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groups to promote international public goods, as described below. This trend will, in turn,
lead to capacity development processes that are much more like ‘co-creation’ than they
are traditional development cooperation, that is, groups or organisations working together
to achieve objectives that are important to both.

The growing need for the capacity to ensure global public goods

The production of global public goods — disease control, international security and policy,
climate change, international crime, migration, human rights — will increasingly rely upon
the capacity of state and regional actors around the world to engage in and act on such
transnational issues.'’” Larger, richer states will see the protection of their immediate
national interests linked with the progress of smaller, poorer states to develop their
capabilities to perform a range of functions. Capacity issues will therefore rapidly move
beyond narrow questions of programme implementation and take on broader
geostrategic significance. This process may, in turn, affect the way such issues are
managed and funded. The speed of development and compliance with global needs will
become more important. Some states may be compelled to adopt particular systems of
governance and management at the insistence of the international community. Some
may end up in a form of international receivership.*” The notion of national sovereignty
allowing a state to persist with dysfunctional practices may be coming to an end. One of
the key challenges will be to find ways to combine such direct external interventions with
some measure of capacity development.

The rise of a new generation of actors

Global influences are producing the emergence of new actors and new relationships that

are increasingly shaping capacity issues.

¢ Inthe case countries such as Brazil, complex network structures began to appear in
the 1980s and 1990s and, by the year 2000, had scaled up to a major size. New civil
society organisations, research institutes, consulting firms and private companies had
begun to appear in almost all the case countries.

e A variety of non-state transnational actors are also engaging in some form of capacity
development at the global level. Private international corporations such as General
Electric, foundations such as the Bill and Melinda Gates Foundation, and NGOs such
as Oxfam now operate on a global scale with technical resources to rival those of the
smaller bilateral agencies.'”

e New actors such as national diasporas have appeared that command substantial
resources and influence,'” providing an expanding range of opportunities for
partnerships for capacity development.

o Some of the case research showed evidence of the rise of illicit global networks and
transnational gangs that, in some cases, now have the power and resources to
capture and subvert the capacity of public agencies such as the police, border control
and other regulatory agencies.'”

¢ In many donor countries new domestic actors — departments of finance, police,
customs and immigration — are becoming involved in capacity development. The
design and management of some TA has now become part of national security

172 5ee Ravi Kanbur et al, The Future of Development Assistance: Common Pools and International Public

Goods, Policy Essay 25, Overseas Development Council, 1999.

Australian personnel currently run the treasury, judicial and policy systems of the Solomon Islands and
parts of Papua New Guinea. Similar interventions are likely for Timor-Leste.

See Globalisation, Governance and Civil Society, Global Thinknet Tokyo Conference 1998; M.
Lindenburg and C. Bryant, Going Global: Transforming Relief and Development NGOs, 2001. See also
George Lodge and Craig Wilson, A Corporate Solution to Global Poverty, 2006.

Remittances from diasporas — about US$150 billion in 2005 — are estimated to be twice the total of all
ODA.

ENACT in Jamaica, ESDU in St Lucia and NACWC in South Africa. See Moises Naim, lllicit: How
Smugglers, Traffickers and Copycats are Hijacking the Global Economy, 2005.
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strategies for some donor countries. Aid decisions are gravitating to ‘whole of
government’ arenas.

The cases indicate that globalisation is shifting relationships, e.g. altering the balance
between international organisations, national governments, non-state actors, local and
regional governments and individual citizens. Most case countries were rethinking the
role of the state, leading to a greater coordination function rather than as the sole or
predominant actor. Power was gravitating upwards from national governments to
international organisations. The faltering legitimacy of national governments and the
greater access of individuals to information and other resources have also empowered a
range of local and regional governments. And non-state actors are demanding
involvement in functions previously reserved for governments. Not just ‘capacity for
what?’, but ‘capacity for whom?’ was an issue in many of the cases.

Global pressures are thus putting a premium on organisational imagination and ingenuity.
Globalisation is also reshaping the perceptions of different generations within particular
countries. Younger groups seem less interested in working in governments but are
attracted to individual entrepreneurship.

Conventional technical assistance funded by IDAs has become only one of many
channels for country participants to access advanced knowledge. Information-based
interventions in the form of global knowledge networks, worldwide partnerships, distance
learning and international communities of practice are proliferating. New forms of
capacity development have arisen in the form of new markets in education provision, new
ways of delivering knowledge and training, and virtual learning. The rise of the
‘knowledge economy’ and the availability of IT led some IDAs to try to recraft their roles
into ones dealing with knowledge management.*”” Actors in low- and middle-income
states can now access hundreds of websites on most technical and organisational
issues. Learning networks, the use of videoconferencing and electronic communities of
practice are now proliferating across the world. IT has become a means around which
people can structure their capacity development strategies.

The lessening of interest in capacity development

It is also possible that the current interest in capacity issues will soon fall out of fashion as
the difficulties in generating, identifying and demonstrating become more evident. Put
another way, the accelerating drive to achieve the MDGs will have the potential to
diminish the current emphasis on capacity issues. The patience and the tenacity to stay
with the capacity agenda will not continue. A little disjointed

" For an analysis of the experiences of the World Bank, DFID, Sida and JICA with respect to knowledge

management, see Kenneth King and Simon McGrath, Knowledge for Development, 2004.
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11 Selected conclusions

This report has covered a broad and complex range of topics. In order to simplify these
as much as possible, we have presented at the end of most chapters some operational
implications. We do not wish to repeat these in this chapter but rather to lay out a few
selected insights beyond what appear above, as follows:

e The balance of issues in development cooperation is shifting against predictability
and towards complexity and uncertainty. The complexity and the paradoxes of many
context—actor relationships in our cases did not conform to a linear cause and effect
pattern of effects. They interacted amongst themselves to produce pressures,
opportunities and traps, many of which could not be understood in advance. The
planning and control model most commonly applied to development cooperation had
limited utility in such a context.

o The concept of complex adaptive systems thinking can be helpful in understanding
and crafting capacity development interventions involving many actors. It can help us
to see the deeper patterns of behaviour and relationships that lie beneath individual
events and actions. But, because it puts less faith in planning and intentionality, it
implies looking differently at causation, attribution and results chains. It encourages
people to think more creatively about disorder, uncertainty and unpredictability.

e Capacity development is about both first- and second-order changes. First-order
changes are those relating to formal aspects such as structure and the configuration
of tangible assets. Second-order or deep change involves altering mindsets, patterns
of behaviour, degrees of legitimacy, and the relationship between the formal and the
‘shadow’ system. Machine building to fix gaps focusing on first-order change is not
enough.

o Capacity development is about altering power, authority and access to resources.
Rebalancing power creates winners and losers. Loser groups have to be dealt with in
some way so as to reduce their influence. This might include compensation or
mollification.

e Capacity development relies on voluntary collective action for its effectiveness. Even
when people are members of formal organisations and their presence is mandated,
they still provide voluntarily the key ingredients of capacity development — energy,
motivation and commitment. External interveners can only indirectly facilitate the
process by providing access to new resources, ideas, connections and opportunities.

e A certain amount of ‘misfit’ is needed to energise capacity development. The
development literature gives considerable attention to the need for fit between
interventions and the cultural context. But a good deal of capacity development, and
indeed a good deal of development cooperation itself, is premised on changing some
cultural norms — essentially working to redress a ‘misfit’. Addressing gender
inequalities, trying to instil professional standards of work and advocating greater
respect for human rights all imply going against behaviour accepted by significant
groups within some countries. Too much “fit’ with such a context may indicate a lack
of dynamism and commitment to try to ignite change and reform. What is important is
identifying which patterns of behaviour should be accepted, and which external actors
and country stakeholders should endeavour to change.

e If country groups are not prepared to challenge the system, analytical tools and
techniques will not make the difference. The challenge for external interveners is to
find the appropriate groups to support. It is often elite coalitions and bargaining that
shape the space for capacity development rather than groups of the poor who have
neither the resources nor the contacts to push forward change. Tools and techniques
cannot substitute for the commitment of these groups.
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Is there inherent value in the concept of capacity?

We would also like to return to one of the questions raised in the introduction that might

bear a little more discussion: Does capacity have any substantive meaning and

development contribution of its own? Although we started out with some ambivalence
about this concept and with sympathy towards its critics, we now suggest the following
advantages to retaining it, and even to giving it more emphasis:

e It encourages us to think about a constantly neglected subject — the ‘how’ issues, the
implementation challenges, the operational. It encourages us to accept the idea that
strategies do not implement themselves, no mater how brilliantly conceived. They
need to be underpinned by the ability to make them operational. Despite all that we
know about this issue, the international aid community is still drawn to the ‘what’ and
the ‘why’ issues at the expense of the ‘how’.

e It encourages us to think about the deeper purposes of development cooperation. Are
substantive gains such as those in health, education, agriculture, environmental
protection — the usual idea of ‘results’ — the only true end of development? Or is the
ability of a country to choose and implement its own development path — its basic
capacity — also an end of development as well? We see the strategic mindset that
treats capacity as an end in itself as a crucial component of any serious effort to
improve the ability of people and organisations to do things better. Countries need to
see effective systems such as institutions and organisations as crucial elements of
their development puzzle. Such systems house the collective ingenuity and skills that
countries need to survive. In our view, the conventional emphasis on ‘results’ does
not necessarily lead to capacity. But capacity usually leads to results.

e It encourages us to think about a series of basic issues such as adapting to rapid
change and resilience and sustainability.

Recommendations

Finally, the original objectives of this study outlined in the introduction called for general
recommendations to support the effectiveness of external interventions aimed at
improving capacity and performance. The nature of capacity and capacity development is
such that what is appropriate in one situation is not likely to be in the next. No change
strategy is valid all of the time in all contexts. Replicating an activity in a variety of
different contexts requires careful adaptation based on a thorough understanding of each
context. That said, we offer below a few generic recommendations that could help
external interveners in their efforts to promote capacity development:

Find ways to unleash the potential for capacity development

This potential is present in all situations in all countries. But participants need to focus
more on finding, inducing, igniting, and unleashing endogenous human energy and
commitment. This is obviously a complex process of change that has many facets —
institutional, cultural, historical, logistical, political and financial. It is not simply a matter of
technical and logistical engineering, although that is a part of it.

Emphasise the importance of effective leadership to help groups to work together
At the core of effective capacity development is endogenous energy, motivation,
commitment and persistence. These add up to more than a vague notion of country
ownership and they imply more than conventional ‘leadership’, although that contributes
to it. They require a process of encouraging and stimulating individuals to act either alone
or, more likely, together. The leadership involved can take many forms from the individual
heroic to the collective. Initially it can be leadership by one person but over time it tends —
in successful organisations — to be distributed, shared and embedded in the psychology
of the organisation. If there was a persistent theme in the cases, it was the process of
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developing appropriate leadership forms that encourage working together to unleash this
energy.

Emphasise learning and adaptation

Also at the core of capacity development is the practice, in some form, of learning and
adaptation. Capacity development is not always open-ended. In some instances it can be
scheduled and targeted. But in the majority of cases, the process needs to be shaped by
adaptation, experimentation, learning and adjustment. That has implications for ‘design’,
management, evaluation and all the other conventional aid functions. It also implies
maintaining a broad range of types of interventions to match different conditions.

Use systems thinking to help explain the process of capacity development
Systems thinking, and specifically complexity theory, is now beginning to affect the
direction and operations of private corporations, governments and other institutions
around the world. We are not saying that it is the latest silver bullet. We are suggesting,
however, that it can supplement other ways of approaching capacity development and
can provide real insights and understanding on how to act, for example, to unleash the
energy and drive to get capacity moving.

Develop an understanding of the importance of capacity as an end in itself

There is increasing recognition of the importance of organisations and institutions to the
development of a country. If we accept that developing capacity in these forms is an end
itself, then there are major implications for the way participants think about and manage
capacity development processes.

Be more wide-ranging and creative about capacity development

Attention to the current concepts of choice — demand-side, accountability, a results focus,
country ownership — is part of the process. But these should not exclude other important
factors such as informal or shadow processes, issues of power and control, the role of
symbolism, and dysfunctional or even destructive behaviour. The most successful of our
cases took a broad range of issues into account.

Be aware that the change process is bigger than one organisation or intervention
Capacity development is only one part of the broader processes of change that affect
organisations and countries. External interveners can only influence these in a limited
way and it is important that they be modest about what they can and should try to do. To
better understand how and when they can intervene, such organisations would in general
benefit from improving their understanding of change processes, and what works under
what conditions.

Take into account the issues of time and timing

There is often a tension between the long-term objectives of changing major systems and
the reality that windows of opportunity close and stakeholders lose interest without some
signs of progress. External interveners and their country partners need to come to a
common understanding about the balance between the short- and the long-term, and
when it is appropriate to intervene. Similarly, they need to pay attention to the balance
between capacity development and more conventional development results.

Put more emphasis on understanding the country, identifying appropriate partners
and building relationships

The analysis in this report suggests that capacity development is a challenging process,
and that an understanding of country conditions is crucial. In recent years, international
development agencies in general have moved heavily into donor harmonisation, and their
field staff have spent increasing amounts of time in coordination meetings. This has
meant less time working with partner country colleagues either on a one-to-one or a small
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group basis. Much of the work requiring close donor—partner country contact has been
delegated to consultants, and donor agencies no longer have the corporate knowledge of
the country and contacts they once had. There needs to be a rebalancing between
coordination and the acquisition of knowledge through interpersonal contacts.

Develop the capabilities required to address capacity issues

Addressing the implications of capacity development along the lines outlined in this report
would require increased investments in the issue by outside interveners. Capacity
development would need to be seen as a specialty requiring dedicated resources along
the lines of those in place in organisations like Sida, the Asian Development Bank and
AusAID. It would require more incremental planning processes and more organisational
incentives to encourage staff to develop in-depth cultural understanding of partner
countries (rather than moving from one country desk to another in quick succession).
Monitoring and evaluation would have to put more emphasis on intangible aspects of
development such as legitimacy and self-empowerment, as well as on the tangible
outcomes.

The way forward ...

Despite the extensive research backing up this report, there are still some notable areas

that require more work before all the recommendations above could be fully put in place.

Further work would be useful, for example, on:

¢ making systems thinking operational for development cooperation;

e testing out different approaches to monitoring and evaluation;

¢ the macro level — including state building; and

e better ways to think about the influence of contextual issues, including the impacts of
globalisation.
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Annex 1: Terms of reference

Rationale

The Network on good governance and capacity development (Govnet) of the DAC has a
mandate from the DAC to produce lessons on good practice for the development
community which is struggling with how to address capacity issues, particularly in the
context of critical institutional and organisational weaknesses in developing countries. It
is often these weaknesses which have resulted in rather poor performance in meeting the
Millennium Development Goals and in making a serious improvement in poverty levels in
developing countries.

With this in mind, the chair of the Govnet, Roger Wilson, asked the ECDPM to develop a
proposal for a study which would try to understand the practical process of how capacity
develops and the implications for donor programming, particularly at the operational level.
This proposal builds on previous work such as that done on pooling of technical
assistance and the UNDP study on Reforming of Technical Cooperation but identifies a
specific niche — that of understanding how capacity develops and in turn what donors can
do to encourage it. The Govnet has since integrated this study into its workplan and the
ECDPM is moving ahead with it. In addition, other parts of the OECD are keen to see the
results of the study in order to assist them in dealing with their mandates.

The purposes of the study are the following:

e To enhance understanding of the interrelationships amongst capacity, organisational
change'®, and performance across a wide range of development experiences, and

e To provide general recommendations and tools to improve the effectiveness of the
design and implementation of interventions, both endogenous and external, in
support of improved capacities and performance.

The products of the study will be:

o Afinal report in two parts:

o The presentation of findings coming out of the case work and the secondary
research, focusing on the what, how and why of the capacity and performance
improvement processes at the field level, and

o The implications for practitioners and external interveners, including capacity
assessment techniques, change strategies and improvements to the monitoring
and evaluation of capacity and performance issues.

e Customized reports for particular groups (depending on availability of funding but
respecting the principle that different audiences have different needs)

o A selection of case studies based on both desk and field research

e A compendium of tools and frameworks that have either been located or formulated
during the course of the work.

¢ An extensive annotated list of resource materials including literature from three main
sources:

0 The development cooperation literature on capacity issues, e.g., the UNDP
study on Reforming Technical Cooperation
o0 The overall development cooperation literature on institutional development

and management

178 Organisatonal refers to both the organization as a unit of anlaysis and to the type of activity

(organisational as opposed to technical or financial performance).
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0 The global literature on management and organising, e.g., organisational
design, core competencies and networks.
e One or more reinforced learning networks, engaged in generating and disseminating
information on capacity issues, preferably based in low income countries
e One or more training modules depending on demand.

The study has a significant field component with emphasis on what has worked and why.
This real life experience should provide concrete examples for practitioners and help
them to think about new approaches and new strategies. The study thus differs from the
UNDP work which is more focused on policy changes, specifically with regard to the use
of technical assistance. The ECDPM and the UNDP are working closely on the study,
including sharing some personnel. This will help to maximize knowledge sharing while
avoiding overlap in activities.

Effectiveness and sustainability

Because the DAC study has broad support from the beginning, its stakeholders are likely
to be supportive of the end product. Presently about 10 development organisations have
indicated an interest in providing funding to the study, albeit sometime tied to their own
cases. The donors range from members of the like-minded group to the Japanese and
the Australians. This early buy-in helps to lay the ground for the final recommendations
and encourage donors to implement them. In addition, it is expected that the study will
lead to a DAC paper on good practice which will be a benchmark for the peer review
process. This institutionalisation of the findings of the study will thus create an
accountability mechanism.

Setting

The study focuses primarily on the local setting and on how capacity, organisational
change and performance interlink at the macro, meso and macro levels. Unlike most
donor funded activities, this study attempts to understand these processes from a local
perspective. In addition, it is linking into local organisations and networks interested in
having their stories told. This involvement of local people will create local dynamics of
interest in the study and its findings and help to encourage application of the
recommendations.

Target group

There are two broad audiences for the study:

o Field staff and other practitioners in the field including local organisations involved in
development activities

o Western based staff in the headquarters of donors and other development
organisations located in OECD countries

The ECDPM is surveying the needs of various audiences, particularly those of donors

both from the perspective of field and headquarter operations, and will try to take these

into account during the study. It will also adapt the final products to the different

audiences, including, if required, to DGIS.

Counterparts/ Who does the study work with?

A key issue in choosing case studies will be a demand for the study from the field. All
case studies must have interested contacts in the field who see benefits for their
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organisation or organisations in having a case study done and to making their cases
known. Their commitment and engagement will be critical not only to a good case study
but also to how the case will be used subsequently. These uses may vary. The Eastern
Caribbean Development Unit is, for example, presenting the case done under the DAC
study to its board to support and justify its programmes. The Dutch Embassy in Bolivia
has indicated an interest in working on a case study on public service reform as a means
of rekindling interest in a stalled process.

The ECDPM will maintain links with these field contacts throughout the study and
encourage them to form an international network for discussion and interchange. They
will have access to the website set up by ECDPM to keep stakeholders informed of
activities and of documents in progress. The case studies will be posted on this website
as they are completed and will thus provide ideas for discussion within the group. The
ECDPM will invite these contacts to the final meeting of the study and advisory groups
where they will participate in the formulation of the recommendations coming out of the
study. They will also have an opportunity to comment on the final report.

Other factors in choosing case studies include
o level: non-profit, private sector or public sector

e organisational versus inter-organisational
e geographical location.
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Annex 2: The case studies

1. Developing Capacity for Participatory Development in the Context of
Decentralisation — South Sulawesi, Indonesia

This case study examines how Takalar district in the Indonesian province of South
Sulawesi took up the challenge of tackling rural poverty through the introduction of
participatory development and community empowerment methodologies. The case looks
at the range of capacities that were required of various local stakeholders (local
government officials, non-governmental organisations and the communities at large),
examines the processes through which the district, in partnership with JICA, undertook to
develop these capacities, and discusses the broader socio-political challenges
encountered in sustaining interest in and the capacity for participatory development
against the wider background of political and administrative decentralisation.

Between 1997-2002, Takalar district and JICA introduced a model of participatory
development known as ‘SISDUK'. Influenced by a Japanese participatory development
planning concept, it recognises that all communities possess indigenous capabilities and
resources that can be mobilised to address development needs. Rather than providing
goods and services to communities as passive recipients, SISDUK seeks to mobilise
community groups to help themselves by adopting a capacity development approach
aimed at empowerment and facilitating local (village) institutions. SISDUK is both a
programme facility offering small grants to stimulate community development initiatives,
and a development concept that challenges conventional ways of tackling local
development.

Much like other participatory development methodologies it offers an alternative model of
local development. In the Indonesian context, the notion of participatory development is
particularly challenging as it demands a significant shift in the way government works and
in the way it sees its relationship with other stakeholders. Inevitably, many capacity
challenges arise, but perhaps most prominent is the issue of influencing attitude, or
mindsets.

JICA assistance to SISDUK came to a close in 2002. Two years on, SISDUK remains in
place, backed up by a local government regulation and financed through the local
government’s own budget. Senior management talk enthusiastically about SISDUK and
of the contribution it has made to local development and decentralisation. At the
provincial level, training and promotion work continues to be provided. Some eight
districts have shown interest in the Takalar experience and are considering doing
something similar in their own localities. Yet despite the achievements SISDUK has
changed in fundamental ways. Key elements of the participatory development system are
no longer being practiced as intended, while many of the capabilities developed are no
longer actively used. The story of SISDUK is therefore as much about the dissemination
and sustaining of novel ideas and the inculcation of a different model of development as it
is about developing specific capabilities.

2. Developing Capacity for Tax Administration — The Rwanda Revenue Authority
In November 1997, the Rwandan transitional parliament passed a law establishing the
Rwanda Revenue Authority (RRA) as a body corporate charged with administering the

collection of taxes and customs and excise duties on behalf of government. The
establishment of the RRA marked the beginning of a remarkable process of
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organisational development, which has seen the transformation of the government's
capacity to manage revenue collection. In just six years, the RRA has become a
performing and respected institution that has helped increase domestic revenue
generation from 9.5% to 13% of GDP. This is in stark contrast to the situation prior to the
creation of RRA. Revenue collection had been the responsibility of a department within
the Ministry of Finance that was characterised as incompetent, inefficient and corrupt.

This case study looks at the first six years of the RRA and identifies the factors that
contributed to its remarkable achievements. What has transformed it into a performing
and respected institution? What have been the factors driving change? How important
has capacity development been to this record of achievement? How has external
assistance facilitated the process of transformation?

The organisation's spectacular achievements have taken place against the background
of a country emerging from trauma. After more than 30 years of state division, ethnic
conflict and growing economic malaise, the RRA was born into an environment that could
best be described as hostile. The civil war and genocide had left one million people dead
and nearly three million refugees in exile, the fabric of society had been torn apart, the
state and economy had collapsed and infrastructure destroyed. In 1997, the Rwandan
state was still in a process of reconstruction but had begun to move to the point where
longer-term development issues could begin to be contemplated alongside the ongoing
need to deal with issues of regional insecurity as well as social and political fragility within
its borders.

Today, it is clear that the government has succeeded in galvanising a societal drive to
pick itself up and to work towards becoming a prosperous, secure and confident society.
There seems to be a strong desire to succeed and to prove that the country can re-
emerge from the depths of crisis. The drive to perform and the eagerness to succeed are
all-pervasive and go a long way to compensate for the shortages in capacity that the
country faces. The Rwandan government had also been able to mobilise the support of
sections of the international community that had pledged support to rebuild the country.
Together with its external partners, it has set out an agenda to create a united Rwandan
people sharing common identity and goals. At the heart of this agenda is the fight against
poverty and the creation of a democratic and inclusive political dispensation.

3. Resilience and High Performance amidst conflict, epidemics and extreme
poverty — the Lacor Hospital, Uganda

St Mary’s Hospital, known locally as the Lacor Hospital, in Gulu district of Northern
Uganda, formerly an isolated Catholic missionary hospital, is now fully integrated into the
Ugandan health system, and is a leading provider of hospital-based health care in the
country.

The case study draws attention to the factors that have played a role in shaping the
hospital's capability to perform effectively in an environment characterised by conflict,
epidemics and extreme poverty. It describes how the hospital has over forty years grown
into a centre of excellence, setting an example for the rest of the health system and
helping to build health care capacity for the whole country. With 474 beds, Lacor is the
second largest medical centre in Uganda. It is an extraordinary example of capacity
development, adaptation and performance in a region characterised by an 18-year civil
war, extreme poverty and outbreaks of virulent epidemics including the Ebola virus.

The Italian Dr Piero Corti and his Canadian wife, Dr Lucille Teasdale, began to build up
the Lacor hospital in the early 1960s. Dr Corti formulated a clear objective for the
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hospital: to offer the best possible service to the largest possible number of people at the
lowest possible cost. Dr Teasdale imprinted on the staff an attitude of care and love for
the patients. Their tireless dedication and hard work set an example for the staff and
developed into a value system that still guides the hospital.

The 1990s marked a watershed in the organisation’s development. It had to adapt from
being an externally funded missionary hospital, following its own systems and
procedures, into a private not-for-profit health provider integrated into the health system,
partially funded by the Ministry of Health. The 1990s were also characterised by the
continuing civil war and extreme poverty in the northern districts. Moreover, the outbreak
of Ebola in 2000 had a devastating effect on the organisation and nearly destroyed it.
When the epidemic hit the region, there were 393 confirmed cases with 193 deaths. At
the hospital, 150 cases were confirmed, of which 52% died. Among the hospital’s 100
volunteer staff, 12 died, including Dr Matthew Lukwiya, a brilliant medical specialist who
had been earmarked as the future director of the hospital. Despite these challenges, the
hospital has continued to flourish and to enjoy the respect and admiration of local,
national and international stakeholders. However it has reached a critical stage in its
organisational evolution where it has recognised the need to reflect carefully on its future
trajectory and on its role within the larger Ugandan health care system. To this end, the
hospital recently prepared a five year strategic plan formulated through active
engagement with its stakeholders.

4. Papua New Guinea’s Health Sector — A Review of Capacity, Change and
Performance Issues

This case study examines the reform process in PNG’s health sector from a capacity
development perspective. It addresses a number of factors influencing capacity
development, change and performance in the sector, including issues internal to the
National Department of Health (NDoH), capacity issues at sub-national levels, the
institutional ‘rules of the game’ that guide attitudes, behaviour and relationships in the
PNG context and in the emerging health SWAp, and broader contextual factors. The
study takes the health sector as the main unit of analysis, but with significant regard to
NDoH given its central role in planning, standards and setting overall policy direction. The
report highlights how the different levels of PNG’s broader ‘capacity system’ are
interdependent, with constraints and opportunities at one level influencing possibilities at
the other levels.

The Health Sector is presently guided by the fifth National Health Plan — Health Vision
2010 — which aims to ‘improve the health of all (5.3 million) Papua New Guineans,
through the development of a health system that is responsive, effective, affordable, and
accessible to the majority of our people’. Specific priorities include increased services to
the rural majority (85% of the population), many of whom presently do not have access to
basic health services.

The government of Papua New Guinea and the donor community are moving towards a
sector-wide approach (SWAp) to health reform, consistent with international development
cooperation trends. AusAID and the Asian Development Bank have been the major
contributors to the SWAp. However, despite significant investments in the sector in recent
years, the health of Papua New Guineans is ‘at best plateauing’ and a number of health
indicators are actually declining.

The report contends that while PNG has a fundamentally sound national health policy,

implementation has fallen short of the mark. Relying on a capacity development lens, the
report explores some of the reasons why NDoH has been ‘successful’ in policy
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development, but less so in policy implementation. It suggests that PNG’s policy
development strengths are rooted in the experience and commitment of senior actors in
the sector and are buttressed by a broad consensus in PNG on the importance of health
services. Shortcomings in implementation are attributed to a number of factors, some of
which are internal to the sector, including management issues, relationships, financing
arrangements, the skills of health practitioners, and external factors, such as the
institutional rules which affect the behaviour of sector stakeholders. Despite the
implementation challenges, the team noted a number of ‘success stories’ which have
emerged.
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The external agency JICA played a
key role as a facilitator of change
offering a protected space for
innovation and learning and for
forging collaborative relationships
between local actors.

The case highlights the challenges
of introducing participatory
development approaches into a
bureaucratic and hierarchical
environment and the need to provide
appropriate incentives for different
stakeholders to embrace change.

The case also draws attention to the
influence of broader institutional
change processes as well as the
legacy of the country’s political
economy on creating and closing
opportunities for change.

The case highlights the contribution
of both internal and external factors in
driving and sustaining RRAs
transformation.

Leadership played a critical role in
setting a vision, driving the change
process, and galvanising a shared
sense of organisational purpose and
loyalty among staff.

‘Soft’ capabilities emerged along side
the more familiar ‘hard’ capabilities as
critical to organisational performance
in terms of learning, managing
change and engaging with the
external environment.

External assistance played a critical
role in accompanying the change
process working in an iterative and
pragmatic manner. With time, a frank
and open relationship developed
between the partners.

The case provides an example of an
evolving and endogenous process of
capacity development that followed an
implicit rather than explicit change
strategy.

While external support has been

significant in financial and technical
resources terms, it has never been
intrusive, nor has it led the process.

The case highlights how the hospital
nurtured a set of core capabilities that
enabled it to learn to adapt to an ever
changing environment, to nurture and
safeguard a set of core values and to
maintain the highest levels of service
delivery.

Crucial to the entire process has been
the progressive transfer of visionary
leadership from the hospital’s founders
to a new generation of committed health
workers, as well as a willingness to
interact with the wider health care
system.

The case illustrates how the ability
of individual organisations to
develop their own capacity is
determined in part by their
relationships and the roles they
play within complex networks and
systems.

While the external environment is
generally not conducive to
sustained capacity development,
important achievements have been
recorded which can be attributed to
the attitudes and skills of managers
in dealing with contextual variables
as well as the ability of
organisations to isolate themselves
from dysfunctions in the broader
system.

The case demonstrates the value
of using a systems perspective to
help understand complex capacity
issues.
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5. The Role of Churches in Governance and Public Performance — Papua New
Guinea

This case examines the role of Christian churches as institutional actors within Papua
New Guinea’s governance and service delivery landscape. It considers their capacity
to engage in advocacy and policy related work, as well as to function as a partner of
government in the delivery of social services. In so doing, it looks at the interplay of
endogenous change processes and the development of capabilities to see how these
have translated into the performance of various church-based institutions and the
capacity of the church sector as a whole. The positioning of Christian churches as a
significant player within the PNG institutional landscape needs to be understood in the
context of the role of traditional institutions in PNG society and the struggle of the
formal state to establish legitimacy at the local level.

The community of Christian churches in Papua New Guinea (PNG) is very diverse,
ranging from mainstream churches, such as the Catholic, Lutheran and United
Churches, to others with smaller congregations, such as the Baptists and Anglicans.
The Seventh Day Adventists form an important church community in PNG, and there
has been an increase in the number of Pentecostal and Evangelical churches across
the country. In total, PNG has approximately 150 different missions, sects and free
churches. These church groups entered PNG in several waves since the late 19th
century, and an estimated 99% of the population now identify themselves as
Christians. While PNG has had relatively long contact with various church groups,
some remote communities had no contact with the ‘outside world’ as late as the
1950s.

There is a widespread recognition that the churches play a very important role in PNG
society. Collectively, they provide about half of the country’s health services and — in
partnership with government — co-manage some 40% of the primary and secondary
education facilities. Churches also run two of the country’s six universities and are
responsible for training many of the country’s teachers and health workers. A number
of church groups are also involved in peace and reconciliation activities in areas
experiencing tribal or other types of conflict, while others speak out on the governance
situation and the lack of basic government services in parts of the country.

The churches are seen as having made a significant contribution to development and
modernisation, and the introduction of values and morals which are now recognised in
the country’s Constitution. They have deep roots in PNG'’s diverse communities and
can draw upon considerable social capital to influence change processes at various
levels. Many of the country’s leaders have been trained in church institutions and
continue to play a prominent role in shaping PNG society. However, there are some
who believe that religious organisations have also contributed to the decline of PNG’s
traditional cultural practices and values.

6. COEP — Mobilising against hunger and for life — An Analysis of capacity and
change in a Brazilian network

This case examines a Brazilian social solidarity network, COEP (the Committee of
Entities in the Struggle against Hunger and a Full Life) through the lens of
organisational and social capacity and change. COEP is committed to building a just
and inclusive society for all Brazilians, one without hunger and poverty. Its members
include government agencies, parastatals and organisations from the private sector
and civil society. COEP is in fact a network of networks, active federally, in all of
Brazil's 27 states, and now also at the municipal level. Its strategies include
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encouraging its members to support and participate in development projects to combat
poverty, organising campaigns to mobilise public and institutional resources to end
poverty, and promoting cooperation among its affiliates in their development work and
campaigns.

The COEP experience is of interest to the wider study for several reasons.

e Itis uniquely Brazilian, part of that country’'s renewed democracy and of the broad
social movement against hunger. Created by Brazilian initiative, COEP has been
sustained by Brazilian resources.

e Itis anintriguing hybrid - a voluntary nationwide network that embodies many
aspects of a civil society organisation, but which operates in the border area
between the state, the parastatal sector, private business and civil society.

e Itis engaged with the paramount development issues of the day, mobilising
citizens and organisations to work to end poverty and for social justice. It
commands legitimacy as a development actor, legitimacy that helps to keep these
issues on the public agenda.

Against the background of Brazil's recent socio-economic and political evolution, the

case examines how the network has evolved and identifies the capabilities that have

enabled it to become a thriving and dynamic network active throughout the country.

COEP's trajectory over its first decade was remarkable by any standards. From

improbable beginnings in 1993, it has grown to include more than 800 organisations.

At critical junctures along the way, it has shown considerable resourcefulness and

creativity, drawing on its substantial internal resources to respond to the dynamics of a

changing environment and its own membership. Four elements stand out:

e COEP's strong self-definition: the core values, principles and purposes of the
network were clear from the beginning, and have remained constant.

e The network has had creative leadership with strong legitimacy and a capability for
strategic thinking.

e The network has created effective structures for governance and management,
well suited to its changing circumstances and profile.

e COEP has managed a dramatic growth in numbers and geographic scope to
become a nationwide organisation.

7. Capacity Building for Decentralised Education Service Delivery — Ethiopia

This study is one of two that examines capacity building for decentralised education
service delivery. It explores the recent experiences of Ethiopia in reforming the
education sector since 1997 against the background of a broader devolution process
which begain in earnest in 2001. The study examines the institutional environment and
broader governance context and identifies factors that have both facilitated and
constrained the development of capacity across the sector from the classroom level to
the policy making level. It also looks at the role of external partners in supporting the
reform process.

Ethiopia is a low-income country with a GNP per capita of only $100 in 2002, and a
Human Development Index ranking of 169 out of 175 countries. Almost 40% of the
population are illiterate and only 24% of pupils complete primary school education. For
the present government, which came to power in 1991 after 16 years of bloody civil
war, education is now a national development priority: nearly 14% of government
budget is allocated to it. The Education Sector Development Programme (ESDP) was
introduced in 1997 as a vehicle for implementing the 1994 education policy, which
envisaged universal primary education by 2015.
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The devolution of service delivery was included in the 1995 Constitution, which
provides an unusual degree of autonomy to Ethiopia's 11 regional states. In 1999-
2000, however, studies by the World Bank depicted an administration more akin to
deconcentration below the regional level. Regional state governments tended to
dominate service delivery at the woreda and kebele levels. After a crisis within the
ruling party (EPRDF), which culminated in a policy 'renewal’ in 2001, more genuine
devolution took place. Full discretion was given to elected woreda councils to allocate
unconditional grants from regional state treasuries (initially in the four largest regions).

The federal government was reorganised in 2001. An Office for the Coordination of
Capacity Building (soon converted into a ministry) was established to initiate capacity
building polices, to design and implement related programmes in support of the
regions, and to coordinate other related organs of government, including the Ministry
of Education. A national capacity building strategy was also developed as part of the
Civil Service Reform Programme launched in 1998, and a plan for implementing it was
put in place to be led by the newly created Ministry of Capacity Building. The strategy's
three elements - human capacity, systems and procedures, and organisational
structures and interrelationships - are based on the understanding that the country will
only achieve its goals if it can coordinate the use of its human resources, institutional
capacity and the procedures to carry out these tasks.

8. Capacity Building for Decentralised Education Service Delivery — Pakistan

This study is one of two that examines capacity building for decentralised education
service delivery. The study explores recent experiences in the Punjab to strengthen
capacity and performance of the education sector. It examines the institutional
environment and broader governance context within which institutional reform and
capacity development is taking place and identifies factors that have both facilitated
and constrained the development of capacity across the sector from the classroom to
the policy making level. It also looks at the role of external partners in supporting the
reform process.

Pakistan is classified by the World Bank as a low-income country with a GNP per
capita of $410, and a Human Development Index ranking of 144 out of 175 countries.
It spends only 1.8% of GDP on education (1998-2000), which amounts to 7.8% of the
government budget. The average literacy rate is 44%, but this disguises the fact that
only half as many women are literate as men. The primary school completion rate is
59%, but the female enrolment rate is only 74% of that of boys, and much lower in
rural areas. Overall, it is one of the world's worst performing countries in terms of
education coverage and outcomes. As a result of state neglect of education, the
private sector has filled the gap. The eventual emergence of education as a national
priority has to be seen against this backdrop of neglect, which has resulted in chronic
infrastructure shortages, and the low status of teaching as a profession. In Pakistan's
political environment (where patronage is significant), politicians have preferred
development schemes such as roads, electricity or water supplies, which have shorter
payback times than education, and building new schools rather than improving existing
ones. Political influence has been disruptive: new schools are sited in politically
advantageous but educationally inefficient or irrelevant locations, and teachers are
transferred as political favours.

Devolution in Pakistan has a long history, dating back to the mid-19th century in what

was then colonial British India. Up to partition in 1947, the British granted local
governments only very circumscribed functions. They were headed by an all-powerful
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deputy commissioner even after Independence. There is some evidence that their
elected members were used to legitimise the 'essentially unitary' 1962 Constitutional
arrangements or to build constituencies for the military. Non-party local electoral
arrangements resulted in the localisation and personalisation of politics at local level.
When provincial assemblies were revived in 1985 they were dominated by local
politicians. Indirectly elected provincial ministers - faced with non-party constituencies -
therefore started to use development funds to increase their chances of re-election.
The continued lack of political ownership of local government has led, among other
things, to a tendency for discretionary development programmes to be controlled by
upper levels of government. Tensions between provincial and local tiers of government
led to the suspension of local bodies from 1993 to 1998.
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The Role of Churches in
Governance and Public Sector
Performance — Papua New

Guinea

Mobilising against hunger and
for life — An Analysis of capacity
and change in a Brazilian
network — COEP

Capacity Building for Decentralised
Education Service Delivery —
Ethiopia

Capacity Building for Decentralised
Education Service Delivery —
Pakistan

e Drawing on a conceptual model of
community level social capital and
networks, the case identifies four
core capabilities that have emerged
across the church sector:

[0}

(0]
(0]
o

bonding,
bridging

linking, and

the use of space.

e These capabilities have contributed
to the church community’s
collective ability to engage in
governance work.

e Six factors triggered the process of
change and the emergence of key

capabilities:

o0 leadership,

o religious interpretations
(value),

0 ashared conceptual base
and faith-based mandate,

O appropriate
communication channel,

o legitimacy through
resilience, knowledge and
service delivery, and

0 intermediary structures

and organisations.

e Critical forces that have allowed

capabilities to emerge within COEP
are to be found within its internal
resources, both intangible and
material. Three critical factors
reinforced each other:

0 COEP benefited from
creative leadership that
enjoyed substantial
legitimacy within the
network and beyond;

0 Itdemonstrated a
sustained capability for
strategic thinking and
change, continuously
renewing itself while
maintaining its character
and principles; and

0 It benefited from the
commitment of its
institutional members and
even more the passion,
ideas and energy that the
people of COEP bring to
their work.

e Contextual factors have been
generally favourable in promoting
capacity development: - a policy
commitment to devolution; improved
conditions within the public service
especially at the local level and local
accountability systems that work.
Communities also make large
contributions to education, creating
strong ownership at community level.

e At the same time, there are major
challenges at all levels, with
indications of capacity constraints,
functional overload and detachment
from local realities at the federal level,
particularly in the Ministry of
Education.

e Economic deprivation and severe
resource constraints also impinge
negatively on key capacities, and
especially on the number of teachers
that the country can afford.

e  The study concludes that the 'balance
sheet' regarding donor engagement
in capacity development of the sector
has positive (capacity enhancing) and
negative (capacity draining) features.

e Contextual factors have been
unfavourable in facilitating capacity
development: the bureaucracy is
largely self-interested while
representative democracy is
dysfunctional in part because of
collusion with the bureaucracy.
Together, these pose formidable
obstacles to improving performance.

e The government faces a real capacity
building dilemma. There is an urgent
need for effective and rapid
development of capacities. However,
there are severe constraints on
enhancing capacities to design and
deliver programmes that will induce
sustained behaviour change and
more effective organisational
performance.

e There appears to be little experience
among key players of systematic
training and organisational
development. In addition, little
learning about capacity building is
taking place (about what works, what
doesn't and why).
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9. Building Capabilities for Performance — The OECS/ESDU Case

This case looks at the experience of the Environment and Sustainable Development
Unit (ESDU) of the Organisation of Eastern Caribbean States (OECS) located in St.
Lucia, the Caribbean. The unit, originally conceived as the regional implementing arm
for projects funded by the Deutsche Gesellschaft fiir Technische Zusammenarbeit
(GTZ) at the beginning of the 1990s, has since become integrated into the OECS
where it performs a facilitating and bridging function on environmental matters in
response to the needs of OECS Member States.

The study tries to explain ESDU's effectiveness in enhancing its organisational
capabilities for performance over the period 1996-2003 with specific reference to the
external context, the stakeholders, the internal features and resources, capacities,
endogenous change and adaptation, external intervention and performance. It is
based on and supported by research carried out at the ESDU office in St Lucia in
February 2003.

ESDU is a story of organisational transformation, and what it takes to get there.
Changes implemented over the period under study include the organisation's
mandate, management style, and structure. The results were enhanced
performance, improved service output, better staff satisfaction and higher credibility
amongst stakeholders. At first glance the ESDU experience might seem to be of only
moderate interest. It is a tiny unit within the OECS, with only 13 permanent staff and
a simple organisational structure. It has been adequately financed by donors. It does
not have to contend with many of the usual organisational dysfunctions facing many
development organisations such as perverse incentives, politicisation and conflicting
roles. But a deeper look reveals the ESDU case as a rich microcosm of insights and
strategies with respect to capabilities for performance. In particular, the ESDU
experience shows in some detail the imagination, effort, thought, discipline and
staying power - in short, the purposeful organisational investment - that must be
made in any serious effort to make things better.

The lessons of the ESDU case need to be assessed cautiously. All the dangers of
the current interest with best practices are present. ESDU was, and is, a very
particular organisational unit with special advantages that do not apply to most
organisations. It was a small unit with few of the internal organisational pathologies
that show up in much larger organisations. It was able to develop a clear mandate
and set of beneficiaries. It had access to adequate resources. It did not face internal
battles over the choice of its emerging capabilities. Collective approaches were
obviously much easier in such a small organisation. ESDU was in a good situation
and proceeded to make it better.

10. Organising for Large Scale System Change — the Case of ENACT in
Jamaica

This case looks at the Environmental Action (ENACT) Programme, a collaboration
between Jamaica’s National Conservation Resources Agency and the Canadian
International Development Agency. ENACT’s mandate was to work with Jamaican
public, private and non-profit organisations to improve their capabilities to identify and
solve national environmental problems. Programme design began in 1990 but field
activities only got under way in 1994. It took until 1999, to put in places all the pieces
to make ENACT a high-performing support unit of the National Environment and
Planning Agency (NEPA). ENACT did not work in conventional ways to develop
capacity, nor was it guided by a set of pre-conceived project activities. Instead it
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sought to respond to emerging demands and to reinforce existing initiatives driven by
local organisations through a variety of means.

Due to the complexities of the experience of the ENACT programme, this case
contains within it a number of themes that are instructive in their own right and that
can be summarised as follows:

e The wider Jamaican context and its influence on the ENACT programme. Despite
its comparatively small size, Jamaica has had a dramatic history leading to a
country of contrasts and paradoxes. Part of the challenge facing the ENACT
programme was to create the right 'fit' between this context and its strategies for
enhancing capabilities and performance.

o The growth and development of the ENACT programme unit. Specifically, it
examines how the four main participating groups - NEPA, CIDA, the Canadian
executing agency and the ENACT field team - collaborated over time to make the
unit effective. The focus of this case is therefore limited to what was perceived to
be its comparative advantage, namely, process issues in support of large-scale
system change.

e The strategies for capacity development chosen by the ENACT programme over
the period 1996-2004 to improve the capabilities and performance of its
Jamaican stakeholders and partners, and why these choices were made.

The ENACT programme is also a case study of a donor - in this case the Canadian
International Development Agency - searching for the most appropriate way to
interact with a complex programme to try to build capabilities and performance. By
their very nature, such interventions have uncertain methodologies and hard-to-
measure outcomes. Balancing a clear vision and improvisation is usually difficult. The
case shows that CIDA addressed, mostly effectively, three key questions: How
should such a programme be designed? How could CIDA help to manage such a
programme in order to meet its own accountability requirements? How should a
bilateral donor support such a programme to achieve results?

11. Networking Collaboratively — The Brazilian Observatério on Human
Resources in Health

This case explores the evolution of the Brazilian Observatério on Human Resources
in Health - a network of university institutes, research centres and one federal office,
consisting today of some 13 network ‘nodes’ or ‘workstations’ , which are coordinated
via a secretariat consisting of staff members of the Ministry of Health and the Brasilia
office of the Pan-American Health Organization (PAHO).

This case sheds light on the creation and sustenance of capacity and capabilities in
the context of networks. It provides insights on what capabilities are needed to make
networking function and how capacity created in the context of networks leads to
performance. It traces the way in which the network has grown into being a
significant actor in the health sector and examines the discrete but crucial role that
external partners played in supporting the development of the Observatorio .

The idea for a formal network on human resources for the health sector came to
Brazil in 1998 as part of a PAHO initiative to improve human resources policymaking
throughout Latin America. At that time, policy for human resources planning,
development and management in the health sector had become a key concern in
various Latin-American countries. Earlier networking experiences among several
health institutes from as early as the 1970s provided a foundation for the
Observatorio's implementation in Brazil. A year later, in 1999, the Ministry of Health
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legally recognised it as a mechanism to exchange information with which to inform
policy and develop, regulate and manage human resources in the health sector. But
the network was not created from zero. A long history of multiple processes shaped
the cooperation arrangement. Many of these processes have internal roots and were
driven by the motivation and commitment of individual network members. But there
have also been moments when external support and intellectual inputs proved crucial
to the network's flowering. The PAHO has been particularly instrumental, as it has
facilitated, balanced and stimulated interchanges among actors through its long-term
presence in the country.

The Observatério is nationally and internationally recognised as a unigue and
successful case of state-non-state interaction in health. The network has produced a
substantial amount of valuable information and analyses from its productive interplay
between Brazil's Ministry of Health, PAHO and the network working stations, as well
as from intense horizontal cooperation between network members. Most of these
members are active in other health networks as well, which has created an
environment in which intense exchanges and collaboration on issues in public health
have been initiated and developed.

12. The Growth of Capacity by IUCN in Asia

This study explores the growth of capacity in IUCN in Asia over the period from its
inception in 1995 to early 2005, with the aim of broadly assessing how capacity was
built, maintained and strengthened over that period. This regional component of
IUCN-the World Conservation Union employs 445 staff members who work in
partnership with 136 governmental and non-governmental members to focus on the
conservation and rehabilitation of landscapes, ecosystems, habitats and species in
Asia. In the process, IUCN in Asia aims to promote sustainable natural resource
management and equitable, sustainable livelihoods within and among nations,
communities and gender groups.

In the first several decades of its existence, the management of the global IUCN
programme was highly centralised. The effort to create an Asia Regional Programme
followed a global directive to decentralise and regionalise that was issued in the mid-
1990s. A regionalised IUCN was expected to be more responsive to its membership,
more financially sound and sustainable, and more likely to realise IUCN's
overarching goals through regionally sensitive approaches.

The 23 countries of Asia present specific challenges and opportunities to an
organisation like IUCN. The political, cultural and ecological complexity of the region
creates a highly specific context in which managers worked to build an Asia Regional
Programme within IUCN. This case recounts, largely in their own words, senior
managers' descriptions of the process of forming a regional manifestation of IUCN. It
reviews the kinds of managerial thinking and approaches that went into creating the
regional programme, and highlights a strategy for change that combined formal,
documented plans with a parallel process of highly flexible daily management
practice.

The study examines how informants characterised the role of leadership, collective
strategic thinking, and an established base country programme as they reflected on
the rapid growth of capacity in IUCN in Asia. It pays particular attention to the
cultivation of regional coherence, describing the key principles and structures through
which capacity and coherence were encouraged. These include the Asia Working
Group / Asia Regional Directorate, the practice of
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co-location, the establishment of unique positions, the use of information-sharing
networks, and an ongoing process of reassessment and change that continues at
this writing.

While certain aspects of the trajectory of capacity development in [JUCN in Asia
resemble that of many private transnational organisations, there is a uniqueness to
IUCN in Asia's management culture and commitment that defies quick
categorisation, and instead is best represented through the extended quotations
presented in this report.
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Capacity Insights

Building Capabilities for
Performance — The OECS/ESDU

Organising for Large Scale
System Change —the Case of

Networking Collaboratively — The

Brazilian Observatorio on The Growth of Capacity by IUCN in

Asia

Case

ENACT in Jamaica

Human Resources in Health

The ESDU case is an example of
organisational transformation, and
what it takes to get there.

The strategies used by ESDU
included: taking ownership of the
organisation; crafting its role and
contribution within the broader
system of environmental protection
in the eastern Caribbean; aligning
the direction and design of the
organisation; recruiting and
developing staff; creating a
collective, team-based approach to
its work; finding the right leadership
style; and learning how to learn
collectively.

Driven by strong leadership,
committed staff, and external
partners willing to give the
organisation space to develop, these
actions helped generate an upward
spiral of capabilities and
performance.

ENACT's capacity development
strategy combined four elements:
a process approach based on
responsive entrepreneurship,
working across a wide spectrum of
capacity development initiative,
working with a wide variety of
stakeholders and partners, and
working at a variety of levels.

The programme generated its
effectiveness by achieving ‘fit’ both
internally and with the conditions
and demands of the surrounding
environment.

The case illustrates how a donor
can play a facilitating role by
adopting a hands-off approach, and
by giving time and space to ENACT
and its partners to develop an
appropriate intervention strategy.

The case provides insights on the
capabilities needed to make a
network function. These included a
mix of technical, internal, external
and so-called ‘soft’, or generative
capabilities.

These capabilities emerged
incrementally with some having
their roots three to four decades
before the network was recognised
by law.

These capabilities were
progressively shaped, connected,
structured and nurtured. The
process was not orchestrated, but
accompanied, facilitated and
stimulated by a humber of
personalities from within Brazil as
well as from abroad.

The case also highlights the role of
motivation and group learning in
transforming capacity into
performance.

e This case offers an example of a

successful transnational nonprofit
organization in which a strong sense
of purpose and commitment unites
managers and staff across the region.

e Although complexity and dynamism

characterize the context in which they
work, a combination of specific
organizational characteristics and
ongoing management efforts have
allowed the IUCN to rapidly develop
capacity.

e Factors that have contributed include:

0 an interconnected process
of ongoing assessment and
change,

0 a strategy for change that
combines formal,
documented plans with a
parallel process of highly
flexible daily management
practice, and

0 strong leadership but also
capable ‘followership.’
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13. Strategic positioning and trade-related capacity development: The case of
CPTL and Russia

Membership in the World Trade Organization (WTO) has its privileges: increased and
more predictable access to international markets for domestic goods and services, a
dispute settlement mechanism to assist in resolving commercial conflicts, and
international recognition as a member of a key multilateral institution. WTO
membership also has its obligations: increased exposure of the domestic market to
international competition, government responsibility to implement and enforce
domestic economic reform commitments made at the negotiating table, and
government participation in the evolution of the WTO and its agreements.

Countries large and small consider membership in the World Trade Organization
(WTO) as part of a long-term strategy of domestic economic reform and greater
openness to the international economy. International donors, therefore, have an
interest in providing technical assistance because WTO membership promotes
economic reform and further engagement of these countries in the international
system. International donors also have an interest in providing long-term trade-
related capacity development (TRCD) assistance to equip local experts and
institutions with the knowledge and tools for effective implementation and
enforcement of WTO obligations.

The question from a capacity development perspective is: what is the best strategy
for combining short-term technical support and longer-term capacity development
assistance to promote a sustainable TRCD approach in a particular country? This
paper examines the effectiveness of a ten-year strategy adopted by the Canada-
based Centre for Trade Policy and Law (CTPL), the Canadian International
Development Agency (CIDA), the Russian government, and local partners to develop
a critical mass of experts within and outside government structures to support the
short- and long-term interests of Russia as a member of the WTO.

The case demonstrates that the linkages between strategic positioning, capabilities
development, and performance are clear, direct and mutually reinforcing. Strategic
positioning of a donor-sponsored effort, for example, provides programming space
and time for the internal capabilities of partner organisations to develop and take
advantage of donor interventions in the areas of training, technical support and
expert advice. As individual expertise and institutional capabilities develop, the
relative position of these experts and institutions in the market for trade-related
services improves and therefore helps to create the kinds of incentives that raise
productivity, efficiency and performance within partner organisations over time.

The case study was written by the programme director who approached the
assignment as a participant, observer and evaluator. The analysis is based on an
examination of the decisions made, interactions with and between different
organisations and individuals involved in the project, and extensive interviews with
key players.

14. Building the capacity for managing public sector reform: The Tanzania
experience

This case study is about how a country - Tanzania - went about building its capacity
to manage a complex process of institutional and organisational change. It is not
intended as an analysis of the outcomes and impacts of the overall Public Service
Reform Programme (PSRP). Instead, the case study concentrates on the topic of
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capacity development for change management within the public sector. The main
focus of analysis is thus on the work of the Public Service Management (PSM) unit
within the President's Office (PO-PSM) as a change manager within the public
service rather than the PSRP as a programme.

The Public Service Management (PO-PSM) unit initially functioned as a project
implementation unit set up to manage public service reform as a conventional aid
project. It was subsequently converted into an established part of government and
expanded in size. The reform process was carefully designed to balance this
connectedness with Government through tight connection to processes and networks
while providing operating space through some freedom of action.

The Government of Tanzania has been going through various stages of public sector
reform with the help of DFID, the World Bank and some other bilaterals, since the
early 1990s and is seen to have made more progress than many other countries. It
has also made genuine progress in building its own capacity to design and manage
reform. The case looks at how and why this has happened, with an emphasis on the
efforts of the Tanzanians involved. While the contributions of international funding
agencies such as DFID and the World Bank were crucial to the progress of the work
in terms of the provision of advice and financial support, they were not determinant.
Capacity emerges. It is not delivered or transferred. National participants make or
break capacity development in all cases.

In general, public service reform has more traction in Tanzania than in many other
countries. The actions of government officials have been broadly supportive and the
Tanzanian governing elite appears convinced about the need to embrace
globalisation as a key part of any national development strategy. In addition,
Tanzania has gone a considerable distance to depoliticise its policy making and to
create space for ministries and departments to craft and manage reform programmes
with politicians supplying general oversight.

The Government of Tanzania positioned the Public Service Reform Programme
(PSRP) in the mainstream of global public sector reform. In the late 1990s, the
Government, with enthusiastic international support, opted for the wholesale adoption
of a set of reform measures collectively known as the 'new public management’
(NPB), much of which was being applied internationally under the sponsorship of
agencies such as the World Bank and DFID. This preference for foreign models had
implications in terms of the transfer of organisational practices, absorptive capacity
and a heavy reliance on technical assistance.

15. The National Action Committee Western Cape (NACWC) and technical
education in South Africa

In the period 1994-6, a group of non-profit organisations with support from Danida
sought to introduce a ‘new institutional form’ or model for technical education that
would contribute to reforming the post Apartheid public sector of South Africa from
the outside. The failure of their attempts was largely related to their lack of
understanding of wider system constraints, particularly the capability and willingness
of the public sector to absorb changes in the short term. There was a dilemma of
balance and timing: not enough innovation leads to stagnation but too much scares
supporters.
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16. Local Government Support Programme: A case study of local government
capacity development in the Philippines

The Philippines has made significant progress in decentralisation and
democratisation over the past decade. Its devolution legislation and local government
system are frequently studied by other Asian countries as a model for
decentralisation. However, the process has not been without challenges. In 1991,
when the Local Government Code was enacted, few local governments had the
capacity to carry out their newly mandated functions. The national government and
local government officials themselves identified the urgent need for capacity
development and capacity development assistance for local government units. The
national government charged the Department of the Interior and Local Government
(DILG), with responsibility to develop the capacity of local governments and invited
donor assistance. Since 1991 many national government initiatives and donor-
assisted projects have supported local government capacity development with one of
the most successful being the Local Government Support Programme (LGSP), which
represents a long-term commitment on behalf of CIDA to support the Government of
the Philippines' decentralisation and poverty reduction strategies.

This case study explores capacity development and related performance
improvement within the context of local governance in the Philippines over a 13-year
period through the experience of the LGSP as well as the DILG which enjoyed
different but complementary mandates to support the decentralisation process. It
focuses on the development of 'local government units' (cities and municipalities) that
in the Philippine political structure are a second tier of government with specific
functions devolved to them by the central government, and examines the capacity
development strategies employed to accompany the process of their development.
The case describes the local government units and the enabling and regulatory
environment in which they function as a system that is evolving and becoming
stronger at the same time as the individual local government units are developing.
The concept of capacity development presented in the study is an open systems
model that considers capacity development as an ongoing process that in the case of
Philippine local governments has led to related improvements in local government
performance that in turn have resulted in better services and benefits to citizens.

The case suggests that given the political and social context conducive to devolution
and democratisation that existed in the Philippines after the fall of the Marcos regime,
and the enabling policy environment created by the enactment of the Local
Government Code in 1991, endogenous local government capacity development
began to occur. It also suggests that certain external interventions were very effective
in supporting and enhancing this endogenous local government capacity
development process because of the approaches and methodologies used.
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e This case illustrates how a strategic
management approach combined with a
focus on building a self-financing think
tank in Russia became the driving force
for change and capacity development.

e A strategic positioning or competitive
analysis approach provided the
appropriate incentives that supported
capacity development. It also promoted
the kind of organizational structure
required for partner institutions to survive
in the open market once external
interventions came to an end.

e Engaging local institutions from such a
business-oriented perspective helped to
develop the kind of culture and decision
making required to secure new clients,
put resources where they could be most
effectively used, and position these
organizations to adapt to changing
market and competitive conditions.

e The case demonstrates that the 'market’
for service providers working in the
capacity development 'business can be
segmented and differentiated according
to the kinds of services or projects being
demanded.

Tanzania’s approach to public
service reform is described as
planned comprehensiveness. It is
an ambitious government-wide
approach that does not rely much
on piloting or incrementalism, but
rather on transplantation of new
public management principles.

This approach may succeed in
Tanzania because of an unusual
combination of political support, low
levels of political conflict, some
skilled Tanzanian managers, an
absence of deep bureaucratic
resistance, some historical
resonance, funder patience and
some key domestic constituencies.

The role of the international funding
community was generally positive.
This is attributed to the rebuilding
of donor-country relations after
reaching a crisis point in the mid-
1990s, and to the fact that the
reform programme can be
characterised as one of low
politicisation and high strategy -
precisely the type of situation in
which international funding
agencies are most comfortable.

e Large-scale systems change (i.e.
changing the delivery of technical
education in South Africa) was
inherently intractable in the prevailing
complex political, technical,
institutional, cultural and financial
context.

e Capacity development is a political
process as much as it is an approach
to technical and organizational
improvement. In the NACWC case, a
historical perspective was key, as
was a cultural and social overview.

e Organizations can develop capacity if
they have the motivation, the
resources and the operating space to
do it. But there is a balance here. Too
little space leads organizations to be
disempowered and demotivated. Too
much and they become
unaccountable, unresponsive and
occasionally predatory.

e Timing mattered in the NACWC case.
Windows of opportunity opened and
shut. An intervention that might have
worked at a certain stage in the
evolution of a complex system may
fail at another.

e The case argues that
endogenous capacity
development happens where the
social, political and economic
context is conducive to change.
In this respect, timing is critical to
success and failure.

e |t argues that effective capacity
development is a function of the
relationship between internal
organisational features and the
features of the external
intervention.

e The case emphasises the
importance of effective design of
external CD support
programmes, as well as having
access to skilled local and
international staff.

e LGSP worked because it was
embedded within on-going local
government strengthening
efforts, it took a long term
perspective, and it used
approaches aimed at enhancing
endogenous processes rather
than introducing external
solutions.
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17. A Note on Capabilities that Contribute to the Success of Non-governmental
Organisations

Non-governmental organisations (NGOs) are increasingly important actors in the field
of development. They are diverse, in terms of their organisational form, structure and
culture, and the issues they address. Correspondingly, the capacities that NGOs
need in order to deliver on their mandate range across a broad spectrum. When
asked, NGOs themselves list an interesting set of capacities that they believe make
them sustainable and effective.

This paper is not based on a case study, but emerged from research undertaken as
part of a broader assessment of capacity development across a wide range of
contexts and organisations. It draws primarily from the experience of NGOs in the
South Asia region, i.e. medium-sized to large organizations and looks at NGOs from
the inside-out — the capacities that NGOs consider critical to their effective
functioning. Key among them is the capacity for survival or sustainability which a
group of NGO leaders from around the world listed as the top challenge among eight
faced by civil-society organisations. Also important were being donor savy, mapping
a growth path based on a vision of the future, building legitimacy, and acquiring the
trust of donors.

Capacity Insights

e The paper argues that context plays a significant role in shaping organisational
capacities. Successful organisations have an almost Darwinian ability to evolve
capacities that will best ensure their probability of achieving their high-end goals.

e The capabilities demonstrated by the leadership of an NGO are strong factors in
determining how successful it is. Successful NGOs and their leaders often mirror each
others’ personalities — a large number of instances demonstrate a correlation between a
strong visionary leader or group of leaders and successful organisation building.

e Capacity issues must be conceived of and addressed as a cyclical process rather than
linear cause and effect constructs. Clearly, as an NGO ‘delivers’, it earns trust, and as it
does so, that opens it up for more predictable funding and so on . Multiple strands
generate themselves and come together in virtuous cycles of capacity development that
gather speed as they go along.
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18. Capacity issues addressed in the case studies

Operating space

Resilience

Tine and Timing

Organisational learning

Demand and supply

Power and politics (political
economy)

Impact of global and
regional trends

Results / performance and
CD

Incentives and other forms
of motivation

Capacity assessment

Networks

Values and organisational
culture

Planning, control and
intentionality

Complexity and systems
thinking

Incremental and emergent
change

Leadership

External partners as
facilitators of change

Legitimacy and
accountability

Soft capabilities and second
order change

Hard capabilities and
tabgible assets

Strategic positioning

development programme,
Indonesia

SISDUK participatory

Rwanda Revenue Authority
Lacor Hospital, Uganda
PNG Health Sector

PNG Churches
Brazil COEP

Education Sector Ethiopia

Education Sector Pakistan
ESDU, East Caribbean
Jamaica ENACT

Observatorio, Brazil
IUCN in Asia

CPTL in Russia

Public Service Reform

Programme, Tanzania

NACWC, South Africa

Local Government Support

Programme, Philippines
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