvement of private and non-public institutions; 2) the view of [ as a long term *process’
of restructuring and organizational change rather than a “blueprint’ or ‘transfer’ of skills’; 3) the linking
of organizational effectiveness to the interaction of internal management and the external environment;
and 4) movement beyond framework of individual institutions and making the connection to the concept
of macro sustainability. |

CIDA’s programming has reflected some of these transformations. Trends within the agency include
a shift-away from supporting the establishment of new institutions, such as engineering faculties, to
assistance aired at strengthening exis.ting ones. There has also been a move away from physical inpuis
{e.g. equipment) and a reliance on technical cooperation as a tool for ID to other mechahisms such as
linkages and partnerships.

The range of partner institutions has also increased with greater focus on networks, non-govermmental
institutions, policy/research institutes and other groups outside of govemment. These changes reflect, in
part, broader CIDA concerns such as community empowerment, participatory developmenf and contrib-
uting to the democratic process.

ID projects with individual institutions in Asia are becoming increasingly specific in their focus and
tend 10 be geared more towards the development of core capacities such as strategic planning and policy

formulation.

3 CIDA Programs in Asia, An Overview, June 1992, Page 7.
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Throughout the paper, we will use the terms institutional development and institutional strengthening

or support interchangeably,

3) The Scope of CIDA’s ID Work in Asia

CIDA provides major bilateral assistance to nine countries in Asia: Bangladesh, China, India,
Indonesia, Nepal, Pakistan, Philippincs, Sri Lanka and Thailand. The Agency also has a regional program
involving ASEAN and a variety of other institutions throughout Asia,

Projects and programs in the region refilect the priority themes of CIDA’s Asia program: good
governance, private sector development, the environment and cominunity empowerment, CIDA’s work
in these areas is with Asian institutions associated with economic and social policy, community
development, public administration and governance. The Asia program has supported development of
human resources for key institutions through skills upgrading, especially in managerial and technical
areas. This training has taken place in Canada, in the host country and in third countries.

The orientation of CIDA’s Asia program is evolving from more traditional programs of assistance to
broader cooperation focusing on sustainable development and the building of partnerships between Asian
countries and Canada. _

CIDA involvement in ID in Asia is at various levels and represents a variety of approaches. This
section of the paper highlights a small number of examples associated with the following categories:
central ministries, sectoral ministries, regional/local governments, policy/research institutes, educational
institutions, non-governmental organizations and institutions and regional organizations.

CIDA’s institutional development projects with central ministries focus on strengthening capacity to
plan and manage social and economic development. One such example is CIDA’s project with the
National Economic and Social Development Board (NESDB) in Thailand. The project involves tech-
nical assistance, pelicy research support, workshops, seminars and training.

CIDA is also supporiing a number of policy and research institutes which carry out research on key
development issues and provide governments with an independent source of policy advice. An exam.ple
is the Thailand Development Research Institute (TDRI).

An example of CIDA’s institutional development work at the sectoral ministry level is the Envi-
ronmental Management Development in Indonesia Project {(EMDI). This project has focused on
upgrading the environmental management capabilitics of Indongsia’s Minisiry of State for Population and
the Environment (KLH).

CIDA recognizes the imp(_)nance of effective local and regional governments in the development
process and has supported a number of ID projects at this level. Exaraples include the Sulawesi Regional
Development I’roject (SRDP) in Indoncsia and the Karnali-Bheri Intégrated Rural Development (K-
BIRD) Project in Nepal.

Educational institutions have been an important focus for CIDA’s institutional development work in
Asia. This is particularly true in China where CIDA has made a substantial commitment to management

education. One example is the Canada/China Management Education Project (CCMEP) which fo-



cuses on strengthening MBA programs at 8 universitics. _

In supporting Asian NGOS, CIDA aims to strengthen their institutional base and their sustainability
as organizations. Examples of support include the Philippines Cooperative Development Assistance
Program (P-CODAP) and the All China Woinen’s Federation (ACWF): Women In Development
Fund?,

CIDA also works with a variety of inter-governmental and regional organizations and institutions
throughout the region, such as the Asian Institute of Technology (AIT), the Asian Institute of Man-
agement (AIM) and the South-East Asian Ministers of Education Organization (SEAMEQ).

Annex A provides more detailed information on these and other 1D projects in the region.

4) Characteristics of CIDA’s Institutional Development Work
CIDA’'sID projects can be characterized according to their components (e.g. technical assistance), the
capacities addressed (e.g. strategic planning), the approach followed in the project, or the mechanisin used,

such as linkages. This section highlights some of these characteristics.

Componenis

CIDA’s ID projects involve a number of different components. Most projects, for example, rely on
the use of technical assistance personnel, either on a short or long term basis. These personnel have
traditionally been Canadian but there is now an increasing tendency to draw on regional expertise,

In many instances, the core of institutional development support is training on-site, in the region or
in Canada. Asnoted, the ‘Canada/China Management Education’ project has focused on training of faculty
members from 8 key Chinese universities. It has also involved support to Chinese administrators through
work/study tours in Canada as well as helping with curriculum development and upgrading of libraries,
as additional components.

Other components of many ID Projects are equipment, facilities and financial support.

Mechanisms

The bulk of CIDA’s 11 initiatives are channeled through the Agency’s ‘country to country’ or
bilateral programs which respond directly to requests from developing countries. However, ID activities
are also supported by CIDA Partnership Branch which works with various non-governmental orga-
nizations, educational institutions and private sector interests.

The traditional mechanism for implementation of CIDA’s ID projects has been through Canadian
Executing Agencies (CEAs) which can include universities, community colleges, private firms, national
associations and non-governmental organizations. However, there has been a trend in some countries
towards use of Local Executing Agencies (LEAs), organizations based in the developing country con-

cerned or in the region, For example, NESDB in Thailand is responsiblc for implementing the ‘Thailand

¥ ACWF is not an NGO in the strict sense of the term.
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Development Research Institute Project’.

Institutional Linkages are another mechanism uscd in 1D projects. Their nature varies from one
situation to another, Some are based on exchange of personnel, study tours or joint research while others
may have more explicit institutional objectives.

While the developmental impact of some linkages may be somewhat difficult to measure in the short
term, CIDA’s experience suggests that linkages are valuable for broadening contacts and enhancing the
confidence of staff in their research, teaching or other endeavors. Examples are given in Annex A and
include linkages between Indonesian and Canadian universities associated with the EMDI project and the
institutional linkages program in Thailand (ILP). ILP, which was CIDA’s first bilateral linkage, brings

together universities from the two countrics in programs which address Thailand’s development priorities.

Capacities Addressed

CIDA 1D projects are designed to address a variety of institutional issues and capacities. They do so
either independently or in conjunction with one another. The Thailand Development Research Institute
project, for example, has been concerned with developing Thai capacity in policy development. At the
same time, TDRI has received support in organizational development and systems development. Other
capacities addressed in ID projects include strategic planning, management and administration.

The capacities addressed in ID projects depend, among other things, on the type of organization
involved, the nature of the organization’s weaknesses, and the skills of its personnel. They also depend,
in part, on whether the ID project is supporiing ‘development’ of a new institution (e.g. TDRI) or
‘strengthening’ of an existing one. In the former case, the institutional development needs may be more
fundamental and broad. On the other hand, ‘institutional strengthening’ projects may have more specific

and limited sets of objectives, e.g. staff upgrading or installation of new computer systems.

CIDA’s Approach
CIDA’s approach to ID projects is largely shaped by the overall orientation of its program in Asia.
Scveral key trends are particularly important, |

1} The concept of “partnership’ is central toCIDA’s Asia program. With this comes a recognition that
benefits must be realized by all parties involved in order to maintain their commitment. Partnership
also implies a relationship of trust and a long-term commitment by all parties.

2) ‘Local ownership’ is another important concept related to parinership. CIDA’s projects or
programs are responsive to needs 'expressed by local partners rather than being supply driven,
Typically, CIDA supports a project or program, through institutions or the government. The
resulting sense of local control or ownership contributes to long-term sustainability.

3) Finally, CIDA’s approach to programming in the region emphasizes ‘participatory development’
and strengthening organizations in the civil society, e.g. the ‘Philippines Cooperative Develop-

ment Assistance Program’ (P-CODAP) and the * Assistance to Local Development Foundation® in
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Thailand. An important part of participatory development is the trend towards local execution
which is reflected in a pumber of examples presented in Annex A, such as the 'NESDB Institutional
Support Project’ in Thailand. Even when a Canadian Executing Agency plays a prominent role, the

project proceeds under the authority of a localty constituted Board or governmt body.

5) Lessons Learned
The following section of the paper outlines some of the lessons learned by CIDA from its activities
in institutional development, The categories used reflect key factors identified in the ID literature as

important to determining institutional effectiveness.
Design

The design of an 1D project or program can have a significant influence on eventual outcomes.
1. ID projects should be flexible and iterative.

A blueprint approach te 1D is neither practical nor feasible. Objectives, strategies and resounrce
demands will emerge and change as the process of institutional development proceeds. There must be
adequate opportunity for participants to learn from experience and for the program to be modified on the

basis of lessons learned.
2. Institutional assessments should precede the design of the project.

Projects and programs are rarely planned from the perspective of the broad societal and institutional
capacities. An assessment of these should start from the fundamental question of which org.anization is the
most appropriate to undertake a givenactivity. It would discern, among other things, the role of institutions
concerned with a given issue within the larger national development context and the support systems
available which will ensure sustainability after the end of the project.

Once the appropriate institution has been chosen, there should be an assessment of its needs and the
nature of the support required. Donors should avoid approving new projects for organizations already

reeling under the weight of on-going activities.

3. The concept of institutional development is not always clearly articulated in projects nor fully

understood,

Because the concept is still evolving, the implications are unclear. Project participants often struggle

with the definition of objectives and the criteria to measure success. The result is difficulties in monitoring



and evalnating 1D projects and in developing a sense of ‘what works’ and what does not.
4. Project objectives need to be appropriate to the level and degree of intervention,

Some projects suffer fromoverly complex designs or excessively ambitious objectives, In some cases,
this can be attributed to inadequate assessment of the institution’s capacity. Consequences which may
follow include the inability of the local institution to absorb project inputs, frustration on the part of ali
parties, a need to modify project objectives and methods, and extension of support beyond the original

project period.

5. Strengthening of institutions should accompany the upgrading of skills and knowledge of individuals

within the organization.

A number of CIDA ID projects have focused on training with limited explicit attention to long term
institutional objectives. Individual training should fit into an institutional plan with appropriate follow-

up activities to ensure utilization of skills, deployment of necessary support mechanisius, etc.
6. Support for ID should address issues of management and administrative systems.

In some CIDA projects, training has focused exclusively on operaticnal staff within the organization.
Evidence often points to a need for training in management, administration and systems development as
well to address the ‘structural’ needs of the organization. Such training helps to ensure that new skills are

managed properly for the benefit of the institution and its client groups.

ID initiatives should also include an assessment of broader working conditions in the institutions
" concerned, including salaries, management systems and practices, secretarial services and the state

of the organization’s equipment.

7. Deceniralized project planning and management can help ensure the success of 1D projects.
Anexample of this is the Local Development Assistance Program (LDAP) in Thailand. LDAP, which

was the predecessor of LDF (see Annex) provided funds to Thai NGO, for rural development activities.

Although CUSO was responsible as executing agency for this project, decisions with respect todistribution

and use of funds were made locally by Thai partners.

8. Networking with regional organizations can lead to a wider distribution of project benefits.
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At the same time, working with regional organizations can present its own challenges in terms of

coordination and cnsuring equitable distribution of benefits and broad sense of *ownership’.

9. Well designed and focused ID project increase the potential for dissemination of concepis and

approaches, and possibly replication.

The State Education Commission in China, for example, has directed nine universities to offer MBAs,
and others may be accredited in the future. The program of cooperation between Chinese and Canadian
Facudties of Management (CCMEP) is seen as being parily responsible for this decision. The success of

CCMEP can also attributed to the support it received over a long period of time,
Process

The processes used in development projects can determine their success or failure. For example, the
nature of collaboration, the commitment of project/program partners, the degree of fiexibility demon-
strated and the continuity of personnel and approaches can affect relationships between donors and

developing countries and either contribute to sustainability or undermine it.

10. Close collaboration is essential to ensure that the expectations and objectives of all participants are
clear, understood and shared, including the nature of donor, cxecuting agency and local institution

involvement.

A number of CIDA evaluations underline the need for a longer planning or ‘getting to know peried’
between Canadian and partner institutions. This period of familiarization helps to determine appropriate

roles and approaches.

11. 1D is a long-tenn undertaking which must be reflecied in project time frames and stakeholder

commitment.

Institutional development takes many years, probably a minimum of ten. A difficulty for agencies
such as CIDA has been how to mamry the requirement for long-term involvement with the limitations
imposed by the project cycle (generally 5 years for CIDA). This generic difficulty is now being addressed

in CIDA’s strategic management review exercise.

12. ID projects and programs require considerable on-going management time on behalf of donor

organization staff.
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A recent CIDA report on a project in Pakistan emphasizes the need for CIDA to support project
partners, to help in achieving a consensus when necessary and, if need be, to broker agreements.
Management requirements such as these are often underestimated at the project design stage. Failure to

provide such supports can delay ]51'0ject activities or diminish the overall effectiveness of the initiative.
Extemal Environment

A number of authors (see Israel 1989, Brinkerhoff, 1992, among others) highlight the importance of
the external environment as a determinant of institutional effectiveness. External factors which may
influence institﬁtionai development or effectiveness include networks, linkages, the role of stakeholders,
laws and reguiations, the pblicy environment, the economy, stability {the rate of external change) and the

demand for an institution’s goods and services,

13. ID projects have a greater likelihood of success if they are compatible with national legal and

regulatory frameworks as well as with macro and sector-level development potlicies and plans.

The success of the EMIDI project in Indonesia illustrates the imporiance of this peint. The Indonesian
government committed itself to the project at an early stage and the involvement of NGOs has helped to
cnsure a broad base of support. The management education projects in China can also attribute some of

their success to the priority the Chinese government has attached to management education.

14. Stakeholder involvement and a strong level of commitment by the local institution and lecal

community is an important pre-requisite to the success of 1D projects.

Lack of involvement by the local people in the initial stages of the K-Bird project in Nepal frustrated

the attainment of ID objectives.
15." A secure revenue basc is a pre-requisite to sustainability of ID projects.

The difficulties faced by local institutions in covering recurrent costs often result in requests for
exlensions of financial support beyond the initizl project period. This sometimes leads to recommenda-
tions from the donor for introduction of user charges, securement of endowments etc.

Internal Environment

The internal environment refers to such factors as leadership, decision-marking processes, structure,

strategies and capacities (e.g. financial and human) which give shape to an institution,
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16. Deficiencies in strategic planning abilities can affect sustainability of 1.DC institutions and prolong

dependency on donors.

Strategic planning skills include such abilities and characteristics as policy analysis, systems thiking,
openness and flexibility, The shortage of such skillshas frustrated the attainment of institutional objectives
in some organizations. Strategic planning ability is also increasingly seen as an important core capacity

associated with sustainability and self sufficient development.

17. Problems in the internal govemaﬁce of local institutions can detract from the sustainability of ID

initiatives.

Leadership problems, lack of continuity, poor management skills and wavering commitment can
undermine institutional development. The nature of the relalionship between national and regional level
governing structures can also atfect organizational viability (e.g. the effectiveness of coordinative

mechanisms and clarity with respect to mandate or division of responsibilities).
Implementation Issues
Implementation issues discussed below refer to the roles of executing agencics and/or advisors.

18. The abilities of the executing agency or advisor in training/HRD is important to the success of ID

projects.

Consistent with much of the literature on technical assistance, a number of CIDA evaluations point
to shortcomings in the abilities of Canadians as trainers/teachers in an LDC contexi, This can be attributed
to a variety of factors including difficulties in adapting to different teaching traditions and inadequate

understanding of the local culture.

Trainees coming to Canada as part of an ID project can also experience problems, usually in the form
of culture shock or in language difficultics. For Canadian teaching institutions, the challenge is to provide
programs that match the diverse professional and institutional needs of trainees and offer adequate initial

orientation,

19. Technical assistance personnel should provide support to local personnel on ID projects rather than

‘doing the job’ themselves (i.e. ‘non-substitution approach’).

Substitution of local personnel with expatriate advisors can be costly and counterproductive

developmentally. It can also reinforce a sense of dependency.on the part of LDC institutions.
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20. *Linkages’ create relationships based on mutualty shared interests but frequently have poorly defined

[D objectives.

While linkages between ‘like-minded” institutions have value, their long-term institutional develop-
ment objectives can sometimes be vague. This lack of clarity with respect to 1D objectives is sometimes
attributed to the internal culture of the institutions involved. Universities, for example, are seen as centres
for learning and research, but they tend not to pay as much attention to institutional management,

Increasingly in linkages, CITDA s orientation will be to look at specific outputs or benefits to be provided.
21. Institutional development work can be sensitive and threatening in nature.

ID can be threatening to established values, procedures, prioritics, leadership styles and administra-

tive practices. This concern reinforces the need for dialogue and mutnal understanding between partner

institutions at all levels.

1D work also requires cross-cultural sensitivity and communication skills. The extensive literature on
the effectiveness of technical assistance indicates that not enough attention is paid to these skills and

sensitivities in general and particularly in the context of 1D projects and programs.

6) Some Future Grientations

CIDA is now in a period of serious reflection about its future, a review which includes its mandate,
its structare and its processes. Because this reflection is not yet complete, I cannot define how the Agency
will address institutional development in the future and how some of the lessons described above will be
applied. The following thoughts are thus the refiections of the division. Thead within the organization and

should not be construed as official CIDA policy.

i) We foresee a more systematic approach to institutional development, an approach which includes not
only abetterassessment of the broad institutional environment and the conditions prevailing inagiven
organization but alsoa shiftinemphasis away from supply, usvally in ihe form of expatriate personncl,

to demand,

The satisfaction of the needs identified through the analysis of demand, in turn, implies the adoption
of new tools, different from those used in traditional aid programs. These might include incentives for
employee productivity through higher salaries and improved working conditions. Donors are unlikely to
consider these without more emphasis on policy issues and especially questions of governance. Hence,
Institutional development projects in the future will probably have a much stronger emphasis on policy

dialogue at both institutional and national levels.

_53_



ii)

i)

iv)

We are hopeful that the current reflection will result in a structure which allows the organization to
more casily incorporate the lessons of experience in 1. One of the objectives of the reflection is to
move CIDA towards becoming a ‘learning organization’ with greater reliance on the ability to assess
past experience and its implications for the future in an integrative way. Part of this will entail the
establishment of mechanisms to feed lessons learned back into the operational side of the organization
and ensuring that changes over time are accurately reflected. The operationalization of lessons
requires, in turn, flexible mechanisms to allow redefinition of intended outcomes or results as

conditions change, in keeping with the iterative planning approach,

We foresee a move towards a contracting mode whereby more emphasis will be placed on the
achievement of pre-defined objectives, rather than on supplying inputs. This orientation will help the
Agency shift towards greater emphasis on resulis as opposed to procedures. It also reflects the
intemational concern that the present system of development assistance, and particularly technical
cooperation, has stressed inputs without adequate attention to the longer term issues of sustainability.
This change presents a particular challenge in the social sectors where measurable indicators are more

difficult to define than in economic areas.

We hope that CIDA will put more emphasis in the future on the abilities of Canadian pariners to work
in a cross-cultural milieu. In an iterative planning process, such skills will be critical to ensuring that
consultations between Canadian organizations and the organization in the host country are effective

and mutually beneficial.

It scems likely that there will be an increased emphasis on ensuring a balance of benefits to Canadian
and developing country partners. This recognizes the reality that an imbalance leads to declining levels

of commitment and to a strained partnership.

vi) We foresee greater priority in future institutional development activities to such skills as leadership,

participatory management, addressing stakeholder needs and community involvement. The contin-
ued viability and relevance of organizations depend to a large extent on their abilities to evaluate
environimental conditions realistically and to plan the activities of the organization strategicaily. Thus
strategic management skills such as environmental scanning, strategic planning and policy formula-

tion will also need to be strengthened.

These trends reflect CIDAs efforts to try to operationalize the mission of sustainable development

mentioned carlicr in this paper. While recognizing the importance of individual institutions and organi-

zations, the interaction and the interdependence implied by the sustainable development paradigm has

very recently led my division to take a broader view of developing capacity throughout a socicty. We see
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“capacity building” used in this context as a holistic concept similar to sustainable development.

Capacity buildiﬁg would appear to be a more integrative, more substantive and less technical coneept
than institutional development. To us, it implics reshaping the relationships between donors and recipients
and making indigenous capacities the central focus of attention, Itis based on the assumption that improved
developlﬁent performance comes from the sitnuliancous improvement of a host ol interconnected factors
including altering social and cultural understandings, improving policy formulation, creating more
effective linkages among organizations, upgrading of the performance of functions across governments,
strengthening the civil and the private sectors, etc.

The concept attempts to take into account the need to develop an enabling enviromment—the values,
social institutions and supportive behavior that allow a country to make progress in areas such as good
governance and democratic development.

Capacity building implies the need to build capacity at all levels and in all sectors and thus subsumes
human resource development, institutional development empowerment and participation. In our
conceprualization, which is still incomplete, it goes beyond techniques and beyond projects to a cross-
sectorial and interdisciplinary systems approach with emphasis on fostering links among groups through
collaborative efforis or partnerships.

We feel that capacity building is almost a metaphor for the end of aid, for the self-sutficiency which
has been the elusive goal for most stakeholders in development. It could also be seen as a necessary first
step not only for developing countries but for the developed ones in their efforts to adapt to our rapidly
changing world. It is thus an integrating concept for North and South,

The ultimate results will, of course be determined by effective capacity utilization. My division is
currently exploring these and other dimensions of capacity building in the hope that it will provide an

effective tool for cooperation in sustainable development.
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Annex A
SELECTED EXAMPLES OF CIDA INSTITUTIONAL DEVELOPMENT PROJECTS IN ASIA
Central Ministries _

e  Department of Technical and Economic Cooperation (DTEC)
Institutional Development Project—$2.9 million (Cdn.) contribution, 1985-1994 (Phase [ and 1I)

DTEC operates under the auspices of the Prime Minister’s Office and is responsible for administering
technical cooperation programimes between Thailand and its cooperating partners. '
"CIDA’s 1D project with DTEC has 5 main components: human resource development (HRD),
organizational development, monitoring and evaluation, technical cooperation plamning and equipment.
Local training in the project has focused on project management (e.g. planning, proposal preparation,
project analysis, monitoring and evaluation). Training provided in Canada has combined Master’s level
training in areas such as public administration and economics and short term training in public sector
management. The latter was provided by a Canadian partner iristitution (the Banff Management Centre)
withinput from DTEC. Project funding provides for Thai consulting services as well as Canadian technical
assistance.
The project has, among other things, enhanced DTEC’s coordination role in technical cooperation in
Thailand and has helped fo strengthen its relationships with donors as well as implemehting agencies

within the country. DTEC has been both the ‘recipient’ and the ‘executing agency’ for this project.

e  National Economic and Social Development Board (NESDB)
Institutional Support Preject (Thailand) —$5.0 miilion contribution, 1989-1994

The purpose of this project is to increase the technical and institutional capacity of the Board which
serves as a central planning agency and economic policy advisor to the Thai cabinet. The project involves
technical assistance, policy research, workshops, seminars and training. As with the DTEC project,

NESDB serves as exccuting agency while receiving advisory support from Canadian experts.

e  Policy, Training and Technical Assistance Facility (PTTAY) (Philippines)—3$10 million con-
tribution, 1992-1997

CIDA has just embarked on this 5 year project, the purpose of which is to assist key public sector
institutions in their efforts to improve their capacity to formulate, plan, implement, monitor and evaluate
socio-economic policies and administrative reform programs. Three agencies, the National Economic and

Development Authority, the Department of Budget and Management and the Civil Service Commission
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‘will receive technical assistance from Canadian, Filipino and Asian sources. The Philippine Institute for

Development Studies is implementing the project.
Policy and Research Institutes

e  Thailand Development Research Institute (TDRI) Project—S$ 14 million contribution, 1992-1996
(Phase 1)

The key objective of this project from the beginning in 1984 has been io assist in the development of
a new policy research instilute capable of providing systematic policy research, and development of
relevant planning models. Canada has provided technical assistance and cquipment. The National
Economic and Social Development Board (NESDB) has served as the Local Executing Agency {LEA) and
the Thai government has contributed $30 million to the project.

Assistance from Canada in quality control, evaluation and reporiing has been provided by the Institute
for Rescarch on Public Policy (IRPP). TDRI has also established a linkage with the Conference Board of

Canada.
o Malaysian Institute of Economic Research (MITER)— $1.2 million contribution, 1987-1992

MIER is a public policy research organization which was established to assist the Malaysian
Government in the development of national economic policy. Canadian support is in the form of
attachments of MIER personne! to relevant Canadian institutions and exchange programs involving

macro-economic policy researchers from Canada and Malaysia.

o Khon Kaen Uniﬁersity Regional Development Instifute (KKU-RDI) (Thailand)—$5.5 million
contribution, 1984-1994

CIDA's involvement with the Khon Kaen University Regional Development Institute has focused on
improvement of RDI’s capacity to promote, support and coordinate rural development activities in
northeast Thailand. CIDA funds have been dedicated to construction and equipment costs, operating

expenses and selected program activities of the institute.

Sectorial Ministries

¢ Environmental Management Development in Indonesia Project (EMDI}—3$ 34 million contri-
bution, 1989-1994 (Phase I1I)

The EMDI project, which is presently in its third phase, has focused on upgrading the environmental
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management capabilities of Indonesia’s Ministry of State for Population and the Environment (KLH).

Activities undertaken within the project have included training of Indonesian professionals in
environmental impact assessinent, seininars, workshops, fellowships as well as linkages involving
Indonesian and Canadian institutions, governmental bodies and environmental study centres. Dalhousie
University has served as CEA for the project while several other Canadian and Indonesian universities,
NGOs and private firms have also participated.

Although the primary focus of the project has been on KLH, the project has also sought to promote
institutional development with Indonesian NGOs. These initiatives have been aimed at strengthening the

ability of indigenous NGOs to identify and diagnose environmental problems.
Regional/Local Governiments

¢ Sulawesi Regional Development Project (SRDP) (Indonesia) —$53.5 million, 1992-1996 (Phases
I and 1) '

The purpose of SRDP has been to improve the planning, monitoring, evaluation and implementation
systems for development projects in several provinces of Sulawesi. Towards that end, the project has
focused on training plamners in provincial and district planning agencies and improving planning,
management and implementation systems.

As CEA, the University of Guelph has provid.ed technical assistance support, training and equipment.

The Indonesian executing agency is the *Directorate of Area Planning” in the Ministry of Home Affairs.

e  Karnali-Bhieri Infegrated Rural Development (K-BIRD) Project—$19.7 million contribution,
1985-1993 (Phase 11}

The purposé of the K-BIRD project is to assist the Government of Nepal in implementing its integrated
rural development strategy in three districts of the Karnali and Bheri zones in western Nepal. Objectives
of the project are: increased capacity within the government to plan and implement its IRD strategy in the
project arca; development of plans prepared at the village and district level; and training of local personnel
in appropriate skills. Responsibility for project implementation rests with the Government of Nepal with

Canadian partners providing technical assistance.
o  Assistance to the 14 Cities and Open Areas (China)—$7.9 million contribution, 1986-1992

The Federation of Canadian Municipalitics (FCM) is the executing agency for this project which aims
to upgrade the municipal planning and management skills as well as the foreigninvestment and trade skills

of leading officials fromthe 14 open cities, 4 special economic zones, and 3 delta areas. The Canada/China

Trade Council has assisted the FCM as a sub-contractor for the project,

-58 -



E(lucatioﬁal Institontions

e Canada/China Management Education Project (CCMEP)-—$38.4 million contribution, 1983-
1994 (Phase T and II)

CCMEP is an example of CIDA’s substantial commitment to management education in China. The
project supports the State Education Commission’s aim of introducing modern western management
theory and methods ol management teaching in order to strengthen management programs in key Chinese
universities.

Under Phase 1, each of eight Chinese universities was linked with a Canadian partner and received
assistance with curriculum upgrading and faculty training. In Phase H, two other universities from each
country became involved and several new elements were added including two new Phd programs in China,
in engineering management and economic management, and introduction of two national executive
training programs as well as the development of MBA programs in all universities.

Outcomes fromthe project to date include over 100 post-graduate degrees granted io Chinese students
by Canadian universities, the development of new programs and courses, upgrading of libraries,
publication of research papers by returning trainees and scholars and the developinent of a number of

linkages with Canadian universities.

e  Canada/China Enterprise Management Training Centre—$12.9 million contribution, 1983-1996
(Phases I, IT and III) ' :

This project has sought to upgrade the professional skills of faculty, administration and support siaff
at the *‘China Enterprisc Management Training Centre’ (CMTCC) in Chengdu., The Chengdu Centre is
one of 20 key management education centres established by the Chinese government which receives
international assistance for teaching western style management theory and practice to Chinese managers.
The centre primarily serves the province of Sichuan and its more than 40,000 ciiterprises and government
cadre managers.

Expertise for the project has been provided through the CEA, the Association of Community Colleges
of Canada (ACCC).

¢ Philippines Non-Formal Education Project—3$4.8 million contribution, 1988-1993

This project has assisted in the development of the Association for Non-Traditional Education in the
Philippines (ANTEP). ANTEP provides non-formal education to the very poor in urban and rural settings
as well as to unemployed youths and special interest groups. The Association of Community Colleges of
Canad.a (ACCC) is the CEA and is responsible for providing training and expertise for the project. Besides

assisting in the development of ANTEP, the project has sought to create a continuing education program
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and a model community outreach program.
s Institutional Linkages Program (IL.P) (Thailand)2~$8 million contribution, 1685-1994

Under the ILP, institutional linkages have becn established between Thai and Canadian universities
to contribute to improved mutual understanding and awareness of opportunities for cooperation and
partnership. The program focuses on areas of common interest addressing development prioritics of

Thailand such as rural development, business management, energy and natural resource development.

¢ Eastern Indonesia University Development Project (EIUDP)—$23 million contribution, 1988-
1993 (Phase I)

This project aims to strengthen the capacity of Indonesia’s eastern islands universities, particularly
in the area of basic sciences. Technical assistance and training has been provided by Canadian university
personnel as well as personnel from two of the more established Indonesian universities. Institutional
strengthening activities have included: faculty upgrading, cursiculum developinent, equipment and
facilities, management support and library management training. Simon Fraser University is the CEA for

the project.
Non-Governmental Organizations / Other Institutions

+ Philippines Cooperative Development Assistance Program (P-CODAP)-—$5 million contribu-
tion, 1987-1992

This program seeks to strengthen the ability of members of the Philippines National Confederation
of Cooperatives (NATCCO) and to strengthen international linkages. The Canadian Cooperative Associa-
tion (CCA) has contributed human resources and expertise to NATCCO, which has overall responsibility

for implementation of the project.

o  All China Women’s Federation (ACWF): Women in Pevelopment Fund—3$5 million contri-
bution, 1990-1994

This project assists the ACWF to increase its capacity to sponsor large-scale economic projects, giving
women access to training and experience in growth areas of the economy, and helping to increase
cooperation with multilateral and bilateral donors. The project also offers direct support for income-
generating and training projects for women, as well as strengthening ACWF institutionally through
training at various levels of the organization and staff colleges spread across China.

The project is being implemented by the Association of Canadian Community Colleges (ACCQC). '

_60_



* Assistance to the Local Development Foundation (LDF) (Thailand)—$9 mittion contribution,
1990-1995

This CIDA project provides support to the LDF in order to strengthen the effectiveness of Thai NGOs.
LDFprovides support in the form of grants, loans and linkages Lo development-oriented income generation
initiatives. The project not only strengthens LDF as anational organization, italso helps to sustain linkages
between LDF and non-Thai NGOs. The Foundation was established on the basis of an earlier projectcalled
the Local Development Administered Program, an early attempt by CIDA to deliver small amounts of

money to indigenous NGOs,

Regional Crganizations

The goals and objectives of CIDA’s regional program in Asia are:
* To increase the cffectiveness of Asian regional institutions in achieving their own goals, and
* To contribute, through regional institutions, to Asian self-sufficiency and to the stability of the

region

In support of these goals and objectives, CIDA works with a wide variety of inter-governmental and
non-governmental organizations throughout the region. Canada’s encouragement for the development of
regional institutions in Asia was first articutated at the beginning of Canada’s aid program in the early

1950’s. Following are three examples of CIDA’s work with regional organizations:

¢ Asian Institute of Technology (AIT) Partnership Program—$14.2 miilion contribution, 1988-
1993

CIDA’s regional programming in Asia began in 1969 with AIT. The objective of CIDA’s current
program with AIT is to train post- graduate professionals in the fields of urban and rural planning and
development, and environmental planning and management,

Implementation responsibilities for the program are shared by AIT and a consortium of four Canadian

universities.
e Asian Institute of Management (AIM)—3$2.3 million contribution, 1987-1991

This project with AIM has been used for training in ‘Women in Management” and ‘Gender Analysis’.
WID training modules have been developed for program managers and training materials and methodolo-
gies have been developed for women managers in government and non-profit organizations in the ASEAN

region.
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o Sonth-East Asian Ministers of Education Organization (SEAMEQ)—Canada Cooperation
Project—$8 million contribution, 1990-1995 '

The emphasis in this ID project has been on building the capacity of SEAME(Q's Regional Centres
to deliver HRD :prograiins in areas such as: tropical medicine, biology and agriculture; science and
mathematics; language education; and non-formal education. Support has also been provided to develop
the Secretariat’s strategic planning capacity. SEAMEOQ is responsible for sub-contracting with Canadian

tertiary institutions to be linkage partners with the Regional Centres.
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Institutional Pluralism
Focus of German Technical Cooperation
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Head of Division 403, Organization, Communication and Management Consultancy

Preface

Althongh brevity is the soul of wit, a short paper about a complex and sensitive issue runs the risk
of being too general, too pointed and not doing justice to those who concentrate their efforts on shaping
new trends in Technical Cooperation. None the less, to bring about changes in Technical Cooperation, the
authors feel that past experience has to be examined thoughifully and disclosed for discussion, and that
records of new approaches should be carefully rated, because the visions of emerging trends are of equal
importance in creating new realities. Hence, we will not labour the point of project details but rather
develop on the setting and the guiding principles for Institutional Development, supported by a number
of examples. The issue of international cooperation is widely debated as to its adequacy to cope with the
growing problems of poverty, environment, social, economical and political issues. However, the critical
review of developlhent cooperation and its limitations at the global scale encourages us to seck
improvernent at the practical level, We do not, of course, advocate neo-colonialism but on the contrary
subscribe to the DAC-principles that programmes and projects are owned by the respective partner
countries who did develop their own structures or transformed imported ones into which GTZ, places its
concepts. These concepts are guided by the DAC-principles and promote participation, democratic

decision-making, respect for individual and cultural differences, and self-determination.
1.  Institutional Development—The Framework

When talking about institutional development there seems to be a basic confusion. Sometimes the
institution in mind is an organization for example a bank, sometimes a pattern of behavicur is meant, or
the “rules” or framework in which people and organizations operate, such as “banking” {Osborne). Even
the state itself is an institution, guiding the emergence of structures, organizations, cooperation and
competition.

From our practical experience and in order to counter this confusion we have developed over recent

years a distinction between three levels—equally important, closely related, and asking for support:
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Micro-level: improving a particular organization, i.e. its efficiency, management and services,
products 0;‘—-—.in general outputs to meet the demands of clients or users,

Meso-level: stimulating cooperation between different types of OI‘garlizaiions in society, whether
horizontally, vertically or laterally to form a network or institﬁtional arrangement and provide
mutally complementary services for a bigger, often transsectoral task like poverty alleviation or
environmental protection,

Macro-level: advising at the national level on reforms in central administration, devolution,
decentralisation, deregulation, transfer of government functions to non-governmental institutions,
privatization of pﬁblic enterprises or on the transformation of grass-root-level movements into

national associations under new laws,
Linked to these three levels, basically, four different types of institutions are being supported:

Particular organizations or agencies of the government like ministries, departments, provincial and
communal administrations or sectoral service institutions like forestry, fishery,

Para-statal organizations like publically owned enterprises, development corporations, national
authorities or boards,

Private enterprises such as family-owned small scale enterprises, cottage industries, industrial
plants, national associations of employers, chambers of commerce, _

Organizations of the “Third Sector” such as non-governmental organizations, cooperatives, interest

groups, welfare organizations, grass-roots organizations, user organizations.

The three different levels and the four types of organizations form a network (matrix) that allows

the focussing of accompanying measures of institutional strengthening and organizational development

within technical cooperation programmes (Figure 3).

The crucial issue for understanding institutional development in this context is that we have learned

not to strengthen institutions for the sake of having strong institutions but to strengthen institutions in the

light of the tasks, functions and services they perform for society and its members, thereby contributing

to economic and social development.

Thus, decisions on institutional strengthening and negofiafions on entering into parinership

contracts are based on a previous discussion of well-defined tasks and services that a particular

organization or a network of organizations provide to society, e. g.

* poverty allevation

#  environmental protection

* human resources management and development
* apricultural production

*  pollution control
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* labour-intensive infrastructure programmes

* urban or regional development

Increasingly, these negotiations and the resultant planning of programmes and projects are
supperted by on-the-spot investigations in our pariner countries and solutions evolve over time—rather
than being blue-print approaches.

This procedure has resulted from GTZ’s experience that one-time planning cannot anticipate the
dynamics of change, newly emerging trends and the fact that planned interventions themselves create non-
anticipated consequences. Hence, in our programines we are increasingly encountering the up-coming
emergence of a healthy “agency-mix”, i.c. institutional cooperation at different levels and between

different types of organizations, rather than a monistic solution to tackle complex problems.
2.  Experienced-based Approach: Institutional Pluralism

2.1 Viewing TC-Projects from an Organizational Perspective

Each and every technical cooperation project or programme also houses several organization
projects. The members of the project team must {a) organize their own (co)-operations, (b) become
integrated into the overall organization and “follow” its rules or create their own scope foraction, (¢) design
their relationships with complimentary and parallel organizations and perhaps with other “competitor
projects, (d) they must cooperate with upstream and downstream agencies, (e} provide local service
organizations: with incentives for cooperation and participation, (f) organize cooperation with the
population and finally, (g) gradually handover projects tasks to other organizations for them to carry on
these activities once the time-limited “project” has been terminated. This task is a challenge in the

European context, and all the more so on the interface of different organizational cultures.

2.2 Tastituticnal Conditions for Development

The micro-perspective described above illustrates that the issue in question has more the qualities
of a pulsar, oscillating constantly from micro - 1o meso - and macro-topics depending on the *“zoom” used
to view at institational development,

Development organizations can belong to the public sector and hence provide the requisite
organizational infrastructure for development steps or they may stem from the private sector or non-profit
sector providing goods and services for the comrunity. Without a network of functional organizations
and a framework of legal and political “rules of the game” development cannot take place or it will be
inadequate. Institutional multiplicity is a hallmark of a socially and politically developed society,
paniculérly when the individual organizations are acknowledged in society as autonomous agents making
their cuitural and economic contribution tothe common good. Institutional multiplicity in this sense means
that social agents participate, share and act autonomously in society. For government it means withdrawal

and rolling back “bureaucratic planning and paternalism from above™. A new notion of the role of
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government emerges: a departuie from one-sided centralized bureaucracy and a shifl instead towards

generating impulses for a participatory development.

2,3  TC in the Past: Tied to the Project kdea

For various reasons the preconditions for institutional multiplicity are not met to an adequate degree,
which is why institutional develo.pment impulses are required.

All too often, institutional issues have been ignored in planning and implementing TC projects.

Four problems need pointing out in this connection:

a)  Generally, the technical-sectoral component of the project (promotion of agricutture, health) were
inthe forefront of attention, while the institutionalcomponent was seriously neglected incomparision.
The development objective of sustainability—through establishing or promoting autonomous
organizationé capable of maintaining their'efﬁciency in the iong term—was accorded only rarely
the status it deserves.

b)  When institutional aspects were catered for, this was done in a technocratic way: technical-in-
strumental deﬁcils (e.g. lack of material and equipment, unsuiléble methods, knowledge deficits)
were diagnosed and suitable solutions proposed. Political or socio-cultural aspects and causes were
largely ignored.

c) Development cooperation as practised by the large (govemmental) donor organizations was

largely performed with (central) govermmental partner organizations. Until recently, private ornon-

profit organizations usually only played a marginal role.

d)y  Conceptually at least, T'C projects often focussed one single organization, to which they were “at-
tached” and with which they cooperated. Inthe majority of cases this was a govermment institution
that had already been selected by the partner country to implement the project and was specified in
the project agreement. Such monistic approaches failed to perceive that in many cases a project can '

only be implemented on the basis of cooperation amongst several, mutally supporting institutions.

Where development cooperation took any account at all of institutional factors it only did so with
a view to single government organizations that are generally favoured by the donors as cooperation
partners. A {project) organization was then established which met western standards of efficiency, but
often tended to weaken rather than sirengthen the entire pariner institution, ‘While neglecting ihe exisiing,
albeit inefficient institutions, new, parallel, better-equipped institutions were set up in different ways as
part of the project and these usually proved unsustainable in the long run, This state of affairs was certainly
partly due to the technical bias of the professionals in the donor organizations and the pronounced statal

bias of these organizations.

2.4  The Muitiplicity of Organizations in the Development Process

The various types of organizations in a developing country are not always fully developed. This is
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less aquestion of the potential etficiency of these forins of organizations, but rather the result of many years
of regimented practice of central government. There is therefore often a need to instigate and promote the
establishment or dissemination of suitable types of organizations. GTZ's partners in development

processes in bilateral TC-projects are in the meantime:

a. The Government Sector
There is a comparatively well developed government sector in nearly all countries whose institu-
tions have been moulded by western, often colonial influences and encompass not only national

sovereignty and public order but to a large degree also economic activity. Common forms are:

* Cemtral government institutions (ministries or authorities at a similar or directly subordinate
level)

*  Government instifutions at regional level (regional “branches” of the central administration,
partly autonomous regional administrations such as boards of governors, districts)

* Institutions of local administration (dependent on ceniral or regional govemment, less com-
monly, town or village administrations that are independent)

# Para-governmental organizations (as private organizations under heavy government influence,

¢.g. in the health or transport sector).

b. Private-Commercial Sector

This sector comprises private enterpriscs engaged in various branches, with various scales of
operation and organized in different legal forms. The decisive demarcation line is the dominance of the
profit-making goal and the relative autonomy of the management. This category also includes mixed
enterprises where government does not have a controlling interest. Small trading and crafts businesses in
the so-called informal scctor, which is often extensive in developing countries are also included. The

borderline separating these from subsistence economies in {large) famities is blurred and difficult to define.

c. “Third Sector”

In addition to the traditional sectors “government” and “market”, there is an intermediate zone of
non-governmential, non-profit organizations often classed under the collective term “third sector”. Al-
though the demarcation lines in this sector are rather blurred and its structure and size differ widely
according to the historical and political background of the various states, “third sector” organizations can

be found in all societies (see Figure 1).
3. The Power of Conceptual Tools; Task Analysis

We have realized that the question of what organization or combination of skills and capacities from
several organizations (best fit) arc required to optimally carry out specific tasks is a vital one-—it is directly

linked to questions of sustainability, the role of the state, to participation “giving the people a Voice”, to
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accountability and to the economy.

The decision to cooperate wiih a single organization or a network (sec Figure 2) of organizations
is also a major investment decision, which will subscquently lead to the establishment of competences,
power, decision—méking structures, communication and information processes.

The “organizational” field approach that leads to networks, institutional arrangements and institu-

tional phiralism is a powerful approach:

a. Itis a najor approach to encouraging participation, social change and democratization—which does
not necessarily mean the “Westminster model” of democracy.

b. Itisa lﬁajor approach to including in negotiations a discussion on a smaller role of the state
{minarchy) and a dispersal of power in civil society.

¢. - Itisan economic approach to easening the burden on the government budget by mobilizing
resources through other organizations in society. _

d.  Itisanapproach which can create greater cost-efficiency, higher flexiblity and improved relations
with beneficiaries and user groups.

¢ It is an innovative approach since it systematically investigates the methods and solutions found
elsewhere in society.

f. It is a sustainable approach, since the development of institutions and the development of

institutional cooperation will create new impulses which go beyond the initial interventions.

We are slowly beginning to realize that institutional pluralism will be a quesiion of survival for many
societies. One ofthe éhief processes is to systematically analyse and criticaliy review the tasks to be carried
out and the subsequent distribution of tasks and sub-tasks over different organizations. An overview,
breakdown and allocation of tasks and corresponding services is essential before being able to pinpoint the
demands on organizational design, orgaﬁizationai adjustment or organizational changes in and together
with the participating organizations. . _

Task analysis and task evaluation can, however, only be successful if accepted and supported by the
partner organizations involved—if they are willing to critically reflect oﬁ the situation. Fortunately, this
is becoming more and more the case. For reasons ranging from external pressure through to internal
legitimation crises and objective difficulties in satisfying basic needs.

A task analysis requires professionals who view the situation from a critical distance and possess
the tools, not only once but constantly, to tackle institutional and organizational questions, Some simple,

but basic questions that can reveal many incoensistencies are:

Task analysis
(1) What exact tasks are involved?
(2) What sub-tasks (and sub-functions) can the task be broken down into?

(3)  What different functions must be carried out in order to implement the task?



Critical evaluation of tasks

(1
(2)
(3)
(4)

3

How have the tasks been carried out to date - and by what organizations/institutions/groups?
Why is the task considered urgent at the present time?

Why should the task be carried out by the organizations submitiing the application?

Does this task fall under the present mandate of the organization submitting the application for a
project?

Can the organization submitting the application ensure that the tasks will be performed efficiently

and economically?

Allocation of tasks

ey

@

€))

What social (legal, political, economic etc.) framework conditions define the different organiza-

tions’ scope to assuine tasks and sub-tasks?

What organizations and organized groups

* already exist at different levels in society and already assume these functions?

* are presently being formed at different levels of society and canassume these functions in future?

* maust be developed in order to assume functions which cannot be carried out by any existing
organization?

How can these organizations/groups be networked in an organizationally stable, institutional

arrangement (best fit) in order to efficiently solve the overall task?

A Closer Look into GTZ’s Asian Experience

In Asia GTZ together with its clients has developed over time a wide variety of new types of

instifutional development and institutional cooperation as a result of technical cooperation,

* In Indonesia, support is being given to the process of decentralization of central government
administration. The establishment of a new post-graduate programmnie for regional planners at
the University of Bandung which cmphasiscs. the particulars of decentralized planning with
different partially autonomous bodies is linked to this process.

* InIndonesia, Philippines and Thailand self-help groups, based on traditional concepts of savings
and credit, are linked to local commercial banks through NGO-intermediaries, he state not being
involved as implementing agency but to set the legal framework,

* InThailand, the financing of health systems though district health projects involving contribu-
tions from the local population is under way and the distribution of contraceptives and imnedicines
is being organized at the communal level. This is also applied to organize village-based basic
veterinary services.

* Anappraisal mission of BMZ, KfW and GTZ has been scheduled to systematically investigate

the potential for invelving non-governmental institutions and local self-help groups in the
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development process of Vietnam.

Private sector development is being promoted in Tudia through export promotion activities
which links the Ministry of Commerce, the Export Promotion Councils, the India Trade
Promotion Organization, and the enterpriscs and their associations to the Chambers of Commerce
in Germany, the Business Forum of the European Community and to Associations in Germany,
thus forming a highly complex network. '

In Sri Lanka, communal groups are organizing the construt::tion operation and maintenance of
wells, sanitary measures and water suppiy systems are being implemented through user group
associations at hospitals and schools, bringing together teachers, parents, physicians and nurses
linked to the Ministry of Housing and Construction, Engineering Consultants, District Offices,
Communities, the Ministry of Education, the Ministry ol Health and external agencies such as
GTZ, FINIDA and DANIDA.

Training Centers are being established that combine vocational training and production in
Malaysia, Sri Lanka, and Singapore as parastatal organizations and in India “toolrooms” and
quality test cenires registered under the Societies Act, are gradually gaining in autonomy
providing formal training as well as adult education programmes.

Former complex, integrated rural and urban development programmes are practically divested.
Programine elemenis are hiving off into autonomeous but cooperating organizations, for example
int Indonesiy (range of follow-up projects as a result of the Area Developient Project West-
Pasaman), in Nepal (the Small Indusiries Development Programme as an off-spring of the
Bhaktapur Urban Development), inthe Philippines (resulting in the division of labour, tasks and
power between governmental and non-governmental organizations in the CEBU-Upland
Project); similarly in Indoncsia, a cooperation set-up between government agencies, local banks,
manufacturing industries and peasant movements and cooperatives has been established
(OPHIR).

The often-encountered split responsibilities for one task—tor example education and vocational
training—is now coordinated below the cabinet level through institutional cooperation in the
People’s Republic of China (ZIBB/RIBB). Uniform guidelines for vecational training and
education are being developed in India at the Central Instructional Media Institute, CIMI in
Madras.

Direct institutional development and strengthening of governmental agencies to fulfill their pri-
mary tasks as agencies supervising the investments in the infrastructure sector, is being
implemented in Pakistan (WAPDA, SHYDO) and Sri Lanka (Mahaweli Watershed Manage-
ment).

Divestiture or poverty alleviation programmes from the local Government Department to a
company registered under the Company Act in Pakistan has taken place, the government
supporting the foundation of the Balochistan Rural Support Programme Lid. through handing

over the assets of the former government project.
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5. A New Notion of Institutional Development

The approaches, samples of GTZ’s Asian experience, describe the multiplicity we have developed
in putting institutional devclopment into practice.
The solutions that we have Found—or rather that evolved in the precess of conceptual discussions,

political dialogue and experiencing failures—have lead to brace-up our energies to further

* support institutional pluralism and cooperation with and between aulonomous organizations,

* gear the development concept to the efficiency of the organization concerned, which often
means lowering output expectations (according to western standards),

* feature loosely-coupled networks rather than rigid bureaucracies,

* work on joint-venture ¢oncepts of North-South and Seuth-South-Cooperation, especially in
human resource developinent,

* think in programme terms, invelving different types of organizations which can contribute
complementary elements to the overall task,

* reconsider project management and familiarize project managers with new roles and functions:
along with the technical sectoral funciions, the key is now the ability to manage networks, imter-
organizational communication and interface management,

*  shift from the project to the programme manager, thus shifling from being a sectoral expert to
an initiator, facilitator, animator and strategic controller of programme- related activities of
various institutions or-agents (change agent),

* develop new forms of systems management, based on concepis of group management in
business or approaches to inter-company networking where interventions can be worked out by
a small group of persons—i.e. a team which
s only exists for a limited term and will definitely be dissolved,

* does not detract from the responsibility or competences of existing organizations,

e concentrates on exchanging “ideas” and favourising the dialogue between organizations and
groups (Round Table in the South-South-Dialogue),

e analyses the economic advantages and practical barriers 10 cooperation arrangements .and
makes them transparent,

» draws up structural measures and submits them to the macro level for consultation,

e carries out public relations work for the participating organizations and also arranges
“financing™ and funding,

¢ mobilises training institutions to develop the necessary upgrading prograrns.
As part of GTZ’s network approach new demands will also be made on the instrument of institution

analysis making it more of a system analysis.

The instruments of institutional development have been adjusted to the new needs, the primary
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instruments being organization consultancy, organizational development and human resources manage-
ment. T'o address the new dcmands, a new division was created in 1991-—Organization, Communication
and Mangement Consultancy. (403)—which is directly linked to the related divisions Macroeconomic
Management (401) and Industrial Consultancy (404)—providing consultancy services worldwide.

Hence, networking is also becoming a major issue within development cooperation agencies like GTZ.
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Figure 2

Example of a Netwark Structure of Development Organizations
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ODA Experience in Asia

_ John Hoy
Economic Advisor in ODA’s Regional Office in Thailand

Introduction

1. The British Govemment, through the Overseas Development Administration (ODA), attaches
considerable importance o promoting institutional development in developing countries. We see the
building of effective institutions as a key element in the process of economic and social development, and
the achievement of good government and structural adjustment. Overall-about a third of ODA’s direct
assistance for country programmes is provided in the form of technical cooperation. In Asia our annual
expenditure on technical cooperation amounts to over £100 million ($160 miilion), althicugh not all of this

is specifically for institutional development.

2. Since it is ODA policy to direct most of our assistance towards the poorest countries, our main
expericnce of institutional developrent in Asia is in South Asia. It is important to bear in mind that
institutional structures in these countries are generally less effective than in the rapidly growing economies
of South East Asia, and that the capacity of governments to intervene positively in the economy is more
limited. Consequently, the lessons outlined below are not necessarily of relevance throughout Asia. Given,
however, the difficulty of promoting institutional development in low income countries, the need to share
experience in these countries is of great importance. Full account also needs to be taken of their particular
problems and cultural situations, when looking at the replicability of some of the major success stories in

Asia.

3. In common with many other donors, ODA experience of institutional development has been mixed.
Work to date has highlighted the difficulties and the complexities of the issues involved, but has not
provided ready solutions. Until fairly recently most of our technical cooperation was used to sirengthen
project implementation and to provide specific training. It is only since the mid 1980s that we have paid
major attention to the wider issue of improving institutional capacity. In line with this change in approach,
we have gradually been building up our in-house institutional éxpertise. We have also been providing
internal fraining to create greater understanding of institutional issues amongst ODA staff from all

disciplines.

4. Itis useful to iHlustrate some of the important issues raised in jnstitutional development with specific

reference to ODA experience in a few projects. These issues are discussed below.
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Examples of ODA experience

Power Sector in Bangladesh

3.  ODA has been assisting the Power Development Board in Bangladesh since 1976. Under three
major projects infrastructure has been provided to expand the power distribution systern in Dhaka, Whilst
there has been provision of specific technical training throughout the projects, it is only in recent years that
ODA, like other donors, has become directly concerned about the deep seated institutional weaknesses in

the Power Board, and the need for wide ranging reforms.

6. Many of the problems have arisen because the organisation has grown very rapidly, in line with the
rise in electricity demand, but there have not been comparable changes in organisational structure and
management syétems. The Power Board is barely able to generate sufficient revenue to cover its operating
costs, since revenue is only received for half the electricity generated. This is partly because of technical
losses, but mainly due to inadequate billing, illegal connections and unpaid bills, Quality of service is also
poor, due to an overcentralized management structure, with overlapping responsibilities, lack of account-

ability and inadequate systems for performance measurement.

7. In 1987 ODA financed a major diagnostic study of the problems. The study recommendations were
implemented under an ‘Action Plan for Performance Improvement’ project, which started in 1990, A key
element of the Plan was the setting up of an independent parastatat responsible for power distribution in
Dhaka. The Plan also covered other aspects of organisational structure, financial and management
- information systems, personnel management and engineering practices. The project originally had a time
scale of 18 months and involved the setting up of internal task forces, supported by ODA-financed
expatriate and local consultants. The project has had mixed success. Whilst the Dhaka Electric Supply
Authority has been set up, in many other areas detailed working papers have been produced, but no action
has been taken on them. There have also been only modest improvements in the overall performance of

organisations.

8. In retrospect, the project was overambitious, both in terms of its short time scale and its wide scope.
Although there were many interrelated problerﬁs in the Power Board, trying to tackle a {arge number of
them simultancously proved counter productive. There was a lack of capacity inthe organisation to manage
change on the scale envisaged, particularly given the slow decision making processes in the country, the
frequent staff changes that took place at the senior level, and the scarcity of experienced staff available to
form the task forces. In general the Power Board did not welcome the reforms and there was insufficient
time to build up a consensus on recommendations. There was overdependence on the consultants and little

sense of ‘ownership’ of the reform programme on the part of the Power Board.,

9, The project would have been more effective if it had been more focussed and had been implemented
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over a longer pertod of time. This was not possible since donors in the power sector waited 1o see rapid
improvements and had attached tight conditions to their capital projects. Some donor pressure was
important, since the performance of the Power Board was very poor and there were strong vested intercsts
opposing change, including amongst the trade unions. Moreover, whilst higher levels of Government
recognized the need for improvement, tackling the problems was seen to be politically difficult, so little
action had been taken previously. Donors, however, were not realistic encugh in their expectations, given
the institutional weaknesses in the Power Board and in the country more generally. The project also
highlighted the difficulty of obtaining genuine government commitment to institutional reform through

donor conditionality.

Gas Sector in Indonesia _

10, Itisworth contrasting ODA experience with the Power Board in Bangladesh with that in Indonesia,
There we are providing support to Perum Gas Negara (PGN), the public corporation responsible for
supplying gas to all consumers other than large scale industry. Since 1986, in conjunction with a series of
major World Bank projects, ODA has been financing a long-term twinning arrangement between PGN and
British Gas aimed at institution building. This involves assistance in developing engineering skills, and

also with financital management, investment appraisal and planning.

11.  Since the first project started the gas supplied by PGN has increased more than three fold, whilst
PGN’s profitability has also increased substantially. The company has matured considerably and its
capability has improved in all areas of operation, although not all British Gas recommendations have been
accepted. A large British Gas team have been able to gain the confidence of PGN senior management.
There has been flexibility in the work programme, in line with project needs and staff capabilities. PGN
staff have remained responsible for project execution, whilst British Gas consultants have worked

alongside them, rather than covering discrete tasks on their own.

o

12. The project shows the potential benefits that can result from long term support through a twinning
arrangement. In comparing the two projects, however, it needs to be borne in mind that PGN is a much
smaller organisation than the Bangladesh Power Development Board, with fewer vested interests.
Moreover, ODA’s experience of institutional projects in Indenesia has generally been positive, which
probably reflects greater capacity in Indonesia to manage change and make effective use of advice, than
in marny poorer countries. Twinning is also only likely to be successful where the developed country

organisation has sufficient experience to be able to adapt its approach to the situation in the host country.

Road Scctor in Nepal
13. QDA hashad a long association with the road sector in Nepal. Inthe past we mainty funded specific
road construction and improvement projects. More recently we have been trying to strengthen the capacity

of the Department of Roads to maintain roads, since improved maintenance would reduce the need for
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costly reconstruction. Together with Swiss Development Cooperation, we helped establish a Maintenance
and Rehabilitation Coordination Unit in 1991, The aim of the unit is to develop a maintenance capability,
through the assessment of maintenance requirements, the identification of priorities and key issues, the
drawing up of maintenance norms, and the introduction of appropriate techniques and systems within

regional directorates of the Department of Roads.

14.  The project is following process approach, whereby emphasis is being placed on irying to develop
the understanding and commitment of the Department in a participative way. This has proved more
ditficult and time consuming than expected. Intensive monitoring s required to provide flexibility, whilst
ensuring that consultancy inputs are appropriately directed and there is some pressure on the Department

to address difficult issucs. Intermediate objectives need to be set and then periodically reviewed.

15 Our involvement has highlighted conflicts that need to be resolved by better donor coordination.
The Depariment's commitment to improved maintenance has been partly undermined by the ready
availability of donor funds for reconstruction projects, despiie the latier being far more costly in the long
term than improved maintenance. Inasimilar way, efforts to help the Department develop plant hire units,
to utilize existing heavy machinery for construction work, have been weakened when donors have
preferred to bring innew equipment. There is also aneed toensure that maintenance approaches developed
with the help of donors in the regions of Nepal are consistent with the national approach, including in terms

of institutional structure, and manpower and financial resources.

16. Lack of progress on maintenance issues is also due to general institutional weaknesses within the
Department. These are a reflection of lack of resources, poor pay and motivation, and cumbersome and
slow decision making porcesses, related to a general reluctance to take responsibility for decisions. This
raises the general question about how much progress can be made in countries such as Nepal, without wider

civil service reform to address these problems.

Forestry in Nepal

17.  In certain situations there may be little scope for improving government institutions which prove
ineffective. This might be because the shortage of financial or manpower resources is so acute or because
bureaucratic practices or vested interests opposing change are very deeply entrenched. In these
circumstances alternative institutional arrangernents need o be considered. These might mean greater

involvement of community groups, NGQOs or the private sector.

18. ° One such case is forestry in Nepal. In the past the state had formal control over access to forests,
but lacked the resources to manage these forests effectively. Individuals illegally exploited forest praducts
on an unsustainable basis, since they had no long term stake in the forests. Over the past five years there

has been achange inthinking and it is now recognised that local communities have both the resources with
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whichto manage forests, which the Government does not, and cormmunities also have an incentive to invest

in and actively manage forests, provided they have a legal right to the use of forest products.

19, ODA_has been supporting a proje.ct in Bast Nepal where responsibi]iiy for forest management is
being passed to user groups. We are now discussing a new project with the Government to build on this,
based on ‘forest user groups’. This would involve the provision of experts to help the Dcpai‘tinent of
Forestry develop a capability to identify areas of forest suitable for wansfer, identify users and establish
groups, assist groups draw up development plans for management, providé follow up support and monitor
performance. The approach islikely toenvolve over time, but should be of relevance elsewhere, as ameans

of encouraging belter mangement of national resources and greater participation by local communities,

Conclusions

20. The projects above itlustrate the complexity of institutional development and some of the issues that

need to be considered. In particular they highlight:

i) the potential dangers-of overambitious design and lack of local ownership of institutional
development projects; '

ii) the balance that needs tb be struck in terms of donor conditionality;

iii) the importance of flexibility during implementation; _

iv) the potential conflicts between individual donor projects and wider institutional objectives;

v) the difficuity of addressing problems in specific government institutions without general civil
service réform; _ |

vi) the need to consider alternative institutional appfoaches, involving community groups, NGOs

or the private sector, when there is little scope for improving traditional government structures.

There are many other i'mportant issues totake account of as well. The mixed success to date, of QDA
and other donors, reinforces the need for careful evaluation of 'exisﬁng efforts. Sharing of experience
amongst donors and developing countries is equally important in this respect, so that lessons learnt can
influence the appraisal and design of future assistance.

The Symposium represents an important way of sharing such experince.
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Sharing Experiences of Technical Cooperation
Institutional Development in Asia

John N, Gunning
Senior Program Officer
Office of South Asian Affairs, USAID

The Asian region is made up of countries at every stage in development. It has over half of the
world’s poor, and the most rapidly growing economies in the world. There is nosingle development model
which could hope to encompass this variety.

Yet institutions are essential at every stage of development, and must evolve as development occurs.

Institutions have to be seen in the broadest context. A government agency is an institution as is a

private voluntary organiz'aition, a private company or a non-profit school.
Institutions are also capital markets and social and legal fratneworks within which specific organizali'ons
must operate. A new consensus is optimistic about the capacity of markets in industry, agriculturc and, to
a lesser degree, finance to perform well on a private basis given the proper policy and institutional
framework. Given the massive constraints on resources, gavernments are increasingly being urged to
invest in areas where direct public interventions are clearly essential (such as health, education, natural
resources, infrastructure and policy and institutional reforms that support private markets), and torely on
the private sector to provide services in many fraditional public sector areas.

A.LD. believes that institutional development should be addressed as an issue in all projects. It is
not a separate activity. Nor is the institution necessarily the major constraint for a given sitvation. If the
necessary policies are not in place, even a strong institution can be stymied.

Nonetheless,.effective public and private institutions are essential to marshal human and financial

resources, and to solve critical development problems,
An iliustrative country program

The project portfolio of just one of our country programs, Sri Lanka, illustrates a variety of
institution building components which The Govemment of Sri Lanka and A.LD. have agreed will
significantly enhance growt'h and development.

~  AnIrrigation Systems Management Project is working to provide the organizational structures,

and policy and legal framework to enable user associations to manage their own affairs.

— AnA.LD.commitment almost fiftcen years ago to finance the overall environmental assessment
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of the Mahaweli Basin Program led to a long term commitment to establish new national parks
in the basin, and strengthen the national park service in order to help manage the interface
between new settlers and animals in this major wildlife habitat. This environmental focus also
led to a Sri Lankan Government commitment to develop a comprehensive approach to
environmental regulation. A.LD. has assisted the Governiment to establish an Environmental
Ministry and regulatory mechanisms to help manage, and mitigate to the extant possible, the
negatives environmental impacts of economic development and population growth.

— In just one more Sri Lankan example, A.LD. has helped to make the Colombo Stock Exchange
one of the most modern in Asia and a critical part of the overall Sri Lanka financial market.
This is just one part of a massive effort to open the Sri Lankan economy through regulatory

reforin and privatization.
Non-government organizations

A.LD. has worked for many years with non—govemmental organizations (NGO's), reflecting
American support for democratic pluralisim and decentralization. The U.S. Congress is convinced that
NGO’s are an effective means of providing support, particularly at the grass-roots level, and requires that
twenty-five percent of our development assistance be provided through private voluntary agencies
(FVO’s). (PYO and NGO are used interchangeably for the purpose of this paper.) A recent ALD,
assessment of programs in Indonesia and the Philippines witch finance NGO Activitics supports this
positive view of the role of NGO’s.” The study concludes that “PVO co-financing projects in the
Philippines and Indonesia have proved effective in building local institutions, encouraging self-reliant
community development, and supporting private' sector growth.” Under the co-financing concept, A.1.D.
requires that PYO’s provide a minimum amount of a projcct’s cost from other sources.

NGO’s are a unique means of reaching the grassroots and effectively organizing scif-help
development activities. They can provide divers interventions, reaching remote and difficult-to-reach
areas. Small organizations can tailor their approaches to populations which are geographically dispersed
and socio-culturally diverse. Successful programs can be replicated more broadly through government
support or imitation. In effect, these NGO’s are institution builders at the local level. '

However, NGO’s often are managerially weak and poorly finainced, and need help i institution
strengthening themselves. Their supportcanbe very laborintensive. A.LD. has experimented successfully
with making larger grants to intermediary institutions which in turn, work with the “front line” NGO’s who
actually carry out programs at the local level, Two examples of intermediary ‘organizations cited in the
study are the Foundation for Educational Evolution and Development (FEED) in the Philippines, and

Yayasan Indonesia Scjahtera in Indonesia. These organizations provide training in planning, Implemen-

" **Achieving Local Institutionat Development: PVO Co-Financing Projects in Indonesia and the Philippines,” Innovative

Development Approaches, No. 2, January 1990, ALD.
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tation and evatuation as well as grants to a variety of NGO’s.

The large majority of NGO’s providing services which are difficult to impossible to make
financially self-sustaining. These organizations thus must spend a great deal of their time simiply raising
the funds which perfnit them to operate their programs.

A.LD. only recently was given legislative authority to fund endowments which can strengthen and
sustain the financial base of a non-governmental institution. A.LD. has used this authority primarily in
Latin America to date, and has helped institutions performing a range of development roles in agriculture
research, natural resource management, and trade and investment promotion. There are many potential
pitfalls in this approach: duplication of govemment services, the dangers of organizational inertia over
alonger period, mismanagement, orcurrency devaluation. However, the attractiveness of the idea is strong
for those who value diversity and the entrepreneurial spirit as a means to encourage more models of
development. A recent A.L.D, study, available at the symposium, describes many of the considerations

which should be taken into account in deciding whether and how to establish an endowment.?
Institution-Building checklist

An ALD. study examined 639 country-specific projects active during the 1974 to 1981 period
which had institution building as a specific and significant objective. The vast majority of these projects
involved public or parastatal institutions, 122 were in-Asian countries. Although a list of current projects
would be less weighted toward the public sector, the key lessons fearned in the course of this study remain
valid as factors which should be incorporated in the analysis, design and implementation of institutional

development projects. These lessons are summarized as follows:
During Project Design

Lessons learned regarding program planning factors;

- Undertake in-depth pre-design studies.
~ Tailor the project to host-country capabilities.
- — Set realistic time frames.
— Develop a clear and attainable project design.
— Establish strong institutional linkages with the organizations essential for the project’s success.
— Formulate clear.lines of authority and/or relationships among project participants and

Sponsors.

2 Terms of Endowment: A New A LD. Approach to Institutional Development,” Innovative Development Appreaches,

No.3, December 1990, A.LD.
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Lessons learned reparding host country factors:

Obtain government commitment to support the project, a prerequisite to its success.

Design the project to further the government’s development plan.

Select a politically strong and technically competent counterpart agency.

Thoroughfy investigate the availability and experience of required local personnel.

Identify and compensate for potential problems that may result from the host government’s

bureaucratic process.

Lessons learned regarding project inputs;

Investigate the financial viability of the target institution and its ability to retain personnel
through payment of reasonable/competitive salary levels.

Provide in design for adverse impacts of inflation.

Specify compatible project equipment.

Specify realistic project staffing levels.

Insist on local-language fluency when required of TA personnel.

Lessons learned regarding fraining:

Specify sufficient lead time for staff being trained for roles in the project.

Pave the way for reintegration of returned trainees in the institution.

Lessons fearned regarding the target institution:

I

Anticipate potential management problems, especially in the case of new entities.
Provide for attraction of competent leaders.
Remember that indigenization is a key aim of institutionalization.
Obiain agreement that formal legal status will be accorded the targét entity.
For NGO’s; |
— focus design attention on overcoming organization inexperience;
-~ invesligate the entity’s past operations and grass roots support;

— avoid over-identification of the institution with the donor.

Problems Encountered during Program Delivery

Aiiributable to A.L.D,; Lack of sustained support to the technical assistance personnel; inconsistent

project 1ﬁonitoring; inflexibility during implementation, including failure to update projéct design.
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Attributable to the technical assistance personnel:

Inadequate/improper staffing, project management, leadership and/or communication with host-

country personnel.
Attributable to the host government; Delays caused by the bureaucratic process, and too-rapid

transfer of governmént personnel from the target institutions.

Attributable to the target institution: Weak management, organization and/or leadership.?

Implicit in the lessons listed above is the theme of sustainability, both organizational and financial.
No one can afford what Americans call “white elephants,” that is costly institutions which cannot
aécomplish their missions because of the lack of competence or funding, Donoers and developing countries
must coordinate to assure that our investments are those that strengthen institutions and encourage

effective and financially sustainable programs. Otherwise we will be a part of the problem, not the solution.

Current research

ALD. has sponsored research on institution-building for many years. Dr. Norman Uphoff, a
participant in this symposium, contributed to this rescarch program with his 1986 volume, “Local

Institutional Development: an Analytical Source Book with Cases.” A.1.D.’s Office of Economic and

Institutional Development is currently sponsoring a project called Decentralization: Finance and Man-
agement. This project is concerned with institutions and the governance of local public economies. The
central questions addressed under the project’s research agenda are as follows:

How can institutional arrangements be improved to:

* strengthen incentives for individuals to more effectively govern and manage:

natural resources,

infrasiructures,

other local public goods and services,

emergent market structures;

* strengthen and sustain appropriate cooperative behavior among individuals, local groups, and
larger entitics (governmental and non-govermmental) to:
— mobilize and use resources more efficiently and equitably,

— rtely on local as well as scientific information,

» The checklist was taken from “Effective Institution Building: A Guide for Project Designers and Project Managers

Based on Lessons Learned from the A.LD. Portfolio.” A.LD.,1982
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- resolve conflicts and enforce agreements and rules,
and '

— adapt to changing circumstances.

Several products of this research and development project arc available and may be of interest to

the symposium participants:

* — The pi‘oject’s progress report dated August 1992,

— AProject Newsletter dated Winter 1991 which focuses on “governance” and reports on project
research and reporting. One report is about an evaluation of the maintenance and rehabilitation
of district roads ir}' Indonesia.

— amethodological paper, *A Framework for Institutional Analysis, ” by Elinor Ostrom of Indiana

University.
Two copies are available of “An Institutional Analysis of the Production, Processing, and Mar-
keting of Arabica Coffee in the West and North West Provinces of Cameroon.” Although not an Asian

study, this is a good example of an institutional analysis which may be helpful to some of you.

I appreciate the opportunity to participate in this symposium.
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World Bank Experience

Charlotte Jones-Carroll
Chief Administrative Officer
East Asia and Pacific Region, The World Bank

I. The Rale of Technical Assistance for Institutional Development

1.  Therole of institutions in development is well-known. In the World Bank, several working papers,
the 1983 World Development Report, portfolio implementation reviews and a host of special studies
examined this issue over the past 15 years.ﬁ Positive correlations between project sustainability and
institutional development have been established. Yet, the gap between this knowledge and donor practice

remains a wide one,

2. The concept of institutional development has been evolving. Twenty years ago, we were more
focused on the capacity of individual agencies which were implementing projects, and sometimes just on
the project implementation units. A decade of attention to structural adjustment and the heightencd couhtry
focus in the Bank has led us to agree with the émerging school of institutional economists  that the concept
of institutiens includes systeins and rules which structure human interaction as well as specific government
agencies. This broader concept underlies the purpose of this symposium. Legal and regulatory systemns,
judicial and financial systems and property rights are just as likely to be the target of Bank assistance today
as a stale enterprise or ministry. We recognize that isolaing capacity building in a project unit can be
counterproductive. Once project implementation is over, lhe unit cannot easily be reabsorbed and

sustainability suffers.

3. Technical assistance, TAY, has become a major Bank instrument to support country institutional
development objectivés. The World Bank provides over US $2 billion a year in TA in support of project
development, project implementation and institutional development. Of this, US $1.5 billion is inthe form

" of components of our loans and IDA credits ($330 million of which flows to East Asia), $200 million

is in freestanding TA loans or credits and the remainder is a mix of Bank-executed trust-funded TA and

9 See bibliography at the end of this paper.

2 See Douglass Norih, “Institutions and Economic Growth: An Historical Introduction.” World Development, Vol. 17,

No. 9, 1989.
» We accept that the term “technical cooperation” is more correct and reflects the partnership between external agency

and country, but siill use technical assistance internally.
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assistance directly provided by Bank staff. Until recently, the World Bank has not had imy significant grant
resources for TA. We have thus relied largely on our loans and credits to provide the funding for such
purposes, leaving grant funding of TA to the UNDP and others. Free standing TA loans grew rapidly from
their introduction in the 1970s. However, reflecting the general leve! of country institutions, our East Asia

programs have made only limited use of this type TA loan---$20-30 million p.a.

4. Loan-funded TA s still a mix of investment support (such as feasibility studies or engineering
services) and the institutional devélopment and capacity building objectives we are concemed about here.
But the shift from the former to the latter objective is very clear. Twenty years ago, feasibility studies and
engineering services were virtually the only kind of TA the World Bank funded; today, two-thirds of all
the loan-funded TA is for fraining and consultant services aimed at institutional strengthening. Even within
institutional development, the Bank has now crossed the relatively easicr terrain of funding central
ministry-controlled inffaslructure projécts io move to more institution-infensive project objectives that
combine policy improvements, decentralization of service provision, incentive systems and private sector

involvement, all politically sensitive and organizationally coinplex.

5. The way the Bank funds TA has evolved along with this shift in objectives. We have always
provided what we call “embedded” technical advice through Bank staff participation in project prepara-
tion, analytical work on economic or sector topics, and supervision of project implementation, as well as
training through EDI. Indeed, suchnon-lending work has grown dramatically in the last ten years, perhaps

to the extent that we are taking on more of the work legitimately corresponding to our borrowers,

6. Another major change has occurred in the extent to which we have sought to mobilize external
funding to accomplish country institutional development objectives. Bank-administered trust funds for
technical assistance, studies and training (along with preinvestment work) have doubled in the last five
yeass to over $200 million in disbursements. Today, Japan and UNDP are the main suppliers of this source
of TA for East Asia. The increased use of trust funds for institutional development arose in part because
loan-funded TA was sometimes less amenable to supporting small pilot initiatives, strengthening
institutions of member countries who were not active borrowers (such as Vietnam or Cambodia) or very
upstream analytical work which was needed prior to project identification. More importantly though,
country attitudes towards using loan funds for expatriate consultants were not always positive, These
factors led the Bank to establish this year a small, pilot grant fund ($25 million a year) for funding up-

strearmn institutional development work or TA management.

7. A World Bank Task Force completed a review of all technical assistance lasi year, to better
understand our changing role and address the perception of lower effectivencss of institutional develop-
ment-oriented TA. We also drew on the analyses of technical cooperation for institutional strengthening

done by other development agencies, such as the DAC and Nordic UN studies. Two other internal bank
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reviews have turned up related findings: the popular participation learning exercise has examined the
impact of more participatory and consultative processes on project sustainability and the Portfolio
Management Task Force has analyzed country “ownership” ol Bank-financed operations, the need to build
local capacity for project preparation and implementation and the importance of appraising country
institutional frameworks as part of project preparation. Let me turn now to some of the lessons of these
and other key studics regarding TA for institutional development, before tumning to some Asia-specific

examples.
. World Bank Technical Assistance for Institutional Development

8. Comprehensive studics by our independent evaluation arm, OED, found that institutional develop-
ment objectives (as described at project initiation) were substantially achieved in only one-quarter of the
projects, and partially achieved in half of them, with one-quarter not achieving institutional development
objectives (See Table 1). Among sectors, industry and public utility projects experienced more effective
institutional development, while agriculture and health were least successful. Asia projects rated
somewhat better than the Bank-wide averages, but Asia has had fewer and less ambitious institutional
development components in general. Some seasoned development cxperts suggest thata 1 out of 3 batting
average is quite a realistic expectation for the innately complex task of institutional development, but at

the World Bank, these kind of performance results ring alarm bells.

9. The numerous conclusions of World Bank studies about the sources of performance problems in
technical assistance for institutional development and the keys to success can be sunumarized by two key
factors: (i.) the need for a longer-term vision or strategy regarding institutional developiment objectives and
(i) the importance of recipient participation in identifying and planning the technical assistance to meet

these objectives.

Institutional development is a Jong term issue: Isolated projects arc usually not able to address

systematic problems underlying institutional weaknesses, such as civil service issues or regulatory
environmenis, which create disincentives for public sector agencies or which require adjustment of the
relationship between the government and the general public. Changing institutional culture is often
difficult to compress into the time period allowed for disbursement of a loan, even where this is 6-7 years.
Attention to institutional development issues with the Bank’s project cycle is less front-loaded than other
tasks. Towards the end of the cycle——that is, at negotiations, and during implementation—when
institutional issues may become more apparent, there is relatively little chance to influence outcomes or
to tackle some of the broader issues that affect institutional performance. However, where the Bank and
acountry jointly developé strategy for addressing institutional issues consistently across projects and over
time, based on a good preliminary analysis of the institutional problems, the likelihood of success is much

greater. Ideally, such a strategy also has inputs from other donors, so that the approach of all TA providers
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can be a coordinated one,

Ownership of institutional objectives; We have all seen a last-minute TA compaonent thrown into

the project design to address institutional deficiencies identified during project preparation. Lack of earlier
analytical work on the sectorial or national institutional environment often leads to inadequate diagnosis
of both institutional problems and the country’s capacity to absorb TA to address these problems. More
Bank attention to upstrearn institutional analysis is part of the answer. But, more crucially, the.use of a
process épproach will bring the country 6fficials into the diagnostic and design stages of individual TA
activities, as well as into developing the longer term strategy. Full participation, in other words, should
resultin botitcountry commitment to institutional objectives and better implementation of the TA, to which

the borrower must commif staff time and resources.

10. A Bank working paper by Samuel Paul  suggests that the Bank’s success at technical assistance
for institutional development could be increased by several means. Issues of sustainability and country
institutional frameworks are increasingly being dealt with more explicitly, and our work on sector
institutional issues is .striving to clarify focus and use staff and consultants with specific expertise in
organization and management. The long time span needed to support institutional development goals
incvitably exceeds the assignment of Bank statf to work on a country, although many countries consider
that the Bank's earlier efforts, despite our own somewhat critical sel'f-assessmcnt, have been useful.
Building on what has worked, more innovative approaches are being tried with modest success. These
include twinning arrangements (a “mature” institution helps a less experienced one develop its capacity),
usc of local consultanis {who may be more attuned te the social and cultural aspécts of institutional
developiment), and international seminars for sharing relevant experience. And consultative processes are
used more frequently during design stages. The dilernuma we all face, though, is that the countries most needing

TA for institutional development are those least able to define and absorb it.
II.  Where does the World Bank go from here?

11, The Technical Assistance Review Task Force sought to pull together the lessons from ten years of
studics and generate a change in our own organizational behavior. During the past year, each Region
developed its own technical assistance action plans for strengthening internal management, inéluding
institutional development and technical assistance goals in country strategies, designing and supervising
TA withthe samé diligence that we apply to other components and types of projects (with special attention

to getting inputs from our field offices), and strengthening staff skills to assess institutional needs.

4 Paul, Samuel. “Institmtiona! Development in World Bank Projects.” World Bank Working Paper #392. April 1990,
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12. The new Institutional Development grant fund was initiated to fill the gap in our tool kit mentioned
earlier. In East Asia, grants have been madc to Papua New Guinea for a diagnostic of its auditing system
and to develop its trade and industrial policy-making capacity, to Cambodia to help formulate its bud-
getary norms and procurement systems and to establish an operational treasury. Other grants under

consideration to countries in the region are aimed at environmental policy-making capacity.

13.  Weare revisiting our relationship with other donors, particularly the UNDP, where a long-standing
joint agreement was not taking full account of the Bank's experience with structural adjustment advice and
the UNDP’s work on national capacities for managing TA (NatCAP). Inthe Bank’s Asia Regions, we have
established an institutional dcvclopmcn_t unit this year to bring focus and specialized management skills
to our work in this area. Finally, the Bank is just about to issue a technical assistance handbook to provide
its staff with specific guidance about how io work with countries in the design and supervision of TA for

institutional developiment.

14,  The following factors critical to success of technical assistance for institutional development were
highlighted by the TA Task Force, and some of thein were further emphasized by the internal participation

leaming exercise and the Portfolio Management Review:

I. A high degree of country commitment to institutional development objectives and to TA
vehicles, resulting either from the country originating the demand or serving as co-designer.

2. Well-defined objectives in line with country absorptive capacity.

3, Project design based on accurate assessments of needs, draWing on institutional development
or public sector specialists from Bank or country.

4. Rigorous supervision of TA components or activities by country and Bank staff.

Our challenge is to incorporate these into our management culture and to see that our advice to

countrics is consistent with these changes.
IV. Illusirations from World Bauk East Asian Experience

15. To give more concreteness to this so-far rather conceptual discussion, | want to cite the key East

Asian experiences that confirm our conclusions. T will use country, purpose and instrument examples.

Indonesia

16. The long-standing relationship at the field level between the Bank and Indonesia is almost unique.
We have had a large field preéence in the country for over two decades which has allowed us to respond
to Indonesian requests for economic and sector analysis on a scale unreplicated in many other country

programs. This feature has provided both the government and the Bank with a deep understanding of
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management and institutional issues.

17.  The Indonesian government has had a high degree of willingness o use loan funds for technical -
assistance to meet its objectives (rapid economic development despite skill shortages to capitalize on
increased earnings from oil cxpoﬁs). Indonesia now absorbs half of all our East Asia regional loan-funded
TA, and 12% of all the Bank’s resources provided for TA throu_gh loans. The first free-standing TA loan

in the Bank (for pre-investment work) was made to Indonesia in [968.

18. The use of these resources reflects the same gradual shift from mainly funding pre-investment
studies to providing advice and capacity building training that we saw occurring Bankwide. Of five free-
standing TA credits provided between 1968 and 1979, the first two .were preinvestment funds with
unspecified subprojects. Successive credits began to add studies and advisory services for building local
planning and management capabilities, but continued to include large inje'ctions of preinvestment funding.
This series of projects culminated in a high degree (87%) of viable investments being designed, while the
studies funded engendered improved institutional self-reliance in central policy-making agencies, thus
helping Indonesia increase its control over its public investment program'. However, the Bank and the
country concluded that the continued financing of feasibility studies on that scale was no Jenger justified,

in view of the availability of increased resources for this from other donors.®

19.  The power sector in Indonesia illustrates the importance of having a long-term institutional
development strategy supported by a sequence of projects. The Bank has made 20 loans for power
development in the 21 years, underpinned by some 10 sector analyses. Over the period, a shared long terin
vision evolving through three related yet disiinct phases was developed between the Government, the
implementing agency (PLN) and the Bank. That vision was resolutely pursued over two decades, with
funding reasonably balanced between straight investment and institutional development objectives, The
first phase focused on the creation and organizational strengihening of PLN, the second on expanding the
infrastiuicture for power generation, and the third on consolidating gains by strengthening the financial
status and strategic planning capacity of PLN, as well as enhancing private sector participation in a
conducive regulatory framework. The results are an impressive growth in electricity supply and in
efficiency of its delivery combined with a growing share of private sector participation in generation and

distribution.

China
20. China has been an active borrower from the Bank for a decade, and it plays a strong role in

identifying areas for Bank analytical work and controlling project design. The country was reluctant to

? World Bank, “A Review of Bank Assisted Free-Standing Technical Assistance Credits in Indonesia.” OED, March

1988,
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use loan funds for expatriate experts, particularly long term advisors, viewing them as very high cost

relative to Chinese professionals. Thus, the approach agreed on was more training than consultant-based.

21, The first years of Bank lending supported China’s objective of re-establishing its links with the
“outside world” after a period of isolation. Projects had distinct capacity-building content (e.g. modern-
izing higher education). As the decade progressed, institutional development and infrastructure expansion
inthe power, road and rail sectors evolved. Capacity for planning of investment was added, e.g. modelling
and water allocation mechanisms for the development of the Yellow River basin and computer-based
project management techniques. To build China’s own training capacity for economic management, a
special arrangement was developed with UNDP funding to link the World Bank training institute, EDI,
with Chinese institutions. The impact of this approach was probably more cost-effective than the external
graduate training of individual Chinese, where issues of candidate selection and attrition emerged. Today,
the emphasis includes preparing the financial sector as well as state enterprises and public regulatory
bodies to undertake enterprise reform. The strengthening of the central bank as a regulatory agency, and
the introduction of the corporate concept to what were essentially just state-owned factories are key

elements in the current long-term strategy.

22.  The overall experience has been broadly positive, given China’s highly developed, centuries-old
public administration culture and traditions. However, China’s recent use of traditional TA instruments,
maierial support and indirect exposure to international experience has not tended to focus on specific
institutional goals as effectively as has its use of TA to improve the engineering and technical quality of

investments,

Twinning ‘

23.  Looking at modalities rather than countries, twinning is an area in the Bank’s experience with
institutional development in East Asia with a munber of successes. The relationship between Indonesia’s
gas company (PGN) and British Gas in the last half of the 1980s resulted in PGN’s gas losses dropping
from 30% to 3%, with sales and profits up significantly. Similar linkages have been established between
Thailand’s power company, EGAT, and that of Laos, from which Thailand eventually hopes to buy power.
In the telecommunications sector, Malaysia’s modem company has provided technical assistance to both

Fiji and Laos, with Bank loan financing,

Sectors

24, Toclose with a sectorial out, environment has been the focus of an intensive combination of Bank-
funded and trust-funded technical assistance to carry out diagnoses, develop action plans, establish and
'strengtheh institutions and define regulatory frameworks. In China, the Bank undertook environmental
sector work and arranged for Japanese grant-funded studies onenvironmental issues including biodiversity,

greenhouse gases and other pollution factors. The follow-up will be an environmental technical assistance
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project under preparation. InIndonesia, building on 1989 environment sector work, a technical assistance
loan was approved last year to strengthen BAPEDAL, the country’s new environmental management
agency. A number of donors, including Japan and UNDP, were also involved in trust funding earlier stages
of the Bank’s support to BAPEDAL. But what can we say about all of these efforts? Little yet. The
experience is limited, the precedents are few, the parties are numerous. But the issues are critical. If any
development objective depended on the interplay of the public and private sect.or institutions, it is that of

environmentai protection.
V. Conclusion

25.  Drawing on the World Bank’s recent deliberations regarding the limitations and advantages
inherent in delivering or funding technical assistance for institutional deveiopmént, let me close
summarizing some key messages and by mentioning some of the new initiatives in Asia that, we hope, will
draw on the mixed experience of the past. The main lessons we have learned are: institution development
is a continuum, from the policy framework to the project context. Institutional development takes a long
time, and therefore needs consistent, long term attention through coofdinated, sequential projects, The
diagnostic base must exist so that both the strategy and the design of projects to achieve that strategy are
realistic. Given the links between participation, commitment and achievement of resulis, the institutional
framework must, most importantly, recognize that countries are the owners of their institutions. The
diagnosis of the problem and the roadmap to sustainable resuits must allow for intensive national and local
participation in problem identification and development of solutions for institutional development.
Sustainability is also well served if part of the solution is increasing local capacity to address future
institutional issues, through training, developing the local consultant profession and including mecha-

nisms to strengthen local management of technical assistance.

26. We formally look mainly at government organization in these areas, but it is important {0 recog-
nize the debate in many countries over the role of the state, and that the relationship between the
government and the private sector—and citizens more broadly-—is an issue that is .clearly relevant to
sustainable efforts to improve the management of the development process. How governiment organizes
itself to carry out these tasks, how these staff are managed and compensated, procﬁrcmcm and accounting
practices, and how public sector functions are distributed among levels of government lead to several new
arcas for investigation and analysis. Concern about accountability and participation of beneficiaries calls
for more attention to how public and private sectors interact with communities and citizens groups as well
as who delivers the services. Finally, further work is needed on the measurement of service levels for public
infrastructure and social services, to provide objective indicators about how efficiently these services are

being delivered.
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Table 1: 1991 and 1985-90 : Achievement of Institutional Objectives in Evaluated Operations,
by Sector and Region

Opcrations for which Achievement was Judged to be

1691 1989-90/b
No. of No. of
Projects  Substantial Partial Negligible  Projects  Substantial Partinl Negligible
OO NN O CONMNCONN
Secior
Agriculture and rual 87 18 53 29 176 23 S5 23
development
Industry 12 42 13 25 25 32 36 32
Development finance 22 32 41 27 65 31 5t 18
corporations
Transport 23 22 52 26 63 19 43 33
Tourism 3 67 33 G 5 20 40 40
Telecommunications 7 14 20 57 13 38 54 8
Energy 25 56 40 4 39 46 44 0
Power 16 13 50 38 42 43 40 i7
Water supply and 15 53 13 33 26 38 54 8
‘sanitation
Urban development 10 .40 20 40 29 28 45 28
Education 21 24 52 24 45 29 49 22
Population, health 2 0 50 50 11 18 55 27
and nutrition
Technical evaluation 9 22 56 22 16 25 38 38
Program and policy 10 0 90 10 26 35 38 27
Region
Africa 100 21 48 31 171 22 49 30
East Asia and Pacific 40 45 35 20 125 36 51 13
South Asia 27 22 56 22 89 24 54 22
Europe and 21 33 52 14 32 38 44 19
Cenural Asia
Middle East and 28 25 50 25 53 36 47 . 17
North Africa
Latin America 46 26 43 30 111 31 43 26
and Caribbean
Total 262 27 47 26 581 29 45 23

/a Some operations for which institutional development was not considered an issue were excluded.
/b The data for this variable are not available prior to 1989,

Source: Annual Review of Evaluation Resukts [991, Report No. 11062
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Technical Cooperation
The UNDP Approach and Experience in Institutional Development

Bayani Aguirre
Deputy Chief
South East Asia Division, Regional Bureau for Asia & Pacific, UNDP

Introduction

As the world’s largest multilateral organization providing technical cooperation to developing
countries, UNDP has accumulated a wealth of experience in institutional development. In partnership with
the governments of recipient countries, other UN agencies and donor organizations, this experience has
been gained through the practice of development cooperation, in a variety of settings and circumstances,
in different fields and disciplines, all in the service of human development. By investing in people and
enlarging their choices, UNDP is of the view that the great human potential can be unleashed to improve
the quality of life and ensure its sustainability.

The diversity of UNDP’s experience has always been its source of growth. For it provides useful
lessons for the continuous improvement of technical cooperation concepts and processes. In the practice
of institutional development, UNDP technical cooperation has had its own measure of shortfalls just as
much as successes. Either way, the challenge is to continue moving ahead, innovating, piloting, and
persevering, convinced that only through a development vision and a constancy of purpose that the needs
of our clients—both donors and recipients alike——would be best served.

In this Symposium, allow me to share with you some of UNDP’s concerns, approaches and
experiences in institutional development in the hope that such an exposition would lead to an expansion
of knowledge, an exchange of views, and a common understanding and appreciation of the problems and
complexities that distinguishes technical cooperation in institutional development from other forms of
 technical assistance. Hereunderisa synthesiied account of some of the main issues which UNDP currently

face.

Capacity buiiding _

. Although UNDP has been involved in “capacity building for self-reliance” as its core activity for
many years, if is only quite recently that it has been able to develop a common understanding of the term.
Various terms have been used to describe suach activities in the past, the most common of which is
“institution building”. As there is a whale of difference between these two terms, there is also overlap.
Thus, in UNDP, we refer to institution building as the development of particular institutions, their human

resources, equipment, organization, management and administration. Capacity building, on the other



hand, pertains to a broader set of activitics, involving support for human resource development,
organizational strengthening and the emergence of an 0§erall policy environment which is conducive to
development.

Capacity building has three essential components: the education and training of managers,
professional, administrative and technical personnel; the use of these trained people in public and privatc
sector organizations which are aimed at achieving a development impact; and the ‘development culture’,
i.e., the rules, norms and expectations governing the transactions and relations among people and among
organizations.

While UNDP’s global expericnee has shown that valuable capacities have been built in areas such
as infrastructure (including research), vocational training, health, statistics, civil aviation and meteorol-
ogy, the organization’s efforts in 4 variety of other areas have not becn successful. There are a number of

reasons for this which has caused great a deal of concern:

e although governments have been supported in building capacity, many activitiés of UNDP
projects have not had a major impact on development;

» the capacities which have been built have not been sustained in all cases;

s the focus has been on development of human skills and the establishment or strengthening of
institutions, with insufficient attention given to building capacity to formulate and analyse policy
alternatives, or, to the creation of a supporting environment; _

s support has been concentrated on governments, with little, if any, for non-governmental
institutions, the private sector, or for civil society in its broadest sense;

= it has not led to the establishment of the capacity to develop a coherent framework for technical
cooperation in recipient countries; and

» technical cooperation as an instrument of capacity building has been flawed, not because
particular projects did not succeed, but because large sums of money have been spent without

reference to priority development goals and without reference to related programmes,
These concerns have raised a number of interrelated issues which need to be addressed, such as:

e the relevance of programme activities to core national development objectives;

o the national policy context within which programme activities are undertaken;

s the extent to which capacity of non-governmental as well as government institutions are built;
¢ (he coordinating mechanism for capacity building activities;

o sustainability of the capacity; and

e theextent to which the modes of delivery of technical cooperation in support of capacity building

have incorporated the lessons of the past,

With a view to enhance UNDP’s eflcctiveness in building national capacity in developing coun-
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tries, a pilot study, covering 6 countries world-wide, will soon be undertaken jointly with the World Bank
to look into the circumstances for sustainable capacity building and to recommend more effective design
of technical coaperation in support of capacity building. The study will focus on the following aspects:
definitions and perceptions; priority processes and policies; outcomes and success indicators; use of
capacily; balance covering both public and private sector institutions; sustatnability faclors over the long
term; and elements of success or fatlure.

We expect to see the results of this pilot study, a year from now.

UNDP also gives emphasis to a strategic, coordinated approach to capacity building. The means
through which UNDP can support governments in formulating and implementing national strategics for

capacity building can be seen on the basis of the following phases of the programme cycle:

= the capacity to develop a long-term vision and perspective;
¢ the capacity to formulate policies and substantive orientations for the short and medium-term;
e the capacity toimplement national programmes by public and non-goverminent institutions; and

¢ ' the capacity to monitor and evaluate the impact of national programmes.

New approaches to UNDP cooperation

More than 40 years of experience and many lessons learned in the provision of technical cooperation
have spurred UNDP to search for “better ways of doing business™. At the onset of the 1990s, against the
backdrop of fast-changing realitics, UNDP has begun to dismantle old paradigms and usher in the new.
Let me cite three main pillars of the new ways by which UNDP does its business.

First, experience has shown that UNDP*s main instrument in the delivery of technical cooperation,
i.e., via a project, has a nuimber of major limitations. Not only are project objectives narrow and its impacts
obscured, it also leads to heavy administrative burdens as projecis multiply, Pariiculary forinstitution and
capacity building projects, it is not uncommon to find projects which are able 1o produce expected out-
puts and meet objectives but fall short in building institutions and fostering sustainability. Hence, the
“programme approach” was bom, Initially a loose concept, UNDP is now much closer to defining its
principles, its elements and its requirements. Essentially, the programme approach emphasizes the
existence of a government development programme as the basis for UNDP technical cooperation. If no
such programune exists, then assistance could be provided in developing the programme. Therefore,
UNDP intervention(s) may respond to the specific needs of a component or a number of components in
the programme, Among the very few proposals which have recently been approved is the Thailand pro-
gramme on Basic Education and Vocational Training.

Second, alongside the programme approach, UNDP is encouraging national execution of projects,
This modality not only gives the recipient government greater ownership but also enhances its capability
to develop and manage technical cooperation projects. The percentage of nationally-executed projects is
still small (for institution-building projects in Asia/Pacific, it accounts for only 3% of total UNDP finan-

cial commitments in the 4th Cycle) but the trend is on the rise.

_ggﬁ



The third pillar in UNDP’s new approach is the successor arrangements for agency support costs.
Thisisa more complicated way of compensating UN agencies for executing techiiical cooperation projects
funded by UNDP. Simply stated, instead of the 13% overhead charges which agencies usedto charge under
the old regime, a new set of formulas and arrangements for support costs are followed for projects executed
by the big UN agencies such as FAQ, ILO, DTCD, UNIDO and UNESCO. These new arrangements are
intended to encourage these agencies to sharpen their respective technical competences rather than
concentrating on project development.

At this point, it is also worth noting that for the first time, the UNDP Governing Council in decision
90/34 has called for greater focus in the formulation and implementation of technical cooperation
programmes durinig the Sth Cycle. In furthering national capacity building, the six thematic arcas

prescribed by the Council are as follows:

* poverty eradication and grassroots participation in development;
¢ environmental problems and natural resource management;

¢ the management of development;

¢ technical cooperation among developing couniries (TCDC);

e transfer and adaptation of technology and development; and

¢ women in development,

Counntry programmes

UNDP technical cooperation in a given country operates under the framework of what we refer to
as country programmes (CPs}. The country programume idicates the themes and areas of concentration for
utilization of available UNDP resources. It will be seen from the following brief descriptions of the CPs
of countries represented in the Symposium that a great deal of emphasis is given to capacity building and
institutional development in meeting the countries’ priority needs for UNDP technical cooperation.

During the 4th Cycle (1987-1991), three themes were adopted in the UNDP CP for Malaysia:
strengthening the planning and implementation capabilities of the government; human resources devel-
opment; and development of science and technology. However, on account of the fast-changing socio-
economic developments in the country, the initial project pipeline had to be adjusted during the course of
CP implementation. These developments and the futuristic vision of the govermnment have influenced the
formulation of UNDP’s thematic thrusts in the 5th Cycle (1992-96) as follows: human skills in the 1990s;
technology for the 1990s; and management of the environment in the 1990s. Although available UNDP
resources is relatively small, Malaysia continues to attach importance to the CP by providing it with
government resources, Inthe 5th CP, of the $15.3 million allocated for the programme, 53% is cost-shared
by the Government.

UNDP’s contributions to institutional development in Singapore during the 1960s are widely
recognized as part of the “Singapore-UNDP success story.” The results of these initiatives have led to the
establishment of: the Economic Development Board (EDB), the Development Bank of Singapore (DBS),
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Jurong New Town Authority and scveral other institutions which have played important roles in the
country’s development. Singapore's industrial competitiveness is also greatly enhanced by the quality and
productivity work carried out by SISIR (Singapore Institute of Standards and Industrial Research) which
has been continuously assisted by UNDP since its infancy. Since Singapore has now graduated into the
ranks of a net contributor country, it does nothave aspecific UNDP country programime in the saime manner
as for other developing countries. However, this does not prevent Singapore from availing of UNDP’s
comparative advantages in tcchnical cooperation through participation in regional projects, and/or, by
providing its own resources io finance UNDP projects.

From a gap-filling role, the UNDP CP in Thailand is moving towards a highly-focused and
programine-oriented approach to technical cooperation in key development areas. During the 4th Cycle,
the four themes were: economic management and institutional reform; human resources and social
development; production, marketing and research and development of new technologies; and natural
resources and environment. These have now been focussed to three themes in the 5th Cycle: income
distribution and regional prosperity; environment and natural resources management; and human
resources development. IPF/programmable resources have also been reduced from $31 million to $27
million in the 5th Cycle,

It would be interesting to note that in a DANIDA-commissioned study (April 1990} on the
effectiveness of UNDP field activities, it pointed out that there were design weaknesses in the institution-
building/operational projects in Thailand. These weaknesses, pafticularly with respect to the relationship
between objectives and institutional arrangements, came {rom a combination of factors such as: the choice
of narrow implementing agencies and project formulation procedures which were able 1o address
identified problems but unable to fully grasp quite different and strong public sector institutional traditions.
UNDP expects that such weaknesses would no longer occur under the programme appioach which our
Bangkok field office zealously pursues in the implementation of the 5th CP.

The Philippine 4th CP was characterized with numerous projects in pursuit of 4 sector-oriented
programne priorities; agricultural development; industrial development; cnergy development; and
generalfregional development. The CP was extended until end 1992 to coincide with the country’s
development planning cycle, The Sth CP, with IPF resources of $39 million is currently being formulated.
Based on discussions between the government and our field office in Manila, the promotion of sustainable
human development would be the over-riding goal in the CP. Thematic priorities would cover the
following areas: economic reform; improvement of the country’s competitiveness through technology
transfer; poverty alleviation and basic social services; and environmental management. The CPisexpected
to be finalized in the next few weeks in time for presentation and approval at the June 1993 session of the
UNDP Governing Council.

The UNDP-CP in Indonesia is the largest in the ASEAN countries in terms of programmable
resources. The 4th CP covers the period 1991-94 with resources of $74 million. Early this year, agreement
was reached between the government and our field office to consolidate and streamline the programme’s

11 priorities and concentrate on the following: poverty alleviation; promotion of non-oil exports;
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infrastructure development; environmental protection and natural resources management; managing
development; employment promotion; réchnology development; and regional development. A mid-term
review of the programme is scheduled before the middie of next year. _

UNDP resources made available to the Republic of Korea to support the 4th CP (1987-91) amounted
toonly $10.7 million. These were directed towards the following main thrusts: reorganization of industrial
structure; strengthening of the science and technology base; environmental management and protection;
and human resource development. The Sth CP, with IPF resources of $4.2 million is under formulation.
It would focus on the following areas: environmental managexhent; industrial restructuring; tumen river

development; social development; and TCDC,

Regional development institutions

There is a wealih of developmental expertise which resides in the region. With theircorhpetence and
familiarity with local conditions, development and research institutions can provide the needed services
in programme/project formulation and implementation of project activities. UNDP has tapped these
institutions in a number of ways. To cite a few examples, the Thailand Development and Research Institute
(TDRI) has provided UNDP with studies leading to the preparation of the Thailand country progranune.
Ithasalso beenactive inimplementing project activities through subcontract arrangements. The Philippine
Institute of Development Studies (PIDS) has undertaken a number of studies for UNDP projects in the
Philippines and for ASEAN. We have also utilized the services of the Malaysian Institute for Strategic and
International Studies (ISIS) for UNDP-assisted studies in the restructuring of the ASEAN. The Korean
Development Institute (KIDI) has also done quite a lot of assignments for UNDP both in the country and

around the region.

Institution-building / strengthening projects

To give the Symposium an idea of the number and the magnitude of resources devoted by UNDP
for institution-building and strengthening projects during the 4th Cycle (1987-91), hereunder are some
interesting data and information.

During the 4th Cycle, there were 706 projects (country and regional) in the Asia and Pacific region
categorized under the heading of institution building and institut.ional strengthening with a total budget of
$854 million. Of these projects, 290 were of the institution building-type (with total budget of $324) while
the remaining 416 were for institutional strengthening (with a toral budget of $530).

Of the countries represented in the Symposium, it is interesting to note the following information:-

For Indonesia, there were 13 institution-building projects with a budget of $21.8 million. Of these
projects, 6 have been completed and 7 are in progress. One example of an on-going project is titled
“Community Water and Sanitation Project”. Tn addition, there were 35 projects classified as institutional
strengthening (with a budget of $45.6 million); 16 of which are on-going such as “Promotion of TCDC:
Phase 11",

For Malaysia, there were 10 projects, two of which were institution building with a total budget of
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$1.4 million. Of the 8 strengthening projects ($2.8 million budget), one example is titled "Strengthening
Computer Audit Capability”.

In the Philippines, there were 6 institution-building projects with a total budget of $5.5 million and
13 institutional strengthening projects with a budget of $12.4 miliion during the 4th Cycle. One cxample
of an institution building project is titled “Establishment of Animal Preducts and By-Products Training
Center.”

In Singapore, there were 4 projects, now all completed, 3 of which were classified as institution
building with a budget of $1.1 million. One project is titled “Development of Materials Technology &
Applications Centre of the SISIR.” '

In'Thailand, there were 3 institution-building projects with a total budget of $2.4 million and 9
institution-strengthening projects with a budget of $4.8 million. One example is titled “Improving Food
and Agricultural Production with Nuclear and Related Technology™.

In the Republic of Korea, UNDP had 8§ projects, 4 of which were for institution-building (all
completed) with a budget of $2 million, One example is titled “Development of Civil Aviation Training
Center.”

At the regional level, there were 15 institution building projects with a total budget of $14 million
and 26 institution strengthening projects witha budget of $33.9 million. One example of a regional project
is titled “Advisory Services on Foreign Direct Investment: Phase I1.”

At the sub-regional level, UNDP has been quite active in providing technical cooperation to the
Association of South East Asian Nations (ASEAN). In the process, UNDP has become the only
international organization designated “Dialogue Partner” by the ASEAN. In the last two years, UNDP
provided assistance in a number of major studies which led to recommendations that were adopted during
the ASEAN Summit Mecting of January 1992. These include: the Framework Agreement for Economic
Cooperation as recommended in the report “ASEAN Economic Cooperation in the 1990s; and the
restructuring of the ASEAN institutional framework with particular reference to the ASEAN Sccrctariat.
Continued assistance is being given by UNDP in the reorganization and professionalization of the ASEAN
Secretariat. _

Similarly, UNDP has been providing institutional support to the Mekong Committee ever since its
inception. Under the South Pacific sub-regional programme, a number of institutions have been assisted
such as the South Pacific Regional Environmental Programine (SPREP) and the Forumn Secretariat. Other
subregional programmes are under development for the South Asia Association for Regional Cooperation
(SAARCQ), for Indo-China, and for North East Asia, including the Tumen River Basin Development

Project.

The expert-counterpart system
A review of the UNDP institution building/strengthening projects in the the Asia-Pacific region
shows that, on average, 43% of project budgets are devoted to project personnel and a sizable portion of

these are accounted for by long-term resident experts. There has already been a great deal of debate on the
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_ effectiveness of the expert-counterpart system which oftén characterizes the principal vehicle by which
technical assistance is transferred. Consequently, alternative arrangements are often sought to come up
with more cost-effective ways such as short-term missions, the use of national consultants, and twinning
arrangements. Without adding further to the debate, suffice it to point out here that for institutional
development projects, the use of long-term resident experts who are able to get to know the country and
the people better and becéme more sensitive to the local culture and the political context, may have its
advantages particular if effectively combined with available national expertise.

In Indonesia, for example, the breakdown by project components of 64 on'-going projects i'n.dicates
the following distribution: personnel-58%; training-18.3%; subcontracts-12.5%: equipment-6.5%; and
miscellaneous-4.6%. In view of expertisc available inthe country, there has been a trend to shift from long-
_ term. resident international experts to short-term specialized consuliants. Another trend is the increasing
use of national expertise, where available, The experience with national experts has been positive; in

combination with short-term international expertise, it has proven to be effective in many cases.

The NATCAP process

In an effort to improve the effectiveness of technical cooperation in building national institutional
capacity and creating sustainable forms of development, UNDP initiated in the African region in 1986,
what has come to be known as NATCAP—National Technical Codperation Assessment and Programmes.
Since then, more than 20 NATCAP exercises have been undertaken.

' Essentially, NATCAP is a process, led by the government, for systematically reviewing the
effectiveness of, and programming the priority needs for, technical cooperation fromall sources. It is meant
to be a long term process to help strengthen the institutions, develop the methodologies and esfablish the
mechanisms for a more systemaltic programming and coordination of technical cooperation in support of
the recipient Government’s development policies and programme management.

The NATCAP methodology has undergone a number of refinements over time. It now consists of
anumber of phases. The preparatory phase involves the definition of the scope to be covered in the exercise
and identification of relevant institutions. The studies and analyses in the succeeding Phase I lead to the
production of 2 data base on technical cooperation and a Technical Cooperation Policy Framework Paper
(TCPFP). The main activity during Phase 1Y is the identification and prioritization of TC heeds resulting
ina Technical Cooperation Programme (TCP). And, the follow-up phase aiﬁls to strengthen government
management and planning capacity, improve donor coordination and interalization of the process in the
govemment’s planning and budgeting procedures.

Although NATCAPs may not be of particular relevance to countries participating in this Sympo-
sium because of the relative sophistication in the development and management of their technical
cooperation programmes, it is worth mentioning here in the Symposium as it exemplifies a process and

a well-defined methodology for improving the effectiveness of technical cooperation programines.
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The MDP approach

_ In 1988, UNDP established the Management Development Programme (MDP) with an allocation
of $60 million through 1992 and a further $40 million for the period 1992-96. This allocation came from
UNDP’s Special Programme Resources (SPR), established specifically for use in developing and
mainstreaming new concepts and approaches in areas essential for building national capacity in Human
Development. MDP’s main objective is to help developing countries improve the efficiency and effec-
tiveness of their public sectors through the enhancement of public management capacity and the promotion
ofamore strategic approach to public management improvements. Particular allention is given tocountries
which request support for carrying out comprehensive programmes aimed at strengthening public
management on a long-term basis.

The principal areas covered by MDP-assisted programmes are: streamlining of govemment
machinery; civil service reforms; human resource management; financial management; strengthening of
policy analysis capability; decentralization; and enhancing public sector linkages with the private sector.
The programme is available 1o all déveloping countries with priority given to poor developing countries.
Since funds are limited, proposals for MDP assistance must be innovative and have the potential for
widespread application if proven viable. The programme emphasizes capacity building in the service of
long-termn institutional change. Accordingly, it focuses on appropriate individual and institutional
incentives and the systems necded to maintain such incentives over time. The development of skills,
organizational strengthening and procedural change are seen in the context of the larger, systemic chang-
es needed to make specific improvements meaningful.

The specific methodology followed in programine formulation relies heavily on the participaiory
approach or process consulting which underscores local and national ownership and leadership in the
management of the change process. This approach is critical to the success of the programine.

Of the countrics represented in this Symposivm, UNDP is in the process of developing MDP-
assisted projects in Indonesia and the Philippines. ‘The focus of the Indonesian project is administrative
reform with particular emphasis on performance improvement in the public service. It is expected that
MDP would provide seed funding; the main bulk of the requ.ired resources would come from the UNDP-
[PF allocation to Indonesia.

Parenthetically, in Thailand, IPF resources were utilized to finance a project (THA/87/011) on
improving the management of government programmes. Executed by the Civil Service Commission, the
expertise of the Thailand Development Research Institute (TDRI) was utilized in carrying out the studies
conducted by the project.

'For some time riow, UNDP has been having discussions with the Philippine Government onan MDP
project for the improvement of public sector management and the budgeting process, particularly in light
of recent legislation on increased decentralization and autonomy at provincial and local levels. An MDP
mission (comprising one international cxpert and two national consultants) was in Manila only two weeks
ago to formulate the project document.

Through its work, the MDP has accumulated a lot of experience in the programming of technical
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cooperation and the implementation of projects on public sector reforms and institutional development.
It has also carried out brief case studies on the successful experiences of a number of countries, such as
Malaysia and the Republic of Korea, in managing the process of public sector reform. In both cases, the
importance of strong Government leadership and commitiment to the reform process have been highlighted.
Capacity 21

One of the key issues that kept surfacing during the UNCED Earth Summit in Rio this year is the
lack of endogenous capacity in developing countries for sustainable development. Consequently, UNDP
has recently launched Capacity 21, in support of Agenda 21, to assist countries in the formulation and
implementation of sustainable development strategies and of required national capacity building
programmes. Through Capacity 21, assistance would be provided to enable developing countries is to
integrate environment and natural resources consideration into the development planning process and
build capacity to manage these effectively in the context of economic and social devetopment.

UNDP intervention(s) may be requested in any of the following steps for implementation of the

programme:

o review of development plans

e formulation of national Agenda 21

e strategy for implementation of national Agénda 21 in light of the development plans

e assessment of capacity required for effective implementation of Agenda 21 and development
plans

» formulation of capacity building programines

+ implementation of capacity building programmes.

For purposes of this programme, “capacity building” is understood to include the process and means
through which national governmenits and local communities develop necessary skills and expertise to
mantage their environment and natural resoufces in a sustainable manner within their daily activities. The
term “capacity” includes three components: human resources, institutions and an enabling environment,
Thus, a legal framework, enforcement mechanisms, technical skills and basic knowledge of the individual
regarding the natural environment are all essential clements of “capacity”.

The amount of $100 miltion is being targeted to support the pilot programme of activities.
Discussions with donor countries have been initiated to obtain the necessary funding; the amount of $10
million fromthe UNDP-SPR has already been earmarked to start-off the Capacity-21 programine. Already
now, a number of inquiries and project ideas have been received from interested developing countries,

some of which are represented in this Symposium,

Evaluation of institution-building projects

Since UNDP has long been involved in institution-building projects, it has been able to developand
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test a specific methodology for the evaluation of such projects. For instance, in order to provide a better

understanding of the process of institutional development, the evaluation asks three basic questions:

e What is the present status of institutions assisted?
e [s it possible to evaluate their contributions to national development?

e Arethere relevant characteristics shared by these institutions in the course of their development?

A number of elements are considered in the evaluation, such as; the performance of the institutions,
their efficiency, effectiveness, potential for development, impact, and sustamability.

The involvement of governments is essential. In a number of cases, evaluations are conducted as
joint exercises with the participation of national consultants in the expeciation that the nationals would be
able to conduct similar evaluations in the future without external aid.

Occassionally, UNDP’s comparative advantages in providing the assistance are looked into during
the evaluation of institution bnilding projects. In one example, the evaluation noted UNDP’s unique
capabilities in the following areas: obtaining access to private sources of technology; building institutional
linkages between developing and developed country institutions; providing integrated access to high

technology; and the use of TCDC modalities.

Conciusion -

In conclusion, the UNDP approach and experience to technical cooperation in institutional
development has evolved to embrace the wider concept of capacity building which is no less difficult to
formulate, implement and assess. To support this concept, a number of new approaches have been
developed which provide greater opportunities to developing countries for ownership in the development
and management of tcchnical cooperation programmes—ithe programme approach, national execution
modality and the new agency support cost arrangements.

The countries represented in the Symposium comprise among the fastest growing countries in the
world today, Accordingly, UNDP technical cooperation in these countries, as shown in the country
programmes and projects implemented, reflects a higher level of development needs. This is equally true
for institutional development projects where more advanced know-how and technologies are sought.
Through its international network, UNDP would be able to access these technologies; it could alse provide
'support to further encouraging and building-up the capacity of development and research institutions in
the countries of the region. The combination of international and national expertise is quite formidable in
addressing development problems and prioritics.

In addition to capacity building programmes at the country and regional levels, certain processes
and methodologies have been developed by UNDP which not only enrich the discipline but, more
importantly, gearcd to serve more effectively the needs of the countries that UNDP serves: the NATCAP
process, the MDP, the newly-created Capacity 21, and a coherent assessment and evaluation system for

capacity building and institutional development programimes and projects.
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The UNDP’s lessons and experience in the provision of technical cooperation for capacity building

and institutional development is a rich reserve available to all our development partners.
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