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Foreword

Foreword

Institutional development constitutes a major concern of
Norwegian development cooperation. It refers to com-
plex goals and processes, often with few or imprecise
objectives, criteria and baseline data against which re-
sults can be measured. It 1s further difficult to 1solate and
determine the relative value of single interventions, and
the often turbulent societal context in which institutional
development takes place complicates accurate assess-
ments.

Complexity is however no excuse for shielding key
policy intentions from critical assessment, but is a time-
ly reminder for readers looking for easy answers. In this
study we have not sought to substitute the complex with
the trivial. Difficult questions are addressed and ex-
plored, but not necessarily confirmed and resolved. In-
stitutional development depends on an experimental and
learning based approach, and we hope that this study
can contribute to constructive learning and future 1m-
provements to policy and practice in Norwegian devel-
opment cooperation.

The Study was commissioned by the Royal Norwegian
Ministry of Foreign Affairs, and Erik Berg, Head, Pol-
icy, Planning and Evaluation Staff provided active sup-
port throughout the process. An Advisory Group con-
sisted of Elisabeth Jacobsen, Rolf Ree and Enk Berg
from the Ministry of Foreign Affairs and Lornts Fi-
nanger and Reidun Roald from NORAD.

Centre for Partnership in Development (DiS) with sup-
port from Nordic Consulting Group (NCG) adminis-
tered the Study, convened three workshops, and coor-
dinated and synthesised findings from four sub-studies.

This Report is written by Stein-Erik Kruse (DiS) with
inputs from Erik Magnus Sther (DiS), Michael Fergus
and Arne Disch (NCG) and with comments from all
Team leaders. Per Dalin (IMTEC) provided valuable
comments during the process and also to this Report.

STRUCTURE OF THE REPORT

Part I presents the background, purpose and design of
the study. It explains the rediscovery of institutions in
development, how this is reflected in Norwegian aid
policies and the transition from using individual ad-
visers towards institutional cooperation. Then the con-
cept of institutional development is defined, embracing
five levels: individual, organisational, network, sectoral
and national. The first two of these levels involve hu-
man resource development (HRD) and organisational
development (OD) respectively, while the last three all
entail some form of broader system development.

Part 11 discusses the hypotheses and findings of the
Study in terms of five basic elements:

e Concepts and Intentions — how policies and strate-
oies are perceived.

e Strategies and Actions — how objectives are oper-
ationalised.

e Relevance and Outcomes — what results can be
traced.

e Explanations — what factors promote or impede
institutional development.

e Comparisons — how experiences compare across
countries and channels.

The Report is rounded off by Part III on Findings and
Recommendations from all the studies and serves also
as the summary of the entire process.

The Annexes provide further insight into Norwegian
policies on institutional development in Norway, pre-
sent basic OECD statistics on the funding of institution-
al development, brief summaries of the sub-studies, as
well as a bibliography.



Table of Contents

Table of Contents

B o i e e e s e s e s

b B RIS v R R R S TR A

0 L= 5 (=) AT TSRO

Part I: Framework and Issues in Institutional Development

1

1.1
1.2
1.3
1.4
1.4.1
1.4.2
1.4.3

2.1
2.1.1
2.1.2
2.2
2.3
2.3.1
232
23.3
234
24

Background and Purpose ..
Introduction ............

Objectives for the Study

Channels, Studies and Cases ettt eeteetammnaaeeennnaeraeeeamnneeeeeenariersrans

The Study Process and Methods .........cccccceviinnenne,
The Selection of Cases .......

Methodological Opportunities and Cunstramts

Common Framework and Joint Workshops .....

Conceptual Framework and Questions .........ccccoeevirivvreinnen,

What 1s Institutional Development? Levels and Dimensions

A Multi-Dimensional Model of Institutional Development ..

lllllllllllllllllllllll

Institutional COOPEIrAtION .....cceiiireerinriirreeiissessineesseeeessessmnseesnnsesssressrsessessssssnses
AT I L TSN oot A v AN S04 L

Study Perspectives .......evivenns

Institutional Change 1n a Southern Perspective .......ccceeveeeecieiivienrienrvennns
Fiam Micro- 10 MacTo-PeiSPELIIVES. cessssassrioismmiiaiiomsasicr i
From Individual Advisers to Institutional Cooperation ..........occcveevveee.
Comparing different SECLOTS ...cocoocviiiiieeie e eeee e rereees e s rre s s e s ssesnsesnees

Study Questions and Hypotheses ........

Part 1I: Discussion of Hypotheses and Findings ...........ccccoooiiiiiiiciecccecnennn,

3

3.1
D
3.3
3.4

4.1
4.2
4.3
4.4
4.5

3.1
5.2
5.3

Concepts and Intentions ..............cccccvevene.
The Five Key Elements .........ccoooeeeececiecerie e

Institutional Development — A new PTiOTItY ......occovvviimiierecieeeeeecceesessecrenis

What is Institutional Development? ...
Institutional Development — A Donor Inv-::ntmnr?

Strategies and Actions .. R
A Means to an End, a Pmce% or an End n Itsf.lf”?'

Organisational Support — Not Institutional Develﬂpment

Hard or Soft Institutional Development? ........cococvvvvveeerannnn

Changing Central Policies, but not Local Realmﬂs" e R R A
Changing Valnesand INCERLIVER iy diiiiniisiimamnbisiionstiassnrs symmmsaoasansns

Relevance and Outcomes ....ooooeeeeeeniiieniiiiieereiiiienns

Monitoring and Evaluation: How do We knuw the Rasu]ts’
Achievements at Lower or Higher Levels? ............ccvenen....

lllllllllllllllllllllll

Relevance and Macro-1evel OULCOIMIES oot oo ee e e e e s e

13

13
13
13
14
15
15
15
15

17
17
17
19
19
20
20
20
20
21
21

22

22
22
22
24
26

27
27
28
29
30
30

31
31
32
33



Table of Contents

5.4 De:Objectives Makea Dilference? iimmiaansasinmnaamnaiavasig 34
5D Whose Results Count? ....ooovviiiimmies i ssssssissssssss s snasssssssanaassasss 34
5.6 NPT IVIDTIRNT v miomorsnnicmcus s o sason oo s o o S S A B 35
5.7 Continuation angd Sustainability e s s m s s 36

6 EXDEATGIOTIS. csvsisnsmonsisoiomssomesmerss v susssoxsossnsnsarmsssasns sy Eest AR SR E R m ey 36
6.1 Cooperation hdSﬂd on Southsrn DEI’]‘IHT‘[E]S and INitAtives ......cc.ceeeveiiin 37
0.2 The Role of Individuals: o ciniasnnimssiauiiu i svsssrisavat dis s it 37
6.3 Blueprint or Emergent Approaches .......ecsmmssessmsessmsassemssnssanssssessasss 38
6.4 Cultural Training and Contextual Knowledge ... 38
6.5 Gender DIl erenees i i e i s ey s S S 39
6.6 The Role of Strong OrganiSations .......coveeicemnmieriisiisisissssisses s e 40
6.7 COREXAUAL FACTDNS vnvisssvinvnumonn s s s s anassin s s a s T Ha 8P KR Rk 40
6.8 Role of the Donor . e A 40)
6.9 Sector Studies and Drgamsstmndl Assessments 42

T CompariSons iaissiiiimmiiiims i st 42
il Norwegian Experience in an International Perspective ...........coceiviicnnnenns 42
7.2 Similarities and Differences between Channels ...........cooninnii.. 43

Part III: Findings and Recommendations ..., 45
8 MaJor FIBAINES it innisionmiiom s ssmms i i e s e s 45

9 §ELL Tt o110 E LA L7 R D O — 47
9.1 Recommendations to the Mlmstry sf Fsrslgn Psffalrs 47
9.2 Recommendations 1o NORAD ........ccciemieieiimssiiiiiiimmamnsissessisasesrarssses 48
9.3 Recommendations to Norwegian Organisations .......e.oveeeoemserscessmesessessens 49

Anriex. 1: List-of Commen HYpotheses i ascsaniiinmmiginmiaiscmmitangs 51
Annex 2: Profiles of Sub-Studies .. 53
Annex 3: Norwegian Policies on Instltutmnsl EeNEIOOHHEE v oscamammnisseomarany 62
Annex 4: Institutional Development StatiStICS ..iuieemmceririiiiniiiinieisras 70

Avinex 5t PADHOOPAINY onevoimsmmsmmme s ssaspmmresmseosssonssssssasseansassassnsssrrssashsting 7



Overview

OVERVIEW

The Rediscovery of Institutions in Development

What factors explain and promote economic growth and
development in Third World countries? Researchers
and development agencies have searched for explana-
tions and continually introduced new approaches and
prescriptions for development cooperation. But still we
do not have all the keys to understand why some coun-
tries prosper while others do not. Development is funda-
mentally about improving people’s lives and should in
principle only be a matter of applying the right ideas,
relevant technical expertise and sufficient financial re-
sources. But experience paints a much more complex
picture and results have so far been meagre.

Access to natural resources — land and minerals — was at
one time considered to be the critical prerequisite for
development. Gradually thinking changed, and physical
capital — infrastructure, machines and equipment — was
held to be the key. Other factors, such as human re-
sources and their potential to increase the speed of de-
velopment later attracted much attention. In the 1980s
strongly influenced by the World Bank and IMF, focus
shifted to the role of sound policies in explaining coun-
tries differential growth. Since the state was unable to
deliver on its promises, and state-dominated develop-
ment strategies had failed, the logical end point seemed
to be a mimimalist state doing no harm, but not much
good either.

More recently the pendulum has swung back — to the
quality and effectiveness of a country’s organisations
and institutions and in particular to the capability of the
state. Knowledge of the role of institutions 1s not new,
but its rediscovery in leading economic circles shows
that the hegemony of neo-liberalism has passed its peak.
The World Bank devotes the major part of its Annual
Report 1997 «The State in a Changing World» to such
1ssues, and states firmly that:

«this extreme view {of the minimalist state) is at odds
with the evidence of the world's development success
stories... which shows that development requires an
effective state, one that plays a catalytic, factlitating

' At the start of this decade, economic historians, including Nobel
laureate Douglass North who had demonstrated the central im-

portance of institutions in explaining past economic perform-
ance, began to turn to today's economic development efforts.

role, encouraging and complementing the activities of
the private businesses and individuals. Certainly
state-dominated development has failed. But so has
stateless development... Without an effective state,

sustainable development, both economic and social,
is impossible. The state is central to economic and
social development. »

The debate on state-market relations has come full circle
with theoretical support to the role of the state from new
institutional approaches in economic theory (North,
1990)." A key message 1s that development is not just
about the right economic and technical inputs to a free
market of individual actors, but also about the under-
lying institutional environment: the rules, regulations,
customs, ideologies and norms that determine «the rules
of the game» and consequently the effectiveness of the
market. Markets and governments are complementary:
the state 1s essential for putting in place the appropriate
institutional foundations for markets.

The formal rules, along with the informal values in
society, are the institutions that mediate and shape hu-
man and organisational behaviour. It 1s important to
note that this concept of institutions 1s very different
from the traditional focus on provision of skills, equip-
ment and resources to individual organisations. The em-
phasis 1s on the external environment, pressures and
incentives guiding individual and organmisational per-
formance.

While much of this material remains safely in the aca-
demic domains, several insights and perspectives have
been applied to issues of direct relevance to internation-
al development. There is a strong link between institu-
tional development and sustainability. Progress towards
sustained and self-reliant development depends on the
strength and quality of a country’s institutional capacity.
This 15 because soclo-economic progress requires peo-
ple to coordinate their behaviour, which in turn requires
institutions that provide incentives to cooperate, and
organisations that bring people together for concerted
action. An aid activity is not successful unless it takes
into account the mstitutional environment and strength-
ens institutional and organisational capacities.

At the level of programmes and projects, 1t has become
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increasingly clear that many of the real problems linked
to development aid lay not so much in intent and thrust,
as in execution. And these problems are often orga-
nisational and managerial — rooted in difficulties experi-
enced by local institutions in getting things done, thus
representing a major bottleneck for economic growth
and development (Berg, 1993). What is still weak or
missing in many developing countries is the institutional
infrastructure that can carry out the difficult task of
converting policies into services and value for its citi-
zens, and the commitment to changes which will make
Institutions work.

The current move towards programme assistance and
sector wide approaches has also spurred renewed in-
terest in institutional issues since such programmes de-
pend on the quality and functioning of national institu-
tions, and is as such closely linked to the discussion of
reforms and changes in the public sector.

Perspectives on Institutional Development

The discussion of the purpose for institutional devel-
opment among aid agencies have sought to address and
balance four perspectives:

e increasing the effectiveness of programme imple-
mentation,

e strengthening the capacity of organisations and in-
stitutions in developing countries to take the re-
sponsibility for their own development,

e restructuring the public sector as a result of politi-
cal and economic conditions,

e addressing the formal and informal policies, rules
and regulations, cultural norms and values in
society.

The first perspective is the most technical where in-
stitutional development is perceived in terms of social

2 Institutional economists have also provided interesting insights
into how moral norms and social values explain the viability and
efficiency of the market system (Platteau, 1994). The first argu-
ment is that private and public order institutions are needed to
ereate order in the market. In particular the state has a critical
role to play which goes far beyond that of establishing or streng-
thening mechanisms for control of fraud and deceit. The second
arrument is that moral norms sustain honest behaviour by gener-
ating trust and the right kind of preferences. As such norms can
act as a substitute for state-engineered rules and control. With
reference to Third World countries it is argued that economic
development is especially difficult in countries where norms of
limited-group morality prevail and do not give way to general-
ised morality,

engineering relevant for improved programme delivery.
The second perspective is primarily organisational with
the aim of building institutional capacity as a prereq-
uisite for national execution of programmes and self-
reliance.

The third perspective views institutional development
also in political terms, and illustrates that the process is
neither neutral nor apolitical. When institutional devel-
opment is placed in the context of public sector restruc-
turing, it becomes closely linked to national political
processes (Engberg Pedersen, 1997). Institutional devel-
opment is inherently as political as it is technical in
nature. The institutional structure of a country or Gov-
ernment reflects the existing relations and distribution of
power and resources. Problems and low performance
are not only caused by lack of resources or knowledge,
but by political conflicts and eften an institutional crisis
where the legitimacy and support of public and private
institutions are questioned or undermined.

The fourth perspective 1s the most complex since 1n-
stitutional development is here rendered inseparable
from cultural development. Following a sociological
definition an institution is a societally valued and sanc-
tioned norm of conduct or rule of the game that guides
and constrains individual and group behaviour. Thus,
private property or kinship obligations would qualify as
institutions. In this sense, it is not possible to think of
developing institutions without attendant cultural
changes (Hirschmann, 1993).

Institutional Development and Norwegian
Development Cooperation

The broad idea of institutional development has gained
new importance in the 1990s in both Norwegian and
international development cooperation which has to do
with the growing realisation of the role of institutions
and organisations in the development process. In Nor-
way the idea focuses, in particular, on the ability and
capacity of developing countries to design and imple-
ment their own policies through the growth and nurtur-
ing of effective organisations and institutional frame-
works in the public, private and civil sectors.
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«Measures to strengthen important social in-
stitutions and organisations will be key areas
of long-term cooperation. Institutional and hu-
man resource development will therefore be
given greater emphasis as priority areas. In
this connection, the Government considers it
important to provide the best possible condi-
tions for participation by a broad range of
Norwegian expertise and institutions. Cooper-
ation will not be limited to strengthening pub-
lic institutions, but will also include institu-
tions in business and civil society. »

(White Paper No.19 to Stortinget [995-96,
p.d2—43)

Norwegian policies provide a broad framework and un-
derstanding of institutional development. The concept
in its current form has not been around for very long in
Norwegian development cooperation. Through the
White Papers No.19 (1995-96) and No. 51 (1991-92)
and NORAD’s new strategy (1990a and 1992) the Nor-
wegian Governments has strongly emphasised institu-
tional development.® Sustainable development 1s said to
depend on the initiative and responsibility of viable
public and private institutions in developing countries.
Institutional strengthening or capacity building for sus-
tainable development has thus become a cornerstone
and important rationale for Norway’s involvement in
international development cooperation.

This priority is increasingly reflected in Norwegian bi-
lateral aid — in overall policy and programme docu-
ments, resulting in new country strategies and initia-
tives, alternative approaches to technical cooperation
and modes of implementation.

Although 1nstitutional development efforts do date back
three decades, the official shift in policy took place from
1993 with the establishment of the so-called «Norway
axis» — linking institutions in the South and like-minded
institutions in Norway. While institutional development
is seen as the goal, institutional cooperation between
public, cultural and research institutions, private compa-
nies and non-governmental organisations 1s the means.
There are also other ways to reach the same goal, but it
is assumed that these types of collaborative arrange-

ments have advantages over other forms of technical
cooperation (NORAD, Annual Report 1996).

1

Norwegman policies on institutional development is presented
and discussed in more detail in Annex 3.

«NORAD must actively encourage participa-
tion on the part of Norwegian organisational
and institutional life in development work. By
means of active participation en the part of
Norwegian organisations and institutions,
NORAD will be able to draw upon compe-
tence, capacities and resources which we
would otherwise not have access to. Through
increased external participation, Norwegian
society and public opinion in general will be
enabled to identify themselves more strongly
with, and show greater appreciation of, Nor-
wegian development cooperation and the
challenges and problems which this entails. »

(NORAD, Strategies for Development Cooper-
ation 1990).)

Rethinking Technical Cooperation

The new policy and NORAD strategy was also based on
a critical rethinking of previous modes of technical
cooperation and sought to provide a more institutional
approach (Berg, 1998). NORAD decided in 1993 to
reduce the recruitment of individual Norwegian long-
term experts to work in partner countries, due to the
meagre results in knowledge transfer and experience of
poor integration of aid efforts into national institutions.
The principal conclusion in the Nordic evaluation of
technical assistance from 1988 was that technical assist-
ance personnel were usually highly effective in oper-
ational positions, but much less so in transferring skills
and in contributing to institutional development (Forss

et al., 1988).

The traditional technical assistance was also strongly
criticised by development countries as ineffective in
building institutions or creating capacity, as too costly at
both macro and micro levels, as donor driven, distorting
national labour markets (Berg, 1998) and ignoring the
fact that the level of skills, knowledge and confidence
among educated citizens in developing countries has
changed dramatically. The challenges of the 90s are
different from the needs of the 70s and 80s which should
be reflected and result in new modes of technical coop-
eration.

Professional expertise from Norway was however still
required and in the early 90s a strong political motiva-
tion existed to utilise Norwegian expertise and institu-
tions more extensively in development aid. With active
support from NORAD’s previous Director General the
agency changed its approach to technical cooperation
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and started to recruit Norwegian institutions to enter into
cooperation with similar organisations in partner coun-
tries. For the public sector, recruitment has been based
on the identification of twinning partners in health, fish-
eries, petroleum, etc., and the number of collaborative
contracts with NORAD funding has increased steadily.

The following figures illustrate the significant changes:

e The number of Norwegian long term experts has
been reduced from 250 in 1985 to 50 in 1993.

e 35 public institutions are currently involved in over
100 institutional development projects.

e  More than 80 non-governmental organisations sup-
port approximately 1000 large and small projects
on three continents.

e 80 Norwegian private companies interact with an
increasing number of companies in the South.

Twinning provides the recipient with a broad range of
services through a Norwegian sister-institution which
has a comparable institutional mandate, and the cooper-
ation normally contains both learning in technical areas,
as well as management and institutional 1ssues.

Twinning principles also apply to the private sector
where Norwegian commercial enterprises possess ex-
pertise and capital to be used in joint ventures. Norwe-
gian non-governmental organisations (NGOs) increas-
ingly define themselves as partner-organisations where
collaboration with and strengthening of like-minded
Southern partners are equally or more important than
delivering social services and implementing particular
programmes.

Challenges for the Future

This Overview seeks not to summarise the entire Re-
port, but highlight some issues and challenges for future
Norwegian development cooperation.

* The Need to Clarify Aims and Strategies

All studies confirm that significant reforms were in-
troduced in Norwegian aid policies in the early 90s. We
have identified a discernible increase in number of Nor-
wegian organisations and levels of funding to institu-
tional cooperation and institutional development. Strong
commitment and broad support to the reforms were
found in all sectors even if the knowledge and aware-
ness were diluted and decreased proportionally with
distance to NORAD’s central offices.

But the concept of institutional development is still
overused and underdefined. Policy changes are well
explained and justified, but the suggested options are
not sufficiently clear or defined. A mixed terminology is
in use in all channels where similar terms have multiple
meanings and few operational objectives allow the orga-
nisations to target effectively institutional development.

The suggested solution i1s not a simple formula which
can easily be operationalised and solve the conceptual
problem once and for all. There are no blueprints avail-
able for successful institutional development and exper-
imentation with alternative models is encouraged. But a
common point of reference and operational strategy are
required to guide the process in order to avoid a sit-
uation where all organisations have their «private» defi-
nitions, or only put new labels on ongoing programmes
to prove that they are working in line with new strate-
gies.

The Synthesis concludes that the vision and overall
objectives point in the right direction, but that NORAD
still lacks an operational strategy or a «policy of the
middle range». The organisations need also to focus
attention on strengthening their own capacity and com-
petence and improving the quality of internal policies
and practice.

* Institutional Development is more than
Organisational Development: The Search for a
Holistic Approach

Institutional development is too one-dimensional and
tends in all sectors to be equated with human resources
development (education and training) and provision of
equipment and infrastructure. It does not sufficiently
address the systemic aspects which goes beyond the
strengthening of individual organisations: formation of
organisational linkages, reforms in the specific sector
environment and the broader societal context. There 1s
increasing awareness that institutional development
goes beyond competence-building and organisational
strengthening, but few cases address the system level
effectively. The Norwegian organisations are not well
equipped for such issues and Southern partners seem not
to welcome the broader system perspectives of institu-
tional development.

Planning of holistic institutional development needs to
include and address all levels of interventions: individu-
al, organisation and system levels, and the donor needs
to carefully consider the strategic choice of what levels
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of intervention Norwegian aid could and should sup-
port.

* Confusion of Aims and Strategies

Is institutional cooperation a means or an aim? Does
cooperation between Northern and Southern institutions
represent a value in itself or is it merely a tool to reach
other aims, like institutional development? And what
kind of connection exists between institutional cooper-
ation and institutional development? Does the first nec-
essarily lead to the latter or what are the conditions for a
positive correlation?

The studies found considerable unclearity and confusion
of concepts. The study defined institutional develop-
ment as «a process by which individuals, organisations
and institutions increase their abilities and perform-
ance» and institutional cooperation as a strategy «io
achieve capacity strengthening in one or both orga-
nisations». The use of «twinning» and active involve-
ment of Norwegian organisations are considered as one
option for providing technical assistance.

A key message from the studies is that institutional
cooperation should be seen as a means to an end and
chosen among alternative options, if found to be the
most effective and efficient response to the problem or
task at hand. Norwegian institutions should be involved,
provided that they have the required skills and capacity
to work in developing countries, and not based on a
principle or a right for those organisations to channel
and administer Norwegian aid.

It 1s implied that the quality of Norwegian institutions
vary a great deal. Several of the public and private
institutions are professionals in their own fields, but not
necessarily development agencies with knowledge and
technology for problem solving in less-developed coun-
tries. Neither are they obvious or exclusive partners for
NORAD - even if some of them are.

There is neither any intrinsic correlation between in-
stitutional cooperation and institutional development.
The first may lead to the latter, but only on certain
conditions. If twinning does not provide the answer in a
particular programme, NORAD should in an active and
pragmatic manner search for other options.

* Unexplored Opportunities

New policies have led to more than symbolic changes,
but the realities of programmes tend to remain unaffect-

ed or encounter problems in accommodating new ap-
proaches. Institutional cooperation provides Norwegian
organisations with new professional challenges 1n areas
of organisational and institutional development, but
those opportunities are not adequately addressed or ex-
plored. The organisations follow traditional patterns of
knowledge- and technology transfer and seem not suffi-
ciently equipped to deal with complex organisational
and institutional issues.

* Dilemmas of Recipient Responsibility Should be
Addressed

Few bilateral agencies have emphasised the principle of
recipient responsibility as forcibly as NORAD has. In
line with such an overall principle, Southern partners
should not be restricted to seek services and advice only
through Norwegian partners. Institutional cooperation
increases the degree of tied aid. Alternative ways of
providing technical assistance should be encouraged in
addition to twinning. There are examples of Norwegian
organisations which have more recently entered the de-
velopment scene shielded by preferential treatment from
the Norway axis.

On the other hand Norwegian organisations should be
optimally used given their actual comparative advantag-
es. The study of Unmiversity collaboration in Tanzania
illustrates the other side of the dilemma when a recipient
institution over time minimises the involvement of a
former Norwegian counterpart to such an extent that 1t
could be soon left out — in the name of recipient respon-
sibility.

* The Need for an Active and Responsible Donor

All studies discuss the role of NORAD and the donor is
found to be important for making institutional devel-
opment succeed. There are cases where NORAD played
an important role to create necessary changes in ongo-
ing programmes and facilitate new institutional pro-
grammes. On the contrary there are cases where NO-
RAD was not or only marginally involved in the plan-
ning process, and institutional components ignored or
weakly developed.

The critical variable is, however, not more or less in-
volvement, but what strategic roles the donor should
play. A major conclusion is that NORAD should not
reduce its role to become a financier or bureaucratic
controller only, but take active part in a professional
dialogue and consultation with the partner — raise rele-
vant questions and safeguard the institutional concerns.
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(Overview

Institutional development 1s a complex phenomenon
which does not happen «by default», but requires sys-
tematic preparation, clear policy guidance and some-
times the function of a «watchdog». The principle of
recipient responsibility does not exclude the donor from
taking an active responsibility and make strategic inputs
at critical junctures in the programme cycle, as long as
the final decisions and implementation rest with the
recipients, Non-involvement should not be identified
with recipient responsibility.

* Need for Systematic Analysis and Preparation

Sector studies and initial assessment of institutional 1s-
sues were missing in all channels, and programmes
suffered from weak links between analysis and action.
Before institutional development and for instance public
sector reforms are carried out, it I1s necessary to study
and understand the current logic and functioning of
organisations and institutions. Proper institutional diag-
nosis must precede institutional prescriptions. It 1s 1m-
portant to both nurture existing institutional capacity
and suggest reforms and changes when such are re-
quired.

* Measurement of Institutional Development
Impact

All studies confirm that systems for monitoring and
evaluating changes in institutional development are not
in place, and that there are few appropriate methods to
evaluate processes, effects and impact. Activities at the
level of human resources and competence building are
often found to be successful in achieving short term
objectives, but there is a lack of data and information on
effects and impact at organisational and institutional
levels.

There are also few efforts to discuss and evaluate the
potential links between institutional development and
overall Norwegian development objectives, like poverty
reduction, gender, environment, etc. It 1s important to
emphasise that institutional development is not an end
in itself, but should contribute to long term social and
economic development. There are threads between in-

stitutional development efforts and such long term
goals, but they are often weak, confounded by other
external factors, and traditional evaluation methods are
not suited to measure their strength and direction. Huge
resources are currently invested in various forms of
capacity building which will necessitate innovative
evaluation methods and more information on effects and
impact.

* Institutional Change in a Southern perspective:
Does Culture Matter?

A key concern in all studies was to understand and
assess institutional change in a Southern perspective.
How do organisations and institutions in the South un-
derstand and perceive the new institutional strategies
promoted by Northern donors? National consultants
were included in all studies and special efforts were
made to document the opinions of Southern stakehold-
ers.

At a general level we found no major cultural conflicts
and differences in the case studies. Institutional devel-
opment efforts do not contradict policies and interests
among Southern partners. Initiatives for institutional de-
velopment came as frequently from Southern organisa-
tions as from Norwegian. An no alternative organisa-
tional models or options were suggested from Southern
partners. But their major concerns were at the level of
human and organisational development and not broader
system development which was considered as too «po-
litical».

But what is the relation between culture and institutional
development beyond the more pragmatic aspects we
have discussed in this report? What kinds of institutions
are suitable and relevant to development in different
cultures? The basic question remains: Are we transfer-
ring our «ideas» on what it takes to make organisations
and systems work without adapting them to culture-
specific contexts? Most agencies are paying lip-service
to the importance of «culture», but in reality cultural
aspects are not well integrated.



Part I: Framewaork and Issues

I3

Part I: Framework and Issues in Institutional Development

1 BACKGROUND AND PURPOSE

1.1 Introduction

Early in 1997 the Ministry of Foreign Affairs initiated a
comprehensive study of institutional development 1n
Norwegian bilateral assistance. The study was to exam-
ine experience relating to three channels used by NO-
RAD: the public sector, private commercial firms and
non-governmental organisations.

Centre for Partnership in Development (DiS) with sup-
port from Nordic Consulting Group (NCG) was request-
ed to prepare a joint plan for four sub-studies, recruit
teams, coordinate the implementation of the study proc-
ess, and prepare a Synthesis Report for the entire Study.
Four sub-studies were carried out and are presented in
separate reports.

In this Synthesis Report findings and conclusions are
briefly summarised, while the major part addresses key
cross-cutting questions and hypotheses common to all
studies. This is partly in order to present findings from
each study and partly to compare experience across
sectors.

This Part starts by explaining the background and pur-
pose of the study and providing the conceptual frame-
work for analysing institutional development. Then core
questions and hypotheses are discussed more in-depth in
Part III, and the Report concludes with a chapter on
main findings and recommendations. The Annexes pro-
vide further insight into Norwegian policies on institu-
tional development in Norway, present basic OECD
statistics on the funding of institutional development,
brief summaries of the sub-studies, as well as a bibli-
ography.

1.2 Objectives for the Study

The Ministry of Foreign Affairs decided to imitiate this
study in order to gather experience from institutional
development efforts pursued within the various chan-
nels of Norwegian bilateral assistance. It was thought to
be too early to make a total evaluation, but of critical

*  The Sokoine-Norwegian Agricultural University case was origi-
nally intended as an evaluation of a specific programme, but was
later included in this study with a twin purpose.

importance at this stage to summarise and analyse in-
tentions, and to review how the new Norwegian ap-
proach was perceived, and translated into practice, and
to evaluate the experience and outcomes so far of a
selected group of programmes and projects. A critical
reflection on policies and practices should, at this point
in time, contribute constructively to the improvement of
future action.

In the Inception Report the overall objectives for the

Study were formulated as:

a) toexamine and compare institutional development
strategies, experience and outcomes within chan-
nels for Norwegian bilateral aid,

b) to increase the understanding of which factors in-
fluence and contribute to institutional develop-
ment, and how public and private organisations in
the South change and interact within this context,

c) to contribute towards revising strategies for im-
proved institutional development.

It was further emphasised that the Study should pursue
three streams: Firstly, to review the institutional devel-
opment strategies and experience 1n the three channels
of Norwegian bilateral assistance, also drawing on in-
ternational experiences and literature.

Secondly, 1t was to pursue a Southern perspective in the
assessment of Norwegian efforts, and to increase the
understanding of how Southern institutions perceive
Norwegian cooperative initiatives and respond to in-
stitutional development efforts.

Thirdly, to place the discussion of organisational and
institutional development in the context of overriding
objectives for Norwegian bilateral assistance and over-
all macro-economic issues.

It was designed primarily as a thematic study on in-
stitutional development and institutional cooperation,
and not as a group of country studies or evaluations of
specific programmes.”

Each sub-study would result in stand-alone reports,
but should also address a set of core questions and
hypotheses relevant to all channels so as to provide a
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basis for comparative analysis. In order to strengthen 1.3 Channels, Studies and Cases

the thematic and learning-oriented focus, the studies Despite the comprehensive approach it became evident
should also look in-depth at interesting and promising that all the strategies that NORAD currently employs to
cases rather than trying to cover a wide range of cases support institutional development could not be covered.
within each channel. The selection of channels, countries and cases is pre-

sented in the following chart:

Recipient Country

Norwegian Channels _ :
Public Commercial NGOs

Institutions Companies

e Fisheries and oil
in Namibia and

N Puhli.t: .ﬁ:ectf}r | Mozambique
0 (Public institutions) ! :
R o Higher education
A in Tanzania
D
Private e Dyno in Indonesia
_ Companies e TANELEC in Tanzania
Private e Tanesco in Tanzania
sector
Private e Surveying and map-making in In-
consulting donesia
firms e Physical planning and institutional
building in Palestine
e Consulting services in Tanzania
Civil sector  Redd Barna, FORUT, Devel-
(NGOs) opment
Fund in Sr1 Lanka
e Redd Barna, Red Craoss, in

Zimbabwe and Mozambique.
NPA in Zimbabwe.

Table 1.1 Bilateral Aid Channels

INORAD uses and channels support through: a) Norwegian companies which are involved 1n

e Norwegian public institutions and their twinning providing goods and services to both the pub-
arrangements with similar institutions in the South. lic and private sector in developing countries,

e The private for-profit sector has two sub-sec- foreign direct investments and joint ventures,
tors: and

b) Norwegian consulting firms which manage
specific programmes or projects.
e Norwegian NGOs and their southern counter-

P The most important feature of the diagram is the distinction

between the three sectors in Norway since we will study and pans_f

compare the characteristics of the three channels as instruments

for pursuing similar institutional development objectives. On the There is a Iﬂrge number of Urg&nisatiﬂns involved and a
recipient side the distinctions are blurred. Public institutions broad range of activities going on within each of these

work with their public counterparts. Private companies and con- 2 % i ;
: P . Sl — _— channels. It was decided that five sub-studies (covering
sulting groups work with both public and private organisations,

NGOs collaborate mainly with NGO, but sometimes with public a number of cases in selected countries) could best cover
institutions. the field. There were two on the public sector, two on
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the private sector (later combined) and one the civil
sector. This resulted in the four sub-study reports re-
ferred to in the Foreword.

1.4 The Study Process and Methods

1.4.1 The Selection of Cases

The learning oriented thrust of the studies led to a delib-
erate search for information-rich cases which could po-
tentially illustrate important dilemmas, best practices
and future opportunities. The criteria adhered to and
processes followed in selecting cases and countries were
as follows:

The first step was a series of meetings starting with the
Institutional Adviser in the Human Resources and In-
stitutional Development Section in NORAD's Tech-
nical Department, followed by the Economic Devel-
opment Section and the Department for Non-Govern-
mental Organisations, the Department for Industrial
Cooperation and the Sections for Asia, Latin-America
and Southern Africa in the Regional Department.

In these meetings promising and information-rich cases
were searched for — in particular cases where institution-
al development had been formulated as an objective and
had been running for some years.

If possible there were to be cases from both African and
Asian countries in the NGO and Private Sector Studies,
and variation in the selected sample, e.g. Norconsult
should not be the sole consulting company to be in-
cluded, On the other hand we were interested to com-
pare the same actors working in several countries and
different actors working in the same country context.
The selection of public agencies in the oil and fisheries
sectors in Mozambique and Namibia provided opportu-
nities for such comparisons. There was also a need to
balance «hard» and «soft» sectors. Thus, the public
channel has cases from higher education, fisheries and
oil.

Given the complexity of the Study and the limited time
available, the organisation’s willingness to participate in
the studies were considered important. The NGO team

5 The countries suggested were Namibia, Mozambique and Tan-
zania for the public channel, Ethiopia/Eritrea, Mozambique,
Zimbabwe, Sri Lanka and Bangladesh for the NGO channel and
Tanzania, Zambia, Nepal, Palestine and Indonesia for the private
sector channel.

emphasised in particular the participatory character of
the Study, and cases were selected after surveying the
Norwegian organisations and confirmed only after the
Southern counterparts agreed to participate. In the pub-
lic channel, contacts were established with the Directo-
rates at an early stage. Other criteria and concerns ap-
plied were the size of the projects which represented
priority areas in Norwegian bilateral aid policy.

On this basis 3 — 5 countries were selected from each
channel and a list of potential cases prepared for each
country.® Key staff members in NORAD and MFA
commented on the lists and verified the relevance of
suggested cases. Criteria for selection and lists of cases
were included in Terms of Reference for each Study and
tendering consultants invited to comment on the cases
and to propose alternatives, if required. When the Terms
of Reference were discussed in the Advisory Group, it
was decided to go for a third round of discussion of
cases. A brief presentation of the Study with the agreed
criteria for case selections and the suggested countries
and cases were distributed to all relevant Sections and
Departments in NORAD and the MFA. The response
was however limited and it was decided to continue
with the initial cases. All consultants able to tender were
kept informed during this process.

1.4.2 Methodological opportunities and constraints

Surveys covering broad representative samples of Nor-
wegian organisations were carried out initially in order
to provide an overview of activities in each channel. The
survey phase also included interviews, seminars and
meetings with a large number of Norwegian organisa-
tions.” In each channel the consultants were also re-
quested to review and briefly summarise the «state of
the art» 1n institutional development drawing on and
making comparisons with available international litera-
ture.

Time and resources available did not allow the inclusion
of a large sample of cases from each channel. The cases
do however illustrate the work of key actors and the
reports prove that relevant cases were selected and gen-

" The «Study of Public Institutions» covered all institutional part-
ners with a survey and met with the established network in
Norway. The private sector study survey included 76 companies
and firms followed by individual interviews with a smaller sam-
ple. The NGO study started with a broad survey and a seminar,
Individual meetings were organised as a follow up and as prep-
aration to the fieldwork.
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eral 1ssues covered.

The comparative perspective were pursued through a set
of common hypotheses which were discussed by all
teams. The study design did not provide a framework to
test all the hypothesis according to strict scientific crite-
ra. Several important i1ssues and questions were not
resolved or sufficiently covered in the reports, and in
such cases the need for further studies 1s underlined,
Subjective elements are also acknowledged 1n all stud-
les, but systematic checks and balances were in place
during the entire study process. Some of the general
methodological 1ssues pertaining to evaluation of 1n-
stitutional development 1s discussed 1n chapter 5.1.

1.4.3 Common Framework and Joint Workshops

A core team of consultants from DiS and NCG prepared
the joint approach and a plan for the entire study proc-
ess, while the studies were carried out by individual
teams of consultants. To maintain a focus on the com-
parative perspective and cross-cutting issues, Terms of
Reference were prepared using similar formats which
consisted of identical core questions. Two preparatory
workshops with all team members were organised to
discuss and agree on definitions and use of key con-
cepts, a list of hypotheses was worked out, and survey
instruments and questionnaires were shared and dis-
cussed.

During field visits the teams worked independently, ex-
cept for participation of core team members in some of
the case studies. In the end all teams assembled to
review draft reports, share insights and experiences, dis-
cuss relevance of the initial hypotheses and prepare a
common set of recommendations. Based on available
comments from the workshop and from circulation of
draft reports to relevant stakeholders, final drafts of the
sub-studies were prepared while the core team produced
this Synthesis Report. As a final input all teams com-
mented on the draft of the Synthesis Report.

As such this was a collaborative study process: main-
taining a balance between central coordination in the
initial and final stages of the process while using inde-
pendent teams from various countries in the implemen-
tation of each study. A mix of Norwegian and foreign
consultants (Danish, Swedish and Canadian) was delib-
erately chosen to foster impartiality and to bring in fresh
insight to the Norwegian scene. Each team also included
Southern consultants in order to strengthen the Southern
perspectives and thrust of the studies.

An Advisory Group with participation from NORAD
and the Ministry of Foreign Affairs was established and
met with the teams three times during the study process
for advise, review and quality control and early feed-
back to key users and decision-makers.

Study Process 1997 - 1998
January MFA decided Study
March DiS/NCG started work
April Consultations with Norwegian Institutions
May ToR finalised and consultants selected.
June |* Workshop
July Hypotheses and methods developed.
August 2" Workshop
September/November Fieldwork

December
January/February

3 Workshop. Final Drafts.
Synthesis Report completed
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2 CONCEPTUAL FRAMEWORK AND QUESTIONS

2.1 What is Institutional Development? Levels
and Dimensions

A recent review of «state of the art» in institutional
development states that «there is probably no other area
of development policy where so much money is spent in
pursuit of an objective whose very name, as well as
content, is subject to such basic and continuing dispute»
(Moore, 1993, p.9).

The dispute will not be continued here, but Chapter 4.2
which follows summarises the conceptual consensus
which emerged from the joint workshops, and which
were attended by all parties to the Study.

Despite semantic pluralism and the complexity of the
phenomena the terms try to capture, a review of relevant
literature indicates that the underlying concerns and
processes in institutional development share important
similarities. We have tried not to invent a new set of
definitions, but to stay as close as possible to what key
actors in development use. We have partly been guided
by UNDP, but decided to use institutional development
and not capacity development as the broader term
(UNDP, 1994) since this term seems to be most com-
mon in Norway and reflects better our analytical model.*

INSTITUTIONAL DEVELOPMENT

2.1.1 A Multi-Dimensional Model of Institutional
Development

Institutional development includes a broad range of ac-
tivities at various levels of society and different sets of
interventions on each level. Distinctions are often
blurred and the broader terms build on narrower ones.
The terms are meant to provide direction and intention —
and not conceptual ngidity,

Institutional development is here defined as
the process by which individuals, organisa-
tions, and institutions increase their abilities
and performance in relation to their goals,
resources and environment.

In this definition institutional development has three
dimensions which address five different levels from
various perspectives and can be presented as follows:

Process dimension Levels

Focus

Human Resource
Development

1. Individuals
and groups

Competence, motivation

Organisational
Development

2. Organisations

e Structures, processes
and systems

System Development

3. Network linkages

4. sector

5. Overall context

e Patterns of communication/
collaboration between
organisations.

e Policies, rules,
legislative framework.

* Macro-level policies and
conditions.

e Cultural values, norms
and traditions

Table 2.1 Dimensions of Institutional Development

#  Morgan & Qualman (1996) defines capacity development as a
broader concept than institutional development, but it is difficult
to gauge the difference. UNDP (1994), Moore (1996) and the
World Bank (in Asplan 1993) use the terms interchangeably.
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The process dimensions are as follows:

(I) Human Resources Development

i1s concerned with how people are educated and trained,
how knowledge and skills are transferred to individuals
and groups, competence built up and people prepared
for their current or future careers. This represents the
broad areas of educating and training individuals and
groups for general or particular purposes, and represents
the first and basic building block of institutional devel-
opment.”

(II) Organisational Development

has another entry point and seeks to change and streng-
then structures, processes and management systems in
specific organisations in order to improve organisational
performance.

There is variation between O.D. approaches, but in their

«pure» form they have the following characteristics:

e focus on individual formal organisations and par-
ticularly their internal functioning,

e less attention paid to external contextual influences
on performance,

e most concern with internal organisational changes,

e major activities and inputs include education, train-
ing, technical advice and equipment,

e organisational change occurs as a result of planned
internal changes (in management, culture, adminis-
tration, etc.) with support of external inputs.

(III) System Development

1s not a common term in development cooperation', but
in this study seeks to capture what goes beyond orga-
nisational development. It is a broader concept and
brings in the organisational context. It includes an em-
phasis on links between organisations and the context
within which organisations operate.

While organisational development starts inside an orga-
nisation, system development extends from the orga-
nisation to its linkages and interactions with the external
environment. It also relates to how individual and orga-
nisational behaviour is regulated and affected by ex-
ternal constraints, pressures and incentives, norms and
rules, etc. And contrary to the former organisational

*  Institutional development would most likely include and depend
on training and education components, but it is not necessarily
true that all training and education have an organisational or
system development objective.

perspective, an assumption is that organisational inno-
vation requires also changes in external variables. Rele-
vant macro-level issues are national level reforms of the
central administration, decentralisation and deregula-
tion, privatisation of public enterprises, etc.

A distinction is introduced here between organisations
and institutions. Organisations form part of the fabric of
institutions. Organisations can be changed and even
eliminated without affecting the institution itself. A par-
ticular Ministry may be abolished, but the government
will carry on.!" Structures may change quickly, but not
their guiding rules and principles.

It 1s important to keep in mind the different time per-
spectives, While human resource development often has
a 1-2 years perspective, organisational development
would need at least 3-5 years to make a sustainable
impact. System development at the highest or rather
deepest level means more than structural or functional
changes, and requires a long term perspective. It in-
volves fundamental social and cultural change and is
often a more profound, long term and complex process
than organisational development. We should be aware
that some of those changes would be beyond the reach
of donor-funded technical cooperation programmes.

Development of human resources and organisations
may lead to increased effectiveness while system devel-
opment may lead to enhanced legitimacy in a society
(e.g. to acceptance by large groups of the population),
and institutional development would depend on all lev-
els and perspectives.

There are also different types and levels of system de-
velopment:

(3) The Network and Linkages between
Organisations

which include the network and collaboration between
organisations that facilitate or constrain the achieve-
ments of particular tasks and underline the interdepend-
ence of organisations.

' System development is often called institutional development,
but we have found it useful to distinguish the encompassing terim
and the systemic elements that go beyond organisational devel-
opment.

' Uphoff (1986) provides as examples (a) some institutions are not
organisations (a law or a legal system), (b) some institutions are
also organisations, (¢) and organisations are not institutions (law
firms).
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Organisations and institutions

We draw a disputed and often blurred line between
organisations and institutions. It is important to keep
this line and maintain a distinction between orga-
nisational and institutional development. Influential
literature maintains the difference, and most donors
refer to different though interdependent processes un-
derlying organisational and institutional develop-
ment. Often influenced by institutional economics,
several reports suggest that institutions represent «the
rules of the game» in society — the norms and rules
which guide and constrain the behaviour of individu-
als and organisations and shape human interaction,
while organisations are the actors or «players»
(North, 1990 and Bates, 1993).

(4) The Sector Environment which refers to the over-
all policy and institutional environment of the public,
private and civil sector that constrains or facilitates or-
ganisational activities and affects their performance, n-
cluding policies, laws, regulations, financial resources,
etc.

(5) The Overall Context

which encompasses the broad action environment for
the organisations, beyond the sector — including the
political and socio-economic milieu (macro-polices and
conditions) and the prevailing cultural norms, values
and traditions which facilitate or constrain the functional
capacity of organisations.

2.1.2 Institutional Cooperation

Institutional cooperation between institutions in Norway
and the South is one of several alternative strategies to
promote institutional development in international aid
programs.

Institutional cooperation represents formalised long
term cooperation between two similar or like-minded
organisations in the North and South to achieve capacity
strengthening in one or both organisations. It is one of
the key strategies in Norwegian bilateral aid to enhance
institutional development in the public, private and civil
sector. The cooperation should ideally move beyond
technical assistance and contribute to institutional de-
velopment in the receiving organisation. There 1s no
intrinsic correlation between institutional collaboration
and institutional development, and a key task in the
Study is to analyse the degree of correlation.

The purpose of the rules is to define ways a game is
played, while the objective of the players is to win the
game by a combination of skills, strategy and coor-
dination following the set of rules, or through efforts
to change them. Another sociological approach de-
fines institutions as «patterns of behaviour that 18 val-
ued within a culture». In both cases institutional de-
velopment refers to activities geared towards guiding
and regulating the environment in which organisa-
tions operate. Institutional development contributes to
the framework within which organisations are placed,
is a wide and holistic concept which implies an open-
systems view on organisations. It also allows donors
to deal with relevant national «themes» and «pol-
icies» rather than only projects and programmes.

Institutional cooperation is perceived as providing the
recipient with a broad range of competence and services
through a long term collaboration with a sister mnstitu-
tion with a comparable institutional mandate. However,
experiences with institutional cooperation through twin-
ning arrangements are not solely positive. The most
common criticisms include the supply-driven nature of
institutional reform, resistance to change of starus quo
in many Southern institutions, and the cultural and com-
munication barriers between foreign advisers and con-
sultants and local management and staff. The Public
Sector Study discusses in detail the stated comparative
advantages of twinning.

2.2 Changing Theories

The way in which donors and host countries think about
institutional issues is also undergoing rapid changes.
Four perspectives and related approaches may be in-
troduced to describe these changes:

e The traditional institutional development perspec-
rive. The emphasis is on concepts and techniques of
management analysis and organisational develop-
ment, based on western management theory. Focus
is on individual, formal organisations and partic-
ularly their internal functioning and service provi-
s10ns.

o  Governance perspective. In this perspective more
emphasis is placed on political 1ssues and how to
create and sustain a supportive institutional envi-
ronment. Analysis is linked closer to other institu-
tions in public, civil and private sector, and the
political implications of supporting certain orga-
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nisations is also studied. Institutional growth is
seen as depending to a large degree on bargaining,
mediation and consensus-building among interest
groups, bureaucrats and political leaders.

 [nstitutional economics perspective. Under the la-
bel of 'new institutionalism’ techniques from mi-
cro-economics as well as socio-economic and his-
torical perspectives are applied. Focus is on the role
of individuals inside and outside the organisation
and on incentive structures, deriving both from
formal organisations and informal institutions as
the "'market’ and ’social relationships’. Focal ques-
tions centre on information asymmetry and strate-
gic choices. The perspective tries to bring in the
benefits of market forces and competition inside
the programme or the organisational hierarchy. The
new institutionalists also analyse state failure in
weak states and the «transaction costs» weak in-
stitutions, including lacking laws and regulations,
imply.

e Capacity building (development) perspective. It
tries to synthesise the three other managerial-politi-
cal-economic perspectives. It uses a *'macro’ rather
than a "'micro’ institutional approach and deals with
'whole systems-in-actions’ and national institu-
tional patterns. Civic culture, social structures, per-
sonal trust and social capital as well as national
psyche, ethnic, religious and many other cultural
factors are used to contextualise organisational
changes. It focuses on the facilitating conditions for
donors to achieve such changes. For instance, from
this perspective no amount of donor resources
(training, management consulting, conditionality,
policy reform, etc.) can surmount the effects of an
inhospitable context'.

All of these perspectives are used in the study, however,
to varying degrees depending upon the characteristics of
the cooperating institutions, the type and scale of their
programme assistance and the channels employed. The
purpose is to identify characteristic features of institu-
tional development in the various channels.

2.3 Study Perspectives

2.3.1 Institutional Change in a Southern Perspective

There 1s a need to understand and better analyse orga-
nisations, how they change, which factors influence in-

‘2 Morgan, P, and Qualman, A.: «Institutional and Capacity Devel-
opment, Results-based Management and Organisational Per-
formance», pages 4-11, in a paper prepared for SIDA, 1996.

ternal processes, and what are the most appropriate
strategies for institutional development and cooperation
in countries in Africa, Asia and Latin-America.

Institutional development approaches were said to be
strongly influenced by theories and management think-
ing originating in USA and Western Europe, and so far
there seems to be more enthusiasm and commitment for
the new approaches among donor agencies than among
representatives from developing countries. There needs
to be more reflection on how the new strategies are
transplanted, transformed and adopted in non-western
countries with different social and cultural systems, Do
institutions and organisations in non-western countries
function and change differently, and which factors influ-
ence their development? How do organisations in the
South understand and perceive the new institutional
strategies promoted by northern donors, and how do the
responses and reactions affect potential outcomes?

2.3.2 From Micro- to Macro-Perspectives

The studies were designed within a bottom-up perspec-
tive. The stage was set for a broad discussion of issues at
all levels, but the studies move from a micro- (human
and organisational development) to a macro-perspective
(system development). The assumption was that higher
level success depends on lower level achievements, and
unless the groundwork was done at individual and orga-
nisational levels, it would be less useful to speculate on
overall relevance and outcomes at macro-levels. The
overall objectives of the institutional development ef-
forts is of course to increase the economic growth and
reduce poverty, by the means of lowered transaction
costs — the costs of planning, implementing and mon-
itoring an exchange.

Due to time and data constraints the macro-dimensions
1s not sufficiently covered in this Study. Since there
might be important interactions between the macro-en-
vironment and organisational development, this is an
area which merits further work.

2.3.3 From Individual Advisers to Institutional
Cooperation

A study of institutional development is by its very na-
ture closely linked to a study of the modes of technical
cooperation, «The Norway axis» has also promoted a
new approach to technical cooperation. Currently, indi-
vidual experts are sent out much less frequently by
NORAD to work with institutional development in re-
ciplent organisations unless this is part of a larger coop-
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eration framework. The institutional contracts with pub-
lic institutions in Norway, and their twinning arrange-
ments with counterparts in Norwegian programme
countries are meant to replace the individual advisers. It
is argued that institutional cooperation ensures institu-
tional sustainability more than individual experts. Pri-
vate sector development is also a priority in Norwegian
bilateral assistance and both commercial companies and
private consulting groups are providing goods and ser-
vices to public and private counterparts guided by the
same institutional development objectives.

However, the difficulties of expert assistance identified
in technical cooperation at the end of the 1980s most
likely also apply to institutional cooperation of the
1990s. The virtues of institutional cooperation and twin-
ning arrangements seem well justified on paper, but it
has been unclear to what extent the new approaches are
more successful in building and sustaining capacity in
recipient institutions whether public or private, by fol-
lowing principles of recipient responsibility, national
ownership and participation.

2.3.4 Comparing different Sectors

Each channel has different characteristics and each con-
sists of a broad range of organisations. The NGO chan-
nel includes Northern and Southern NGOs and refers to
«strengthening of voluntary organisations in civil so-
ciety». The private sector channel seeks to «strengthen

QUESTIONS

the market», and involves e.g. the cooperation between
commercial enterprises in Norway and public and pri-
vate institutions in developing countries. The public
channel represents institutional cooperation (twinning)
between institutions in Norway and NORAD’s pro-
gramme countries and refers to «building of capacity in
the public sector».

NORAD provides support through the three channels in
order to strengthen the functioning of civil society, mar-
ket and state in the respective programme countries. The
study of private consulting firms and therr role in mn-
stitutional development comes in to a somewhat differ-
ent category, but consulting firms are instruments NO-
RAD uses to manage technical cooperation programmes
in both public and private sectors.” These firms are
ouided by the same development principles and ob-
jectives as the other channels and actors.

The overall aim for all channels is to build organisation-
al capacity and to create favourable institutional frame-
works, even if this is planned and implemented differ-
ently,

2.4 Study Questions and Hypotheses

All the studies address the following five general ques-
tions which were specified and elaborated in the Terms
of Reference."

LEVELS

perceived by the various stakeholders?

. What are the objectives for institutional development and how are they

Policies/objectives

2. How are the objectives operationalised?

Strategies, methods

2. Which factors support/impede processes of implementation?

Implementation processes

4. What are the results at various levels?

Individual benefits
Organisational change

System outcomes

5. Compare and assess the relative strengths and weaknesses of the strate-

gies for institutional development.

Table 2.2 Study Questions

" Only cases where private consulting firms are managing special
programmes or technical assistance components are included.
Cases where the firms are used as external advisers or to carry
out appraisals or evaluations are not included.

14 See Inception Report, Part 11.
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Part Il: Discussion of Hypotheses and Findings

3 CONCEPTS AND INTENTIONS
3.1 The Five Key Elements

Based on the 1ssues and questions in the Inception Re-
port, the teams proposed a number of hypotheses to set a
common framework for all studies. The teams also tai-
lored hypotheses to the settings of their particular study.
The joint hypotheses were organised around five key
elements, each represented by two questions. The aim

CONCEPTS AND INTENTIONS

e  What do the organisations say they will achieve
through institutional development?*

. To what extent are intentions clear, consistent
and shared between the cooperating organisa-

tions?

STRATEGIES AND ACTIONS

e How are intentions operationalised and carried
out?

e To what extent are strategies and actions coher-
ent, adequate and relevant?

RELEVANCE AND OUTCOMES

e  To what extent are strategies and actions effec-
tive (in reaching objectives) and efficient (out-
comes compared to costs)?

* What are the outcomes at various levels?

3.2 Institutional Development — A new Priority

e  Norwegian organisations (involved in aid) are in-
creasingly engaged in institutional development
(changes in quantity), and there has been a gradu-
al shift in emphasis from physical to human and
social capital (changes in guality).

3.2.1 Funding Patterns

Is 1t true that donors and organisations involved in aid
have increasingly been engaged in institutional devel-
opment (increase in funding), and that there has been a
shift in emphasis from physical infrastructure to human
and organisational resources?

' The main parties would be: NORAD, Northern and Southern
Institutions.

was not to reject or confirm hypotheses with any statisti-
cal methodologies. An hypothesis was loosely defined
as what we expected to find or believed a priori, and
would like to discuss. The full list of hypotheses is
included in Annex 1, but these are the five elements and
guiding questions we will examine in the following
chapters:

—

EXPIANATIONS
»  What factors explain variation in outcomes?
* How do such factors promote or impede out-

comes?

COMPARISONS

e  What are comparable international best practic-
es?

*  How do experiences and results compare across
sectors/channels?

¢ How do outcomes of alternative strategies for
institutional development compare?

I

To record overall levels and patterns of funding, OECD/
DAC data were compiled and analysed for levels and
trends 1n budget allocations in the area of institutional
development first for a sample of OECD countries and
then for Norway.'®

Looking at other OECD countries' the following trends
emerged for three periods (1987-89, 1990-92, 1993—
95):

“  Annex 4: Institutional Development; Aid Levels. A Comparison
of OECD Data across Countries and over Time by Economic
Area,

'" Eight countries are included in the sample and the sectors are:
Public Administration, Human Resources, Infrastructure and Ec-
Onomic Sectors.
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e Institutional development as a share of total aid has
risen continuously, and has almost doubled from
the 1987-89 average to the average in 1993-95.

¢ The actual amounts have also doubled from US $
2.1 billion to US$ 4 billion.

e Institutional development as a share of total sector
aid is by far the largest in the area of public admin-
istration (79% of total).

e In the social sectors, institutional development has
hovered around 20% of the total, falling slightly to
around 15% in the last period, as total aid to the
sector has grown steadily.

» Inthe infrastructure sector, institutional support has
fallen significantly and steadily over the period
(from 13% to 7%), while it has risen rapidly to the
economic sectors (from 17% to 39%).

¢  Most institutional development is not in the form of
technical assistance, but in other forms of aid. This
means that most of the financing tends to be for
buildings and equipment needed to develop and
run institutions, rather than building the capacity ot
personnel, organisational and system development.

Three important observations emerge and these are: In-
stitutional development is receiving a larger share of
available aid resources. The total volume is large and,
more surprisingly, institutional development i1s more
important in the economic sectors than in the social
sectors.

If we compare the overall figures with data from Nor-
wegian aid, it is striking how close Norway seems to be
to the overall pattern:

e  The share of institutional development makes up a
significant share of all sectoral support.

e The rise in assistance to institutional development
in public administration is particularly noticeable.

s  Technical assistance as a share of institutional de-
velopment seems surprisingly small.

e Norwegian support does not differ significantly
from that of other donors with regard to distribu-
tional patterns'®,

We believe that aggregate figures and findings reflect

important trends, but it is important to be aware of some

of the weaknesses in the OECD data:

e« Each project is classified according to its main
activity area only.

5 For further details see Annex 4.

e Classifications and categories change creating
problems in comparing data over time.
e Lack of consistency in how activities are classified.

Efforts were also made to extract comparable informa-
tion from the NORAD data-base which has a different
classification scheme from DAC. Data are classified
here primarily according to which budget line they are
allocated from. The main problem is however that there
is very little in the way of purpose or thematic cate-
corisations in the data-base, since data are basically
used for accounting and program management purposes
and not set up to be used for policy analysis. This means
that NORAD has no mechanism for monitoring actual
and changing levels of funding to various forms of
institutional development or other policy priorities in
Norwegian bilateral assistance.

The statistical data available seem at a general level to
confirm the first hypothesis, but the same issues will be
pursued further in the case studies.

3.2.2 Case Study Findings

It emerged that, within the public and NGO channels,
there had been a discernible increase in institutional
development support. The Study of Public Institutions
emphasises that institutional cooperation is not new, but
that the content has changed and records a steady in-
crease in use of twinning arrangements between Norwe-
gian and Southern organisations for supporting institu-
tional development. Altogether 35 Norwegian public
(mainly Directorates) and semi-public (research and
higher learning) institutions are currently involved 1in
cooperation with like-minded organisations in the
South, through approximately 100 individual projects.

The NGO Study also points to an interesting two-way
interaction between the NGO community and NORAD.
Progressive NGOs influenced NORAD in promoting
institutional development whilst the NGO Division 1n
NORAD in turn, provided incentives to other NGOs to
shift to partnership and institutional strategies. There
seems to be a growing consensus among NGOs that
cooperation with partner organisations is the preferred
modus operandi when working in developing countries.
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NGOs and Partnerships

«The NGO Study shows that one Norwegian NGO
adopted an explicit policy to support organisational
strengthening of partners as early as 1935, and about
half the NGOs that now have such a policy adopted
this before NORAD issued its strategies for institu-
tional development in 1990 and [991. The Survey
results, plus evidence from the field missions, suggest
that some Norwegian NGOs have been in the van-
guard supporting the partnership approach, likely be-
cause it was congruent with their values. These NGOs
then reinforced the shift in policy within NORAD's
NGO Division.

In the case of private companies and consulting firms
there is no indication that they are now more engaged in
institutional development. If anything, it could be a
trend to be less involved and few companies and firms
undertake anything which could be called institutional
development. The new policies and trends have not had
the same 1mpact in this channel as for the public in-
stitutions and NGOs. Other, largely commercial consid-
erations seem to have outweighed more long term, de-
velopment-oriented objectives. The total budget for the
Industrial Development Department in NORAD is ap-
proximately NOK 480 million. Around NOK 55 million
or 15% of the total is allocated to institutional devel-
opment. Around 76 companies have received funding
from the Department in the recent years. In total, 26 out
of the 37 companies that responded might have projects
which contain some form of institutional development,
but relatively small components.

3.3 What is Institutional Development?

® Objectives are used with multiple meanings, are
unclear and difficult to measure.

e There are few relevant operationalised objectives
that allow organisations to target effectively in-
stitutional development.

Findings have confirmed an increasing awareness, in-
terest and funding for institutional development, but a
critical question remains: Which phenomena have at-
tracted attention and increased funding? How 1s the term
used and defined? The hypothesis suggests that ob-
Jectives and intentions are unclear, several terms are

*  See Annex 3 for a more in-depth discussion of Norwegian policy
development.

Many NGOs work purposely to affect values, norms
of behaviour, and government policies because in-
stitutional development corresponds to their value-
based orientation to development, an orientation that
has strengthened since the recent series of NGO eval-
uations could not confirm the «articles of faith» con-
cerning the comparative advantages of NGOs. If
NGOs cannot demonstrate that they are, say, more
efficient and better at reaching the poorest groups,
they need another basis for demanding more funds
from official aid agencies and the public. »

frequently used with different meanings and it is hard to
measure processes and results. The next hypothesis im-
plies that there are few relevant operationalised objec-
tives, e.g. that overall aims do exist, but there are less
concrete, operational objectives to guide programme
and aid managers.

We shall first examine to what extent Norwegian aid
policies and strategies provide direction and content to
institutional development', and then how the terms are
used and defined in the public, private and NGO chan-
nels.

3.3.1 Policies for Institutional Development

In the Government White Paper No.51 (1991) institu-
tional development is conceived as an important strate-
gy to achieve overall development objectives. However,
institutional development tends to be treated as syn-
onymous with training and organisational development.
In the Public Commission Report (1995) and the White
Paper No. 19 (1995-96) institutional development is
still a priority area, yet treatment of the topic is less
extensive than in the previous White Paper, and the new
documents seem not to provide further insights into the
complex task of providing technical assistance to in-
stitutional development,

Both in the area of institutional development and recip-
ient responsibility, NORAD seems to have been in the
lead compared to the MFA. NORAD has on the other
hand been influenced by other donors, especially SIDA,
several multilateral organisations, Norwegian NGOs
and public institutions involved in aid programmes.
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The Study of Public Institutions finds that:

«the general impression is that the policy of institu-
tional development and what it implies has received
less attention within NORAD than other policy pri-
orities such as poverty, gender and environmental
issues. While the general policy statements received
considerable attention, there were few initiatives fak-
en to inform about the more practical implications of
the new policy.»

The dissemination of the policy changes has been inade-
quate.

«The weakest link in the process of disseminating
information, seem to be between NORAD and the
Embassies and between Embassies and Southern
partners... In line with this there is a considerable
variation in the extent to which the siaff at the mis-
sions understand and endorse the new policy... There
is a positive will to develop further, but NORAD still
has some work to do before the policy of institutional
development and the strategy of twinning is anchored
in the organisation. »

The Guidelines for Private Sector Development in NO-

RAD do not explicitly mention institutional develop-

ment. On the other hand, the Guidelines have a lot to say

about the practical content of what we have called sys-

tem development — or institutional development at its

highest level, such as:

e Support directed to the development of policies,
legal systems and regulations.

e Support directed towards public infrastructure.

e Support for the development of relevant private
organisations and 1nstitutions.

For the NGOs NORAD published in 1991 1ts own sup-
port guidelines stating that it is an overall goal:

«To strengthen local organisations and beneficiary
groups in the host countries. Cooperation between
NORAD and these organisations is therefore intended
to contribute towards developing the capacities and
competence of the local cooperating partner».

This strategic vision made NORAD’s NGO Division a
leader in emphasising institutional strengthening
through capacity building. The NGO Study also records
that institutional development — widely interpreted — lies
at the core of what NGOs are trying to achieve.

3.3.2 Case Study Experiences

The case studies illustrate the lack of clarity and consis-
tency in terminology and definitions of key concepts in

all channels. There is a large repertoire of competing
terms which are also open for broad interpretations.

The Study of Public Institutions points to the particular
confusion as regards to the differences between orga-
nisational and institutional development and differences
in perceptions and opinions that exist regarding what
institutional development really is.

«The main problem seem to be the relation between
the more immediate objectives of strengthening orga-
nisational capacity, and the longer term objectives of
institutional legitimacy and sustainability. This is
largely the result of the absence of a common point of
reference and a systematic emphasis on institutional
development issues in NORAD's strategic planning
documents. »

Given the conceptual confusion and difficulties in tar-
geting institutional development, projects are mainly
understood as support to specific organisations. The
concrete interventions tend to concentrate on compe-
tence building and improved technology and equipment,
less on improved administrative routines and develop-
ment of an accountable leadership, and least on linkages
between the organisations and the larger context it 18 to
serve.

In the case of Sokoine University in Tanzania no strate-
gy pertaining to broader institutional development was
said to exist up to 1996, and even in the new agreement
objectives are too general and devoid of any specific
strategy. The focus has remained on human resources
development.

For private companies and consulting firms objectives
were said to be clear maybe because objectives tend to
be more pragmatic and financial in commercially moti-
vated companies. On the other hand the Private Sector
Study found that terms are used without clear and con-
sistent operational definitions, which makes 1t both un-
certain and difficult to know how much change has
actually taken place.

NGOs have the most elaborate institutional develop-
ment objectives, but less developed understanding of
what they entail. There is certainly no common NGO
approach to the issue, but huge variations in and be-
tween organisations. Several NGOs are, however in the
process of developing their own policy statements and
defining terms which are needed to assess progress.
There is a firmer grasp of how the terms should be
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employed and defined at the lower level in the institu-
tional development hierarchy (human resources and or-
ganisational level) than at the system level. The bulk of
money seems to be spent for tried-and true inputs and
activities: technical training of local counterparts, equip-
ment, and funding of administrative costs, but increas-
ingly combined with new types of inputs, such as joint
planning exercises, provision of consultancy services,
support for applied research, etc.

There 15 broad agreement that there are few relevant
operationalised objectives that allow organisations to
target effectively institutional development. The case-
studies confirm the hypothesis that institutional devel-
opment 1s still ambiguous and under-defined both on the
part of NORAD, public and private institutions and
NGOs. However, there is an increasing feedback from
the field about the need for and relevance of institutional
development.

A narrow definition whereby institutional development
1s limited to «one thing» only would not be advanta-
geous. Institutional development is a complex phenom-
enon and interventions need to take into account all
dimensions and processes. But in order to make in-
stitutional development a policy priority in Norwegian
bilateral aid a minimum requirement is to know what
programmes and activities should be supported in its
name. The review of statistical information, policies and
cases suggests that Norwegian aid would benefit from
clearer concepts and policy direction in particular at the
operational level.

3.4 Institutional Development — A Donor
Invention?

e  The institutional development objectives of the
funder dominate those of the recipient throughout
the chain.

Institutional development and capacity building have
made an appearance in donor vocabulary and the terms
are used generously in their documents. Such terms and
trends have also been strongly influenced by Western
organisational theories and practices, but does this imp-
ly that the new donor strategies are met with scepticism,
lack of commitment or resistance from Southern part-
ners? And have alternative approaches to institutional
development and arrangements for technical cooper-
ation been presented from the South?

Deliberate efforts were made to pursue a Southern per-
spective in the studies, but we acknowledge the prob-

lems In reflecting rich nuances and unspoken senti-
ments, and the sample of cases 1s relatively small. It was
found that concepts and objectives are often donor in-
ventions and driven by the need of NORAD in Oslo to
reformulate and reorient its aid policies towards nation-
al, recipient responsibility and the institutional dimen-
sions of aid.

On the other hand objectives and intentions of Norwe-
gian institutions were not found to dominate their coun-
terparts. This came out clearly in the Study of Public
Institutions. In fact, the initiative for institutional devel-
opment came just as frequently from Southern institu-
tions. In the case of Sokoine University in Tanzania the
policy shifts were introduced and moved by NORAD,
Oslo and the Tanzanian University leadership, with less
support and enthusiasm from the Norwegian partner
institution and NORAD, Dar es Salaam. In the private
sector there was considerable awareness on the part of
the recipients of the need for organisational and in-
stitutional development — more than the Norwegian
companies.

Finally, we found no evidence of strong scepticism or
resistance from Southern partners towards the new in-
stitutional approaches in the sample of cases. An in-
teresting observation is that Southern organisations
were not always aware of shifts in policy, and could not
compare current and past performance. Southern part-
ners had not been properly consulted in the discussion
and evolution of the new policy, and the new messages
had not been widely disseminated to partners. As pol-
icies move from headquarters they tend to become dilut-
ed, and in some cases the shifts in actual programmes
were also marginal. But in most cases the changes were
acknowledged, well received and seen as an opportunity
to enhance national capacity.

To the extent that critical comments emerged it was
from some Norwegian Embassies where institutional
development was perceived as «just another invention
from the Head Office in Oslo» or more importantly, that
the use of twinning as a mechanism to provide technical
assistance had grown too fast and uncritically. Early
reactions to the new strategy within NORAD had in-
dicated a mixed response among its employees. While
the 1dea of making institutional development a key pri-
ority received strong support, the idea of making ex-
ternal institutions central actors in planning and imple-
mentation met with less enthusiasm (Statskonsult,
1995).
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4 STRATEGIES AND ACTIONS

4.1 A Means to an End, a Process or an End in
Itself?

It is a question to what extent institutional cooperation
and development should be viewed as means to an end,
a process or as ends in themselves (Bebbington & Mit-
lin, 1996). Let us first examine institutional develop-
ment. For NORAD it is primarily seen as a means to an
end, as activities meant to strengthen the ability of pub-
lic authorities to perform and deliver better services to
their clients. In some of the Norwegian policy state-
ments institutional development is treated as an end in
itself, where the primary focus 1s to strengthen a minis-
try, university or NGO so it can be a stronger actor in the
public sector, in the research community or in civil
society. In yet other versions, institutional development
is @ process where the collaboration or partnership is
viewed as a process of continuing adaptation to change
and internal reaffirmation that gives orgamisations re-
sources to deal with problems as they arise.

The preferred approach in the case studies 1s not evi-
dent. Norwegian policies define institutional develop-
ment primarily as a means to an end, but also as an end
in itself. The instrumental use is most common where
institutional development is defined as a component of a
larger programme, where the objectives are to deliver
tangible products or services, and where better manage-
ment and improved organisational performance are per-
ceived as prerequisites. On the other hand, there are
institutional development programmes where the ob-
jectives are to strengthen the role and functions of a
Directorate, a University or a company — and where
viable organisations are assumed to be important and
will, in themselves be beneficial to society at large,
while such benefits are not included in the programme
objectives. In the first policy papers it was an objective
that the twinning arrangements could be sustainable —
able to continue when donor funding ends.

The «end in itself» approach has increasingly been
adopted by Norwegian NGOs where the criteria for
success lie in their ability to strengthen partner orga-
nisations, and not in effective programme delivery. This
has important implications for the selection of oper-
ational skills and for how NGOs are evaluated — not in
terms of ultimate development impact, but in their abil-
ity to strengthen performance of their partners. The
NGO Study finds that many NGOs have been in the
vanguard on this point, and observes that NGOs, as

value-based organisations, seek to link up with like-
minded organisations in the South, and then support
only indirectly the projects of their

partners. Norwegian People’s Aid has poverty allevia-
tion and political solidarity as twin goals. It embraces
the partnership concept both as an end in itself (sohdar-
ity) and as a means to fight poverty.

Institutional development as a process focusing on con-
tinuous collaboration between like-minded partners, has
been pursued by smaller NGOs where development
benefits are spin-offs from the collaboration rather than
planned outcomes themselves.

The Study of the cooperation between Agder College
and IDM underlines the partnership characteristics as a
condition for effectiveness:

«The underlying philosophy of the cooperation be-
tween the two institutions is based on the idea of equal
partnership implying a spirit of mutual respect and
willingness to understand cultural differences, and an
attitude of trust, tolerance and openness in the rela-
tionship. Such a cooperation between equal partners
can not be based on a consultant-client relationship.»

Whether the partnership qualities in this case have im-
proved performance and produced high-quality outputs
are more questionable, so the «Agder College — IDM
model» is not necessarily more effective. Paradoxically,
the Sokoine Study shows that the introduction of the
principle of recipient orientation in combination with a
broad institutional development objective, has resulted
in the Norwegian partner institution being relegated to
the role of consultant.

Twinning is conceived by NORAD as a mechanism for
providing technical assistance. Some Norwegian orga-
nisations seem not share this view, and treat the collegial
and partnership collaboration more as a process. The
two approaches might be complementary, but it 1s diffi-
cult to judge when collaborative efforts add value and
when they simply add costs to the public twinning ar-
rangements.

The nature of the answer would depend on the type of
organisations involved. International NGOs and Uni-
versities have mandates which are motivated by in-
ternational collaboration — mandates which exist regard-
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less of NORAD funding, but benefit from additional
support. Norwegian public organisations on the other
hand have no development mandates as such, but could
for pragmatic reasons be useful instruments for NO-
RAD in providing technical assistance, e.g. when they
have the skills and as long as they are able to perform.
But the «Norway axis» concept could be construed as a
right for Norwegian organisations to be involved in aid,
where such participation represents a value in itself re-
gardless of cost and effectiveness. In such cases NO-
RAD may need to hold back and insist that Norwegian
development objectives should be met.

4.2 Organisational Support - Not Institutional
Development

e [nstitutional development is mostly understood as
support to specific organisations, and refers seldom
to strengthening of organisational linkages, sector
or system support.

This hypothesis posits that Norwegian organisations
equate organisational with institutional development,
and that they seldom address dimensions beyond orga-
nisational development, such as linkages (networking)
and other forms of system development.

There 1s a dominant human resources focus in the un-
derstanding and application of institutional development
among Norwegian organisations in all sectors. This
means that the strengthening of Southern organisations
through active collaboration, transfer of funds, equip-
ment and competence is at the core of intentions and
practices. There are however efforts to include the orga-
nisational environment and an increasing awareness of
the influence of contextual factors. The Study of Public
Institutions concludes that;

«even though institutional development projects still
mainly relate to the development of organisations,
there has been a shift in emphasis in most projects
towards looking at organisations as parts of a wider
context.»

System development 1s also reflected in broader sector
approaches in bilateral programmes and, for the major-
ity of NGOs networking 1s a common strategy. Compo-
nents aimed at changing the sectoral or national in-
stitutional framework featured also 1n a number of

cases. Redd Barna in Zimbabwe seeks in cooperation
with TARSC (a national NGO) to promote the princi-
ples of the UN Convention for the Rights of the Child
within Zimbabwean law and culture. This clearly im-
plies institutional development at the system level —
laws, rules and norms of behaviour.

Private companies are by definition more directly linked
to the context via the market. For a commercial compa-
ny a healthy and competitive market is often a prereq-
uisite for survival. The Private Sector Study thus con-
cludes that private companies pursue the system per-
spective more out of necessity than from explicit pol-
icies and objectives. Several private consulting firms
also take a broader view of institutional development.
The Study examines in particular the unintended sys-
temic effects of Norwegian companies and firms, and
discusses to what extent the market could be defined as
an institution and how the Norwegian funded projects
influence the market institution,

There 1s nothing wrong in focusing aid efforts on human
or organisational development only, provided this is
deliberate and takes place within a well conceived strat-
egy for system development. A fundamental premise in
most institutional development is still that organisation-
al capacity and performance are enhanced primarily
through manipulation of internal variables and by sup-
plying additional resources. This could be a constructive
point of departure, but misses new insights and perspec-
tives that seek to locate organisations in an environment
that imposes on them performance demands, incentives,
pressures and disciplines, which are also required to
enhance organisational performance (Moore 1995).

It 1s not sufficient to provide organisations with the
resources they need. They also need incentives to use
those resources well. There are examples among the
cases which illustrate the limitations of a restricted orga-
nisational approach (Sokoine Agricultural University)
where a broader system perspective could have streng-
thened the position of the Tanzanian University. Such
an approach is described as including the research pol-
Icy-setting institutions, as well as the institutions acting
as end-users of Sokoine research and graduates, e.g.
institutions beyond the university organisation.
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«A broader approach has been adopted by a number
of donors, in particular SAREC and IDRC, in which,
on the one hand, greater impact and value added is
tried to be achieved at institutional level through sup-
port to broader partnership links, building capacities
at all levels at universities, but in particular stressing
the management capabilities. On the other hand, pro-

vide support to strengthening the institutional envi-
ronment tn which projects and programmes are car-
ried out, e.g. bolstering the institutional framework
handling research and higher education at national
levels.» (The Sokoine Study)

What goes Beyond Organisational Development?

The Private Sector Study found that institutional de-
velopment does not figure as a prominent and re-
spected activity in the two projects in Indonesia.
Technology transfer was the main subject for most
strategic thinking whereas the broader concept of
institutional development at the system level was lef
for management to cope with more or less ad hoc. The
development of linkages between organisations, coor-
dinating inputs to data-bases and making sure that
geographical information reaches users, are all ex-
ample of activities that take place, but depending on
time and opportunities. There is no consistent strate-
gy for these purposes.

The case from Palestine contains a range of activities
above and beyond organisational development that
can be called system development:

e  The development of a legal framework for plan-
ning.

o The development of nation wide norms and stan-
dards of planning.

o  The development of cooperative mechanisms to
work with other organisations.

4.3 Hard or Soft Institutional Development?

e Most of what is carried out as institutional devel-
opment represents transfer of hardware and tech-
nical knowledge, and is not specifically geared
towards human and organisational capacity
building in the recipient organisations.

The OECD data indicated that most of what was defined
as institutional development actually came in the form
of buildings and equipment, rather than capacity build-
ing of personnel, organisational and system develop-
ment. An internal NORAD memo (NORAD, 1990b)
admits that NORAD’s institutional support has so far
primarily been used for organisational infrastructure and
human resource development, and not organisational or
institutional development in its broader sense.

Evidence from the case studies is more ambiguous. In
the case of public twinning and the Sokoine -Norwegian

o Activities to enhance the use of planming docu-
ments.

The main point is that maps or geographical informa-
tion are not institutions in their own right, but that an
organtsational framework to define, commission, pro-
duce and use geographical information is a relevant
object of institutional development.

In the study of Dyno Industries in Indonesia it is asked
whether there are any effects at system level from the
project? Dyno does not make any claim that the joint
venture has an institution building effect, but it could
have a negative effect on the market by distorting
prices through subsidies. The conclusion is however
that Dyno Indria through its approach to its clients,
its choice of product portfolio and technological em-
phasis contributes to development of the market. But
this happens by pure coincidence, not strategic intent.
In this case the effect on the market was positive, but it
could have been negative under other conditions, and
it is said that NORAD needs to consider such aspects
when loan agreements are being negotiated.

Agricultural University cooperation hardware transfers
and technical knowledge represent the main ingredients.
NORAD’s support to IDM has also targeted transfer of
technical competence and improved technology and
equipment.

When twinned institutions were asked about the princi-
pal outcomes of their cooperative efforts, 72% pointed
to the development of technical competence and 59% to
the transfer of improved technology. Only one third of
the institutions perceived institutional development in
any form as an outcome of the cooperation. The Study
concludes that:

winstitutional development projects tend to concen-
trate on competence building and introduction of im-
proved technology and equipment, less on improved
administrative routines and development of an ac-
countable leadership. .... Much of what is carried out
at the level of organisational development is «gap
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filling» tn the sense that Norwegian institutions take
active part in concrete activities with tangible out-
puts, and transfer of improved technology and hard-
Ware. »

However, decreasing amounts seem to be allocated to
capital investments and increasing amounts to technical
assistance.

In the case of private consulting firms it was found that
human and organisational development are important
tools of the trade in the consulting field. It appears that
consultants have more incentives to be at the forefront
of development thinking than private companies.

For private companies and NGOs the evidence is not
clear. Although straightforward technical assistance and
hardware transfer are usually the main components of
most industrial projects, training and capacity devel-
opment are often equally mmportant. NGOs work at
many levels. In some cases they simply assist their
partners with material and financial transfers, but there
1s a clear trend towards adopting a much wider approach
to institutional development working at local, national,
regional and international levels with issues like the
rights of the child, sexual abuse of children, de-mining
and the establishment of and support to regional net-
works and institutional development in the broadest
sense.

4.4 Changing Central Policies, but not Local
Realities?

e In spite of new policy directions which emphasise
institutional development the realities of pro-
grammes remain the same.

e The policy intentions of institutional development
are not reflected in implementation.

Have the changes been only symbolic or to what extent
have the realities of programmes been affected by the
new policy directives?

Evidence from the case studies differ. In the public
channel policy shifts and the new strategy of «twinning»
have had significant operational consequences. NO-
RAD’s «new» strategy has been discussed intensively at
Headquarters and to a large extent been internalised by

“  The intense discussion in Norwegian Church Aid from 1985 of
its large operations in Southern Sudan and discussion of new
approaches to partnership in international church fora gradually
changed the organisation,

its staff. There are flaws in implementation and critical
comments on parts of the strategy, but overall there has
been strong support which has had implications for
country level strategies and individual programmes. The
study of Sokoine Agricultural University provides an
example of an «old» programme (supported over a peri-
od of 25 years) where shifts of policy have taken place
on paper, but less in so in reality. It is interesting to note
how the relatively new Palestinian project for physical
planning has a broad institutional perspective. In both
cases, NORAD played an important role in promoting
the institutional objectives.

The NGO Study concludes that Norwegian NGOs over
the last ten years have changed their policies and pro-
grammes significantly. The policies of partnership, non-
operationality and institutional development were
adopted quickly. Policy shifts in some of the larger
NGOs actually preceded the new NORAD strategy
from the early nineties®. Most of the NGOs prepared
similar policy documents when the strategy first came,
as it was a NORAD requirement to reflect NORAD
strategies. The NGO Study shows that Redd Barna has
more recently followed suit.

Private companies have less contact with the devel-
opment assistance field in Norway and have conse-
quently been less aware and affected by the policy
shifts. In the case of private consulting firms it is in-
teresting to note that Southern institutions have primar-
ily initiated the institutional components and stressed
their importance.

On the other hand the Study of Public Institutions makes
on the other hand two relevant observations: First, that
at the level of country programmes, the hierarchy of
policy and planning documents have remained largely
the same after the introduction of the new policy. And,
secondly, the formal procedures for initiating, imple-
menting and evaluating projects have also remained
unchanged.

4.5 Changing Values and Incentives

e There is a movement from value driven to com-
mercially driven incentives in institutional coop-
eration.

The reports provide no firm conclusions, but interesting
insights. The twinming partners, consulting firms and
NGOs have made conscious attempts to adopt new pol-
icies. In the case of Sokoine University there was little



Part I1: Hypotheses and Findings

31

evidence of any commitment although this may be a
«one-off» case. As far as private companies are con-
cerned new policy directions have not been adopted.

The Studies did not find a general move towards com-
mercially driven incentives in institutional develop-
ment. In the case of Norwegian public institutions, al-
most twice as many report ideological rather than com-
mercial motives for the cooperation. The incentive
structure emerges however as a critical issue for public
institutions. If the motivation for being involved in de-
velopment cooperation depends primarily on interest
from 1individuals, 1deological or humanitarian motives
and marginally on professional or commercial interests
such involvement may in the long term be vulnerable
and difficult to sustain.

For Universities on the other hand, professional motives
underpin international collaborative efforts and the Nor-
wegian Agricultural University also experienced con-
siderable financial gain over a long period of time from
such collaboration. Private consulting firms would have
commercial motives for being increasingly involved in
human and organisational development®!, and the new
concerns have also been taken up by previously tech-
nically oriented consultants. The Study of Private Com-
panies finds no incentives at all for long-term institu-
tional development — and certainly not commercial in-
centives. Institutional development seems to be per-
ceived as a development oriented effort imposed by
NORAD which adds extra costs, but no additional value
tfor the companies.

Among the NGOs there could well be opportunistic
reasons for «jumping on the bandwagon». On the other
hand, the collaborative institutional approaches are con-
sistent with NGO values and principles:

«The raison-d'etre for NGOs is development rather
than profit or, for political servants, vocation.., Their
value-based approach leads them 1o seek linkages
with like-minded organisations (NGO Study)».

The lesson is that the incentive structure must be com-
patible with the raison d’etre of the organisation in-
volved. If it is a commercial enterprise, once the com-
mercial importance disappears, they will also leave. If
the interest 1s ideological, which is often the driving

Other motives or interests are of course not excluded, We are
here trying to characterise the channels.

force for NGOs, they might fight hard to find resources
to continue a collaboration they think 1s worthwhile.
And what i1s defined as worthwhile varies from one
NGO to the other. What i1s more difficult is to define the
incentive structure for the public institutions. This 1s an
issue which needs to be analysed and discussed further.

5. RELEVANCE AND OUTCOMES

5.1. Monitoring and Evaluation:
How do we know the Results?

o  Systems for monitoring and evaluating changes in
institutional development are not in place, and
there are few benchmarks/standards to assess
quality of performance.

A general finding from the World Bank and other do-
nors is that institutional development in social sectors
has low success rates, much lower than hard or engi-
neering type technical assistance (Berg 1993, p.24). It i1s
also conventional wisdom that to construct irrigation
canals is easier than establishing water management
systems.

But a more fundamental issue which precedes an assess-
ment of relevance and outcomes i1s whether we have any
tools to gather data and information to measure results:
to what extent monitoring and evaluation systems exist
to detect and assess institutional progress, and if there
are standards to evaluate quality of performance. In
principle both indicators and standards of success are
required since assessment of achievements will vary
between individuals and groups and their perspectives,
expectations, background, etc.

The studies confirm unanimously the suggested hypoth-
esis which means that there are no or only few systems
for monitoring and evaluating changes in institutional
development, or benchmarks to assess quality. Norwe-
gian NGOs reported difficulties in monitoring and as-
sessing progress because of lack of baseline data, and
problems in defining appropriate indicators and criteria
for 1institutional development. Among private compa-
nies and private consulting firms there was a sense that
reliable methods for evaluating institutional develop-
ment did not exist. The Study of Public Institutions
emphasised that the twinning institutions should assess
their own performance and not leave this responsibility
to NORAD, but also suggested that more external eval-
uations are required.



32

Part IT: Hypotheses and Findings

On the other hand the lack of effort in trying to measure
impact is unfortunate. Huge resources are mvested n
the area of institutional development, and NORAD’s

e  Un-weighted multiple objectives: Few pro-
grammes have single and precise objectives,
they are not weighted and constitute parts of
long complex chains of means and ends where
institutional development must be both evaluat-
ed as processes and products.

e Institutional development is a problem-solving,
learning process where the end product is not
part of a blueprint plan, but often follows from
the process.

Reviews and evaluations have been carried out, but in
the sample of cases limited attention was paid to the
institutional components of the programmes. Outcomes
are most commonly measured with reference to lower
level concerns. So far none of the twinning arrange-
ments have been thoroughly evaluated. The Study of the
25 years cooperation between Sokoine and Norwegian
Agricultural Universities found that no major evaluation
had been carried out during this period. It also found
flaws 1n basic monitoring: financial data (actual expen-
diture) and outputs achieved were not documented or
were unavailable. Some of the larger NGOs are making
efforts to measure impact, but so far with limited results.

There are at least two aspects to this. In an area with a
high level of uncertainty and new policies, evaluation
should have been an important tool for critical and con-
tinuous learning. With a high level of decentralisation
and increased use of intermediaries for technical coop-
eration (e.g. twinning), accountability, checks and bal-
ances in the form of supervision and control are much
needed.

5.2 Achievements at Lower or Higher Levels?

e  Activities aimed at addressing lower level con-
cerns (e.g. individual skills) are more likely to
achieve their short term objectives than those
aimed at higher level outcomes.

e Activities which successfully address lower level
concerns are less likely to achieve sustainable
improvements than those which successfully ad-
dress higher levels concerns.

Issues in Evaluation of Institutional Development

intention to become principally a financing and enabling
agency, requires a strong analytic and evaluation capac-
ity to justify such a role.

o Intangible output measures: It is difficult to de-
fine outputs and impacts and precisely measure
the success of an activity (e.g. the outcome of
placing a policy-adviser in the petroleum sector
in Mozambigque).

o Subjective perceptions or data derived from
proximate indicators tend to dominate.

. Multiple determinants of performance: It is diffi-
cult to disentangle effects of institutional devel-
opment efforts from other variables that contrib-
ute fo institutional performance.

There 1s broad agreement that activities at the level of
human resource development were more likely to
achieve short-term objectives than those aimed at orga-
nisational and system level outcomes. It was found that
lower level achievements (in human and organisational
development) were considerable, but there is a lack of
data on higher level outcomes and relevance. Most pro-
grammes have few explicit and measurable institutional
objectives, and macro-effects and relevance can mainly
be identified as unintended or accidental effects. The
case of Redd Barna in Zimbabwe examined in the NGO
Study indicates however, that progress in setting and
measuring objectives for the system level is feasible.

An important finding relating to the first hypothesis in
both the public and private channel study 1s that lower
level products are not less important for sustainable
improvement than higher level processes. Both are re-
quired and depend on each other, and lower level activ-
ities must be planned and implemented with reference to
higher level concerns in order to become relevant. It 1s
necessary to train individuals, but a proper planning
process must initially address broader institutional con-
cerns such as: training for what purpose, how and with
what content? The institutional concerns place the train-
ing in a long term development perspective. The same 1s
true for organisational development, which i1s a neces-
sary, but not sufficient condition for making a devel-
opment impact.

In the case of private firms and companies it was argued
that unless programmes met lower level objectives, e.g.
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that organisations are made effective and legitimate,
they could not meet any other either. With the types of
interventions which we have studied here, solid ground-
work needs to be done at the level of human and orga-
nisational development as a condition for change and
innovation at higher system levels. One level does not
exclude, but builds on the other and often interventions
are required at all levels simultaneously. In the case of
Geographical Information Systems® it is obvious that
the production of maps need to precede the use and
dissemination of the same. But the overall system per-
spective must also be present from the beginning to
clarify questions like «who are the main stakeholders,
who need what kind of maps to take what kind of
decisions, and what are the best and most cost-effective
ways to provide the necessary decision-making infor-
mation?»

5.3 Relevance and Macro-level QOutcomes

The ultimate evaluation-question is whether pro-
grammes contribute to the overarching aims of Norwe-
gian development assistance, namely sustainable devel-
opment and poverty reduction. And to what extent does
institutional development address, is relevant to or has
impact on issues like reforms in the central govern-
ments, decentralisation, private/public mix, privatisa-
tion of public enterprises, the formation of markets,
transaction costs 1n business, etc.

Case studies show that most programmes are not suffi-
ciently prepared with reference to higher level concerns
and overall objectives in Norwegian development aid.

The Study of Public Institutions finds in its survey of
Norwegian institutions that:

«...most projects primarily address issues at the oper-
ational level... The impact on higher level concerns....
is less frequent and less positive. In seven out of ten
projects the Norwegtan institution is satisfied with the
overall outcome, but with no reference to higher level
concerns. Most of the projects show that progress is
made in the area of technical and general compe-
rence., »

The Sokoine Study found that the collaboration had
focused on single professional issues and as such been
relatively effective, while links to broader socio-eco-
nomic, policy and institutional issues have been down-
played making the contributions less relevant.

*  Examined in the Indonesian case in the Private Sector Study.

«The collaboration has given priority to aspects
which are of only marginal importance in relation to
agricultural sector needs in Tanzania».

Within the same sector of research and similar political
and economic context, the institutional development
projects of Sokoine and the Institute of Development
Management (IDM) have very different relations with
stakeholders. The cooperation between IDM and Agder
College has actively related to network linkages and
macro-economic policies and emphasised the need to do
relevant research and training in order to develop legiti-
macy and long term sustainability, while the Sokoine-
NAU seem to have operated more in a vacuum.

In the Private Sector Study it is clear that all stakehold-
ers, and in particular the recipient country authorities,
view Institutional development as a key to sustainable
development. The Study concludes that interventions
could have considerable impact in terms of macro-eco-
nomic objectives of Norwegian development cooper-
ation, but that it is far too early to assess whether the
projects have had any impact, and in particular if pover-
ty reduction can be related to institutional development
pertaining to Norwegian funded projects.

There are no simple causal links between poverty reduc-
tion and institutional development. Such links are only
indirect. Poverty 18 a complex phenomena largely
shaped by factors that lie outside the scope of most
aid-programmes. The main point is that there are no
simple ways that monitoring and evaluation systems to
confirm whether such an impact has been achieved dur-
ing the life-time of a programme, or even during a few
years after it has come to an end.

This negative statement does not exclude systematic
assessment of the overall conditions of development, or
tracing multi-causal links between specific interventions
and over-arching objectives, but it is not possible to
verify results in such terms. There s also a need for
further studies with other designs to look more in-depth
and systematically at macro-level outcomes. This Study
pursued a deliberate bottom-up organisational approach
which only allowed an exploratory discussion of issues
of overall relevance and the macro-impact of institution-
al programmes.

NGOs have often lofty ambitions. In addition to their
work at the national level, all three Norwegian NGOs
studied clearly believe there is a higher, international
dimension to institutional development which they
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should address. Norwegian People’s Aid believes the
international economic system creates inequalities and
should be changed. Redd Barna promotes an interna-
tional movement based on the UN Convention on the
Rights of the Child. Norwegian Red Cross is a member
of an international movement whose capacity to mobil-
ise support throughout the world is central to its ability
to respond to disasters. Both Redd Barna and Red Cross
are actively working for institutional reform at the in-
ternational level, e.c. the Geneva Convention and the
Rights of the Child.

The NGO Study shows that Redd Barna Zimbabwe has
been successful in advancing its goals to alter the na-
tional institutional framework relating to child sexual
abuse. 22 local organisations are cooperating within a
network with that aim, The work has had an impact on
public attitudes towards the rights of the child and the
sexual abuse of children, and so begun the long process
of changing social norms and the informal institutional
structure of society.

But in general it is a dilemma for the NGOs that so far
they have no methods to critically monitor and evaluate
potential outcomes of high level intentions and objec-
tives, and few have even tried to find such methods.

Results for Whom?

In the Study of Public Institutions it was evident that the
Southern counterparts gained more than the Norwegian
institutions from the collaboration. A Northern provid-
er- Southern receiver relationship dominated thinking
and practice. In the NGO Study a rarer example is
recounted where the Development Fund in Norway
oains considerably from the relationship with its partner
organisation in Sri Lanka, in terms of credibility, experi-
ential learning, and assistance to other project partners
in the region. The Study of IDM — Agder College sug-
vests that there must be mutual advantages to the collab-
oration, and that such advantages can be found. In the
other case from Sokoine and Norwegian Agricultural
Universities the potential for mutual advantage has been
systematically reduced over ume.

5.4 Do Objectives Make a Difference?

e Differences in objectives and design have less of

an impact on institutional development than do
differences in organisational capacity to imple-
Ment programines.

Are policies and intentions overvalued? Do other factors
make a more significant impact on institutional devel-
opment? This hypothesis posits that objectives and in-
tentions have less impact than the organisations’ capac-
ity to implement programmes. In other words, outcomes
are determined by the process of implementation more
than by intentions and plans. This does not imply that
clear and relevant plans are unnecessary, but only that
they are insufficient for understanding and predicting
outcomes.

The Study of Public Institutions states that institutional
cooperation may have worked well despite the lack of
formal planning instruments and explicit objectives and
designs. Southern institutions argued also that the level
of ambition in formal plans was too high. In the private
channel a majority of private companies and consulting
firms had not adopted the theory of institutional devel-
opment. In practice, however, some companies were
involved in institutional development without using the
«correct» terminology. The NGO Study lacks informa-
tion to discuss the issue, but underlines the importance
of Southern partners’ capacity. On the other hand the
case studies also illustrate how important deliberate
plans and intentions are for creating awareness of new
and complex issues and preparing the ground for in-
novations. The common sense message 1s that what you
do is more important than what you say when it comes
to implementation, but ideas and plans mobilise and
guide the process in the first place.

5.5 Whose Results Count?

e There is frequent disagreement between Key
stakeholders on the relative importance of project
outcomes.

Are results in the eye of the beholder and are there
frequent disagreements between key stakeholders about
project results?

The Study of Public Institutions revealed that key stake-
holders tend to disagree on the relative importance of
outcomes in the sense that Southern institutions evaluate
projects more positively than their Norwegian counter-
parts. This is explained by differences in expectations
(more realistic perceptions in the South of what can be
achieved within the given time frame) rather than dis-
agreements on what constitutes positive results. The
Norwegian institutions often assess outcomes with ref-
erence to standards in their own institutions and NO-
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RAD with reference to broader development objectives
and both come up with less positive results.

The studies of Sokoine University and the private chan-
nel did not find major disagreements in the assessment
of outcomes, while conflicting interests and views are
quite common among value-based NGOs.

In general there is no strong and critical opposition to
institutional development and cooperation as practised
by Norwegian organisations. Problems and disagree-
ments exist, but not on policies, or in what is assessed as
valuable outcomes.

5.6 Value for Money?

How do costs compare to results? Do the case studies
prove that institutional development represents good
value for money or to what extent institutional cooper-
ation 1s more cost-effective than other forms of technical
cooperation? None of the studies examined cost-effec-
tiveness in any detail or came to firm conclusions. There
are several methodological problems 1in comparing and
measuring various technical cooperation instruments,
and more in-depth studies are required to provide more
detailed information. The studies however, presented
several relevant observations.

The Study of Public Institutions explains that actual
costs of technical cooperation have become more trans-
parent since Southern institutions began to administer
funds from NORAD. As such they have become in-
creasingly aware of the high costs of consultants, goods
and services from Norway. Many seem to look at it as
an inevitable part of the relationship with Norway, but
there are also examples of Southern institutions using
the high costs as an argument for seeking help else-
where.

The Study finds 1t difficult to compare the costs of
institutional twinning as a strategy for institutional de-
velopment with for instance the traditional individual
adviser. Institutional cooperation is found to be costly
and the cost per person year is likely to be higher due to
institutional overheads, but at the same time the range of
services provided is broader through the institutional
link. It 1s difficult to assess to what extent the broader
collaborative efforts (mutual visits, number of people
involved, etc.) add value in terms of improved impact —
or only costs,

The Sokoine Study concludes that the collaboration has
been very costly and based strictly on a cost-recovery

policy.

«The costs of educating the number of Masters and
Ph.D. students over the programme can be estimated
as being excessive, at least compared to available
Jigures from other projects for unit costs in producing
candidates abroad. »

The IDM-Agder College Study found another pattern
where costs look small partly because individual Agder
College staff members subsidise the project, mostly in
terms of opportunity costs and by following a low-cost
and egalitarian approach to travel and per diems. It
would be Interesting to discuss further if collaboration
agreements should be based on both partners’ willing-
ness to chip in resources, beyond the grant received and
bills reimbursed. Would counterpart funding foster
more genuine collegial and professional interest on both
sides, and also strengthen the sustainability of the coop-
eration? Or should twinning be based on a business-like
cost recovery policy for all activities?

Two findings relevant to the discussion of costs emerge
from the Study of Public Institutions. Firstly, that the
long term expert or adviser is still present as part of the
new twinning arrangements, and in some cases also
wanted by the Southern public agencies. The Norwe-
gian advisers are no longer hired by NORAD, but
recruited through the Norwegian twin and sometimes
outside its own ranks. The Southern organisations ex-
pressed appreciation for the better continuity, flexibility
and broader 1nstitutional backstopping in the twinning
arrangements, but simultaneously the need for contin-
ued physical presence of a coordinator — or mediator
between the Northern and Southern institution for twin-
ning to be effective.

Secondly, case studies indicate that institutional cooper-
ation 1s costly, and provides not necessarily «more value
for money» than other means of technical cooperation.
It is clear from the studies that twinning is not the only
effective strategy. It should be used cautiously and de-
liberately 1n cases and countries where Norwegian in-
stitutions have the skills and motivation and where there
1s a demand for and interest in the potential partner.
Others means of technical cooperation should also be
considered and not avoided as a matter of principle. The
mode of technical cooperation (e.g. whether twinning,
long term adviser, short term expert, etc.) seems to
engender more ideological discussion in Norway,



36

Part II: Hypotheses and Findings

whereas Southern countries are concerned with the type
of work that needs to be done, the financial resources
and the qualities of the adviser, etc.

It should also be mentioned that there are examples of
small collaborative arrangements in both the public sec-
tor and among NGOs where the cost is low, but where
the studies were not able to determine cost effective-
ness. Low cost is not a virtue in itself and does not
necessarily lead to better impact.

5.7 Continuation and Sustainability

e [Institutional cooperation ends when donor sup-
port discontinues,

This hypothesis states bluntly that continued collab-
oration depend on donor funding and is clearly con-
firmed in the Study of Public Institutions. Norwegian
partners have few incentives and financial opportunities
for sustained collaboration with Southern partners if
NORAD does not provide the funding. Some of the
research institutions would in principle have incentives
to continue, but they need someone to meet the costs.

The situation for NGOs is less easy to define and the
selected cases do not provide a test of the hypothesis,
but given the considerable public funding, the current
level of international NGO collaboration would most
likely be radically reduced if support ceases. Only orga-
nisations with a high level of domestic income from
members will be able to cope with dramatic cuts in
NORAD support. Another finding relates to what hap-
pens to a Southern NGO which «graduates» from fi-
nancial assistance from the Norwegian NGO (i.e. the
Norwegian NGO is the donor). Evidence from the NGO
Study suggests then that institutional cooperation does
not invariably end when donor support stops.

The hypothesis is not confirmed for private companies.
Firstly, there is a strong element of credit and not grants
in the sector. Secondly, private companies will continue
the cooperation as long as it is profitable regardless of
continued support from NORAD. Private consulting
firms have on the other hand no means to continue the
cooperation unless somebody pays for their services.

The NGO Study made some particular comments on the
issue of sustainability. If by «sustainability» we mean
lasting independence of foreign donors, many in the
NGO sector will be in trouble. Few NGOs 1n Sri Lanka

or in countries like Norway for that matter — are likely to
be sustainable in the sense that the organisations can
operate entirely on earned funds, as opposed to dona-
tions or grants. But sustainability has also other dimen-
sions. Financial independence may not be a realistic
goal for an NGO working with poor people 1n a poor
country. Institutional self-reliance in the sense that the
local NGO may direct or monitor its own work without
close oversight and training by the donor NGO, 1s a
more realistic target and an important step towards sus-
tainability

As a corollary to the issue of sustainability, the question
of «phasing out» arises. An aim of donors is often
complete withdrawal after a period of time. When part-
nership becomes the raison d’ditre of aid, the question of
sustainability is given a new logic. The whole idea of
mutual learning implies presence and partnership and
seen as a lasting relationship, where trust and stability
are central ingredients and ends in themselves.

6 EXPLANATIONS
o  What factors explain successful institutional de-
velopment?

So far we have limited knowledge of what makes 1n-
stitutional development succeed. There is a diversity of
internal and external factors that determine processes
and outcomes. It is important to record results, but we
also need to understand what factors contribute to suc-
cessful institutional development and how differences in
outcomes can be explained. Such information would be
the basis for future learning and improvements.

A series of ten explanations was set out in an attempt to
explore the observed variations in outcomes, It should
be noted that there is significant research on what makes
organisational development work, but much less on the
broader concept of institutional development.

The studies provide several interesting findings and pat-
terns, but the study design did not provide a sufficiently
satisfactory framework to test more systematically the
hypotheses. The sample of cases was relatively small,
and it is difficult to determine whether successful in-
stitutional development depends on a set of unique fac-
tors in every situation or can be explained by certain
basic variables which cut across context.
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6.1 Cooperation based on Southern Demands and
Initiatives
o  Successful institutional cooperation occurs when
cooperation is initiated by Southern organisations

and based on their demands, and not by Northern
donors and organisations.

There is a broad consensus in the studies that, when
cooperation is demand-driven (initiated from the South)
or where there are similar/like-minded commitments,
then institutional development can be more easily mo-
bilised. In the case of the Study of Public Institutions
and Private Consulting Firms evidence seem clear for
this. In the latter Study institutional development com-
ponents were also mostly initiated by Southern partners.

The Study of Public Institutions found that Southern
institutions often make the initial request to the Embas-
sy, while the Norwegian institutions are in control of
elaborating the joint programme. There is little evidence
of Norwegian institutions taking the first initiative them-
selves, but institutional cooperation can only partly be
demand driven since cooperation is tied to Norwegian
institutions.

At least two-thirds of the Norwegian twinned institu-
tions reported that their counterparts attached consid-
erable importance to the principle of recipient respon-
sibility and 80% considered that decisions were made
jointly by the cooperating institutions.

The survey carried out in the private sector study found
that cooperation was initiated by the Norwegian compa-
ny, their partner organisation, or both of them. Only
three companies stated that the initiative had come from
NORAD. In the case of private companies there was no
real evidence that demands were expressed by the recip-
ient country. For the NGO sector as such it was not
possible to generalise. The Sokoine Study provides no
evidence that commitment from the recipient was deci-
sive largely because the concept of institutional devel-
opment was formulated and advocated mainly from
NORAD Oslo.

6.2 The Role of Individuals

e  Successful institutional development happens
when collaboration is initiated and mobilised by
committed individuals, and later incorporated
and supported by broader network of actors and
organisational structures.

The commitment of individuals appeared to be an im-
portant factor in explaining the evolution of institutional
development and cooperation. The Study of Public In-
stitutions in particular emphasised the importance of the
committed individual.

«The survey confirms that one or a few individuals very
often play a vital role for the development of the pro-
jects. There is in other words a strong personal compo-
nent to the cooperation despite its institutional basis.
This makes the quality of the collaboration very depend-
ent on the personal qualifications of the individuals in-
volved.»

[t has to be recognised that many of the twinning ar-
rangements are relatively small in relation to the size of
the institutions. The number of people involved from
Norwegian institutions is less than ten in 90% of the
cases and somewhat higher in the Southern institutions.
They are therefore bound to depend on the commitment
of a few individuals who are experienced and special-
ised in international cooperation. An important finding
was also that twinning seldom exists in its «pure» in-
stitutional form. The case studies confirm that the classi-
cal «expert» 1s still very much alive — often as a part of a
twinning arrangement.

The case of Sokoine University 1s somewhat different.
The collaboration between the two universities was
originally mitiated by a group of researchers at the Agri-
cultural University of Norway whose primary interest
and training was not in institutional development, but in
turthering specific educational and research topics. The
strong 1nvolvement of individuals in preparing the
ground 1s quite natural and required, and in the Sokoine
case this is not criticised. It is, however, argued that the
collaboration could have profited greatly from involving
some management or Institutional development exper-
tise in addition to the researchers from Norway. The
same partners have also been together for 25 years
which 1s far too long. Diversity and flexibility would
have been better than such stability in relationships.

In the case of private consulting companies it is said that
sound individual commitment starts off institutional de-
velopment activities. For private companies the hypoth-
esis 1s rejected. Here market forces may be more impor-
tant than the efforts of individuals when it comes to
institutional development.

The individual factor plays a crucial role in both North-



38

Part Il: Hypotheses and Findings

ern and Southern NGOs. With less bureaucratic struc-
tures and traditions than in the public sector, NGOs are
open for individual initiative (and dominance) given
favourable opportunities for making a change. Several
Northern and Southern NGOs are still managed and
dominated by strong individuals.

6.3 Blueprint or Emergent Approaches

e Successful institutional development depends on
an emergent, step-by step approach based on con-
tinuous mutual adjustment in planning and imple-
mentation, and not a fixed blueprint activity.

Most NORAD funded projects adhere to a blueprint
planning principle, partly because NORAD'’s project
cycle procedures makes this necessary. On the other
hand institutional development 1s often characterised as
a slow, incremental learning process with activities that
are not repetitive, production-oriented and service-de-
livery focused (Morgan & Qualman,1996). It is further
argued that blueprints for institutional development are
not conducive to institutional change which needs to be
planned according to an alternative logic (Hirschman,
1993). This view is summed up in the following text
box.

Institutional Development as a Process

e Institutional development is a long term activity.

e Institution building is a process rather than a
blueprint activity. It cannot be programmed in
detail and requires flexibility and adapiiveness
on the part of the people involved, including
funders.

o Institutional development is not a mechanical
activity, but requires adaptiveness to the spectfic
political, cultural, economic contexts.

e Institutional development involves changes in
social relationships. This creates resistance,
which needs to be met with proactive political
support from leadership.

® There are generic skills that can assist in the
process of organisational change — those of the
organisation/management development special-
ist
(Morgan & Qualman, 1990).

The Study of Public Institutions found that most pro-
jects followed a blueprint approach. It points to the fact
that the use of a more flexible planning strategy would
necessitate a clearer definition of roles and responsib-
ilities between NORAD as a funder and coordinator on
the one hand, and the institutions responsible for the
planning and implementation on the other.

In the case of University cooperation in Tanzania and
the case of private consultants, the choice of approach
was important, but not decisive in explaining outcomes.
A flexible approach may not be possible between
twinned organisations who have to follow the require-
ments of formal state-to-state agreements. On the other
hand the Study of IDM’s collaboration with Agder Col-
lege found that:

«the slow pace and evolutionary nature of the first
phase of cooperation has no doubt been important in
establishing the trust and mutual confidence which
both parties have been insisting on.»

In the case of private firms, the hypothesis was con-
firmed as it was considered that institutional develop-

ment in the private sector was achieved incrementally.
With private consulting companies, one of the cases had
followed a blueprint approach and the other a flexible
one. Both had advantages and appeared to yield results.
It cannot be said that one works better than the other.

It is further emphasised that institutional development
has to rest on sound foundations. The private channel
study states that:

«It is useless to have a framework to discuss legisla-
tive proposals, if proposals are not produced. The
model of cooperation with the Bureau of Statistics
serves no purpose if the organisations do not produce
or use population statistics. Hence, the project’s
strategy to develop production of plans simultaneous-
Iy with, and even a little bit ahead of, institutional
links is probably both prudent and necessary.»

6.4 Cultural Training and Contextual Knowledge

e Institutional development occurs when both par-
ties are trained and have the skills to handle the
technical and social/cultural aspects of cooper-
ation.
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To what extent does effective management of cultural
differences contribute to successful institutional devel-
opment? There are obvious cultural differences between
Tanzania, Namibia, Mozambique, Zimbabwe, Sri Lan-
ka and Norway, and research has confirmed the impor-
tance of such cultural differences (Hofstede, 1991).

The Study of Public Institutions shows that the Southern
and Norwegian institutions do not find cultural differ-
ences to be significant. The Private Sector Study also
found that cultural differences are not decisive for ex-
plaining institutional development. This Study has how-
ever analysed another question: how the actors involved
cope with cultural differences. Companies have no
screening process to ensure that the wrong people are
not selected for international work, and few prepare
their staff for assignments abroad. Such formal proc-
esses are also absent when Norwegran public nstitu-
tions send people overseas.

[t appears that local personnel take on most of the bur-
den of bridging and managing the cultural divide and
not the Norwegian personnel. On the other hand the case
studies found that the cultural dimensions were not con-
sidered as critical determinants, either by Norwegian or
by Southern institutions. Norwegians were mostly well
received, perceived to be well qualified and culturally
sensitive™,

An Adapted Knowledge Base

To what extent does the knowledge base of the Norwe-
gian organisations make a difference? The Study of
Public Institutions found the competence and capacity
of Norwegian institutions to be very varied. They were
professionals in their own fields, but not development
institutions with knowledge and technology for prob-
lem-solving in less-developed countries. Neither were
they obvious partners in development simply by virtue
of being public institutions with domestic skills and
experience.

There are examples where the special conditions and
needs of partner institutions were not taken sufficiently
into consideration and unsuitable or inappropriate ad-

** The Private Sector Study referred to Palestinians informants
wondering whether Norwegians had some kind of Arab origin.
The Norwegian advisers emphasised cultural differences and
how cultural factors influence implementation while their coun-
terparts did not see any particular problems. Indonesians found
the Norwegians peculiar in their managerial style. Not in any
way negative, just different,

vice given. On the other hand several of the institutions
are well qualified and prepared for development work.
Variations in capacity and competence will always ex-
1st, but 1t 1s more problematic that NORAD’s initial
assessment of capacity and competence of the Norwe-
gian institutions was found to be inadequate.

The NGO Study underlines the fact that the new empha-
sis on institutional development places great demands
on the organisational capacity of the Northern partner.
Norwegian NGOs need to acquire new skills in orga-
nisational assessment, institutional development and
consultancy work. Some NGOs need to recruit new
categories of staff since personnel whose experience is
in emergency relief are not necessarily effective OD
facilitators.

6.5 Gender Differences

The gender dimensions in institutional development
was neither emphasised by the institutions involved or
by NORAD. This is partly reflected in the fact that most
data used in planning and monitoring of institutional
development projects i1s not gender disaggregated and
gender impact assessment is not systematically applied.

The Private Sector Study found not surprisingly that:

e Few female consultants have been used in any of
the projects. In most projects not more than 10% of
the consultants were female.

¢ In the Southern organisations women are in most
cases under-represented in number of total staff
and at management level. Women are more com-
mon at the middle management level and found in
positions related to personnel, administration or
training.

e  Neither the Norwegian company nor the partner
organisation have any policies or working methods
as to how to integrate the gender concern into their
programmes.

¢ NORAD maintained in interviews that they usually
do not demand that the issue of gender is a part of
the agreement between Norwegian companies and
their partners.

Efforts to address gender imbalances generally encom-
pass part of the thinking and actions of Norwegian
NGOs. However, this usually affects more the choice of
a project or partner organisation (e.g. women credit
projects and organisations) than the design and imple-
mentation of a capacity building project. Many Norwe-
gian NGOs (or individual staff members) are «gender-
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sensitive», but not competent in working through the
gender implications of the partnerships and capacity
building efforts.

6.6 The Role of Strong Organisations

o [nstitutional development succeed when the coun-
terparts are «strong» Southern organisations
(with high levels of efficiency and ability to man-
age change).

The studies do not provide sufficient data either to con-
firm or to reject this hypothesis. Private consulting firms
and public institutions depend more on «strong» coun-
terparts than private companies and NGOs. Unlike the
public channel NGOs and private companies can select
their own partners according to their preferences while
NORAD cannot avoid potentially inefficient public in-
stitutions in favour of others. In the discussion of the
cases from Namibia and Mozambique in the Study of
Public institutions it is said that strong organisations
may be better situated, but that the potential for change
is considerable in weak organisations.

6.7 Contextual Factors

e A relatively stabile and predictable environment
promotes institutional development.

In the Study of Public Institutions the importance of
external factors was less pronounced than expected. The
bureaucratic tradition is the factor that is most frequent-
ly rated as having a negative impact, more often than
political, cultural or economic factors.

The case studies however, demonstrated the importance
of context. In Namibia the policies, rules and legislative
frameworks are well developed. The situation in Mo-
zambique on the other hand is very different. The coun-
try has gone through a long period of war and instability,
the public sector has been weak and is currently under-
going fundamental changes — affecting most institution-
al development efforts. With reference to the volatile
situation the NGO Study notes that organisational
strengthening in Mozambique at best remains a «two-
step forward and one step back process».

Differences in context do not imply that institutional
development is needed and feasible only in stable con-
texts, but that strategies for institutional development
should adapt to and take such differences into account.

«Arguing that institutional development projects are
more likely to be efficient and achieve legitimacy in
stable and predictable political and economic con-
texts does not necessarily mean that the development
potential is stronger than in less stable and predici-
able environments. The current transition in Mozam-
bigque also indicates that volatile public structures
may be more adaptable to changes than established
bureaucracies in Namibia. What the cases demon-
strate is the importance of relating focus and rype of
intervention to the existing institutional capacity and
context. In Mozambique human resources and orga-
nisational development should have first priority. In
Namibia linkages to the external environment is more
relevant» (Study of Public Institutions).

The Private Sector Study could not confirm the hy-
pothesis while the NGO Study found significant var-
lations in goals, strategies and activities of institutional
development:

ewhich stem in large part from the differences in the
host country context. While Redd Barna is going
through a major change in policy and operational
approach, there remain very significant differences
across countries in Redd Barna programmes. »

From the cases studied, at least three aspects of the
national context warrant special mention. These are
whether the country is in a state of emergency, the
strength of the local civil society and the degree of
politicisation.

6.8 Role of the Donor

e [nstitutional development is promoted when there
is clear policy direction, but no strong supervision
and monitoring from NORAD.

A general finding is that the role of the donor — NORAD
— is an important factor in institutional development.
The critical variable is however, not more or less NO-
RAD involvement, but more on what roles NORAD
should play.

On the role NORAD has actually played there were
divided opinions. The Study of Public Institutions 1s
partially critical of NORAD’s role to date. The shift
towards institutional development is commended and
said to be more far-reaching than previous policy shifts
within NORAD. On the other hand NORAD appears
half-hearted about the shift and has given institutional
development less attention than other priorities.

The Norwegian institutions were critical of NORAD’s
role to date. Only 50% thought that NORAD had con-
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tributed constructively, 41% thought NORAD had taken
an active and constructive part in implementation and
only 33% thought NORAD's administrative structure
functioned properly. At Sokoine University NORAD
has not given clear policy direction on mstitutional de-
velopment until recently, but this has partly been recti-
fied in the new Project Document from 1996.

The discussion of the NORAD role in the Private Sector
Study seems valid for the twinning arrangements in the
public sector. Nine different, but complementary roles
were said to be available to NORAD.,

T

Potential Donor Roles

Financier — provides the financial resources.
Operator — carries out ihe actual work,

Co N O i b bai

Visionary — introduces and formulates the wdea or direction.
Network builder — creating, building and maintaining networks.
Contact broker — establishing links between organisations.

Operational controller — supervises the process of using and integrating the resources.
Tactical controller — monitors and checks if the objectives and targets are reached.
Strategic controller — examines the purpose and strategic interests.

I @ Teacher/informer - caretaker and disseminator of information.

It was found that NORAD seldom plays the role of
visionary and strategic controller in respect of institu-
tional development, but if the strategic intent of NO-
RAD i1s to be realised, it will be necessary to develop
such capacity. In the public channel, however, NORAD
has played a strong role in formulating vision and mobi-
lising new partners through the Norway axis.

In the private sector NORAD has played a marginal
network builder and contact broker role, while the oppo-
site 1s true in twinning. This role has a potential for
bringing in a broader spectrum of actors from Norwe-
glan soclety to participate in development cooperation.

If the overall intent concerning institutional develop-
ment 1s to be carried out in practice, it is necessary to
provide strategic inputs and control when projects are
formulated, financed and executed. NORAD has sel-
dom played this role of strategic controller in any of the
channels. NORAD should take on a leading role in
designing the overall assistance frameworks together
with other donors and the governments concerned.

NORAD’s role configuration should to a large extent
depend on circumstances. If a minimum package was to
be defined the role of visionary, financier and strategic
controller should be compulsory, while the network
builder, contact broker and informer would add value,
but would not be absolutely necessary. The role as oper-
ator 1s not relevant, and the nitty-gritty bureaucratic
controller should be avoided//~ to a larger extent than

|

today while the strategic support and evaluation func-
tions need to be strengthened in line with result-oriented
management.

At any rate, the principles of recipient orientation and
national ownership should not become an excuse for
reducing NORAD to a financial source and adminis-
trator. NORAD needs to take active donor responsibility
and provide support through the entire programme cy-
cle.

The cases show that the strategic intervention of NO-
RAD has contributed to change a programme (Sokoine
Agricultural University) or inserted and created the con-
ditions and framework for a comprehensive institutional
development programme (Physical planning in Pales-
tine). Institutional development would not have taken
place without the active support and involvement of the
donor.

The NGO Study could not provide a test of the hypothe-
sis as NORAD does not exercise close supervision and
control over any of the NGO programmes studied. NO-
RAD only influences NGO programmes indirectly. It is
an interesting observation that both the NGO and pri-
vate sector channels seem to be given more operational
autonomy than public institutions. The latter are fol-
lowed up directly by NORAD and considered more as
their extended arms while the former are independent,
self-managed organisations,
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In particular the Sokoine Study pointed to the need for a
further clarification of roles and responsibilities be-
tween NORAD Oslo and the Embassies, and between
NORAD and the Norwegian institutions.

« While most of the administrative responsibilities be-
tween NORAD-Oslo and NORAD-Dar-es-Salaam on
paper may appear clear, certain unsettled issues re-
main, such as who has the responsibility of monitor-
ing and supervising the programme. With the policy
of decentralisation, an increasing administrative and
supervisory burden has been left with NORAD-Dar,
staffed with only one professional assigned to this
task. This administrative system appears rather frag-
ile. In addition, linking up with NORAD-Oslo profes-
sional staff, able to assess professionally the various
components of the programme, has been weak.»

6.9 Sector Studies and Organisational
Assessments

e  Effective institutional development depends on
systematic sector studies and organisational as-
sessments for the selection of partners.

In principle selection of new institutions to be involved
in institutional cooperation should be based on analysis
of sector needs and opportunities to ensure that the
institutions are viable and relevant to the needs of their
own country, and on an assessment of capacities and
competencies of the potential Norwegian partners. To
ensure more sustainable results from investment, 1t ap-
pears to be important for a donor like NORAD to pro-
vide more of its support of institutions within such
broader frameworks of sector support programmes. But
it 1s necessary to understand the roles, functions and
underlying problems of institutions before any reforms
and changes are suggested and implemented. When the
problem is an institutional crises, other interventions
would be required than in a country with an acute short-
age of resources.

The Study of Public Institutions made the remark that
some of the public institutions had «lent themselves» to
NORAD in the sense of being obvious choices in one
sector. There is thus no screening process. So far no
assessments of institutions regarding professional com-
petence or their capacity and competence for devel-
opment work and institutional development have been
made. Initiatives are underway to rectify this situation.

# A feasibility study of issues relating to the ownership of a data-
base was carried out, but it was considered premature to in-
corporate findings in the project document.

All studies found a lack of initial assessment and this
was 1dentified as an important area for improvement.
Consequently, it is impossible to know the beneficial
effect of such studies on 1institutional development. In
the case of private firms, the Study doubts whether
NORAD could do much to identify and initiate industri-
al cooperation. In the case of private consulting compa-
nies the evidence 1s more ambiguous. Despite the huge
investments in the projects in Indonesia preliminary
studies relating to institutional development issues were
not carried out®, but in Palestine NORAD’s 1nitial plan-
ning was decisive in the design of the programme and
several institutional development components. A gener-
al lesson 1s that a complex phenomenon like institution-
al development does not happen «by default», but re-
quires systematic preparation, clear policy guidance,
proper assessment and studies of organisations and their
environments and ongoing evaluation.

7 COMPARISONS

7.1 Norwegian experience in an international
perspective

o  Observations and findings in comparable interna-
tional studies reveal similar patterns to the Nor-
wegian cases.

To what extent is Norwegian aid considered similar or
different compared to other countries? It was not a pri-
ority task, but all studies were asked to place their find-
ings in a comparative perspective. Observations were
limited and relatively general. Few other bilateral agen-
cies have emphasised and pursued the principles of re-
cipient responsibility and institutional cooperation as
thoroughly as NORAD has, but does this mean that
Norway provides «better» institutional development?
The new focus on institutions in development has led
several donors to prepare new policies and approaches
to institutional development, but there are less broad
empirical studies carried out which can be used to com-
pare results. At the level of policies some other donors
have more elaborate guidelines for institutional devel-
opment than NORAD, and a closer dialogue would be
useful, but in general it is considered an area in a state of
flux with more good questions than answers.

The general consensus is that Norwegian experience
tallies with that revealed in international findings. In the
Study of Public Institutions, findings were not dissimilar
to those made in a major international study (Cooper,
1984). Other donors are currently in the process of
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studying public twinning arrangements. For private
firms the extent of institutional development achieved is
quite similar to that reported by the World Bank. More
recent World Bank studies, however, point at more posi-
tive impacts of foreign investments than recorded from
Norwegian companies.

International studies of private consulting firms find
more institutional development components than in the
Survey of Norwegian firms. Those firms may not have
changed so rapidly in response to new policies, or their
programmes have not been analysed within the same
conceptual framework.

Recent developments among Norwegian NGOs follow
international trends, but institutional collaboration as an
independent development objective may have a higher
priority among Norwegian NGOs than among NGOs in
most OECD countries (Kruse et al., 1998).

The following observations are based on more limited
evidence: Individuals and organisations from Norway
are in general given a good initial reception because
they are Norwegian. Norway 1s still sufficiently small,
its economic «footprint» in the South, and the presence
of Norwegian corporate interests, are still relatively
modest. There are few concerns that Norwegian aid 1s
used as a lever for commercial interests or for some
hidden purpose. Norwegians seem to be aware that there
are important cultural differences, and try to be attuned
to this. The stereotype Norwegian 1s open, understand-
ing, and generous — sometimes to a fault, in that Norwe-
gians can be uncritical, «too supportive» and sometimes
naive.

Personnel from Southern Governments and organisa-
tions were often unaware of Norweglan policies and
changes in strategy, but they were well aware of differ-
ent donor behaviour and practices. The principle of re-
cipient responsibility 1s not well known, but is judged
through how it is implemented and how Norway differ
from other countries. The Norwegian aid 1s considered
to have the following positive characteristics:

e  Willingness to fund core/administrative/recurrent
COsLS.

o  Flexibility relative to most other countries.

Quick reaction/disbursement relative to many other
donors.

e Fewer reporting requirements than most other do-
NOors.

e Greater willingness to be the sole funder to orga-
nisations, projects or programmes.

Most of the above are virtues compared to other donors
and does not necessarily mean that Norwegian aid is
good. Norway has also put its mark on the potentially
progressive concept of «recipient responsibility» which
goes beyond «ownership», often translated by donors
into: «We want the recipient to develop a sense of
commitment to the actions we want the recipient to
undertake». According to recipient responsibility Nor-
way would have to accept that developing countries
have different and sometimes conflicting priorities.

Lastly, the NGO team observed how little disrespect
Norwegian NGOs had for NORAD and the Norwegian
government — a relationship which 1s much more tense
in other countries (e.g. Canada, the US, UK). This rea-
sonably open relationship between NORAD and Nor-
wegian NGOs could lead to constructive communica-
tion on policy direction and reasonably polite disagree-
ments on policy nuances, rather than rancorous fights
over fundamentals. Norwegian NGOs are more likely to
see the government policy as a shared agenda rather
than an imposition. However, this kind of relationship
would most likely not survive a severe and prolonged
cut in the country’s aid budget, or in the proportion of
aid delivered via the NGO channel.

7.2 Similarities and Differences between Channels

Evidence from the studies indicate significant differ-
ences between the channels regarding their receptivity
to institutional development approaches, and the likeli-
hood that the new approaches will feature centrally in
specific projects. In brief, development NGOs are «true
believers» and partnership 1s a general feature of their
work today. Public sector institutions seem open to the
new approaches and have made progress in concretising
institutional development, due to individuals involved,
demands from Southern partners and other situation
specific reasons. Private sector organisations on the oth-
er hand have not understood or have not been willing to
adopt the new development jargon, although they may
well promote activities that are consistent with institu-
tional development as long as these activities promote
their own objectives.

The links, cooperation and coordination between the
three channels and organisations were not studied di-
rectly, but few links and mechanisms of cooperation
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were observed in Norway. The channels are governed
by different rules and regulations and at the country
level no evidence were found of synergies from cooper-
ation and coordination taking place within a country
strategy framework.

The discussion of explanations in Chapter 7 indicates
that many of the common-sense assumptions on the
nature and process of institutional development may
have to be reconsidered. The origin, process and out-
comes are far more dependent on specific circumstances
than has been assumed.

There are a large number of important factors that ex-
plain variations in outcomes, and it 1s important to
search for and study such underlying factors. But the
very nature of institutional development makes such
knowledge less useful if a mechanical replication of one

set of factors 1s expected to produce similar results in
new contexts. The variables may be the same, but the
mix and interaction between factors depend heavily on
contextual differences. On the other hand awareness of
the process of institutional development and how differ-
ent factors come into play are useful for planners with
the ability to adapt critically such knowledge in new
sifuations.

The Study of Public Institutions suggests eight issues
(see the following box) which are found to be important
for a successful institutional development project in the
public sector. The same factors may not be applicable
for NGOs or private companies, but future studies could
identify and test the relevance of individual variables
and clusters of variables required in each channel.

What Makes a Good Institutional Cooperation Project?

e  (larification of policies.

A precondition for improved institutional develop-
ment projects is that NORAD clarifies its policy and
objectives, and makes sure that these are reflected in
the hierarchy of policy and program documents.

= Initial assessments.

More emphasis must be put on the initial assessment
of the competence and capacity of the Norwegian and
Southern institutions involved.

e  (Close communication.

Few institutional development projects are initiated
and planned by NORAD, the institution in Norway or
the institution in the South alone. The important thing
is to establish open communication with options for
participation and influence for the Southern pariner
at an early stage.

® Personal relations.

The study has clearly demonstrated the impaortance of
committed individuals for institutional development
projects. However, strong dependence on a few indi-
viduals makes the cooperation vulnerable. It is there-
fore vital to widen the scope of the cooperation to a
broad base of personal relations on all levels of the
institutions. It seems particularly important to involve
the top management at an early stage, in order to give
the cooperation the necessary legitimacy.

° Flexible planning.
Most projects adhere to a blue-print planning princi-
ple, partly because NORAD's project cyvecle proce-

dures makes this necessary and partly because it is a
convenient way to organise a project. It is necessary
to find a balance between the need for clear ob-
jectives and indicators of progress, and the need to be
flexible enough to change strategy when objectives
turn out to be irrelevant or difficult to fulfil.

e  Adapted professionalism

Despite the emphasis on the issue of institutional de-
velopment, the core of the twinning projects is trans-
fer of professional competence. A proper adaptation
of professional knowledge makes necessary a real
understanding of the political and economic context
the Southern institution is to relate to, the competence
and capacity of the institutions to absorb and use new
knowledge, and socio-cultural differences in percep-
tions and ways of life.

e  Long tern goals.

All experience indicates that institutional develop-
ment is a long term process. When relevant, longer
term projects should be carried out with a more care-
ful approach in terms of level of activity and costs.

o  Support adapted to capacity and needs.

The fact that institutions find themselves on different
levels of development must be taken into consider-
ation. Weaker institutions will often need support to
develop a basic competence in the organisation, while
stronger institutions will be in a position to focus on
output and the issue of legitimacy.
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PART lll: FINDINGS AND RECOMMENDATIONS

8. MAJOR FINDINGS

Concepts and intentions: Increased funding and
commitment to unclear objectives

1L

NORAD has continuously increased its support to
institutional development and institutional cooper-
ation. Within the public and NGO channels there
have been a discernible increase in the number of
actors and funding, while it has continued to be low
for private companies and consulting firms. There
is no data available to monitor more exactly actual
and changing levels of funding.

There is an increasing awareness and commitment
to institutional development in NORAD, among
public institutions and NGOs. The studies found
several promising cases in all channels of effective
institutional collaboration. But the understanding
of key concepts and objectives is still unclear. A
mixed terminology is in use where similar terms
have multiple meanings and few operational ob-
jectives allow organisations to target effectively
institutional development. In the private sector
channel however, few companies are aware of NO-
RAD’s institutional strategies and committed to the
long term development objectives.

Norwegian policy documents provide strong sup-
port for institutional development. The shift in NO-
RAD strategy provides overall direction, but fewer
insights into how institutional development should
be carried out. It is a priority which is left to each
channel and organisation to define. NORAD still
lacks an operational «policy of the middle range».
The shift towards institutional development and
extended use of Norwegian organisations is broad-
ly appreciated and is more far-reaching than previ-
ous policy shifts.

Institutional development efforts do not contradict
policies and interests among Southern partners. Ini-
tiatives for institutional development came just as
frequently from Southern institutions as from Nor-
wegian. Few Southern partners had been involved
in the discussion and evolution of new policies, and
to the extent that Southern partners were aware of
the shift, changes were well received and seen as an
opportunity to enhance national capacity.

Strategies and actions: Missing overall
development perspectives

6.

Institutional development tends to be equated with
provision of infrastructure and equipment, and hu-
man resources development (education and train-
ing), and does not address organisational linkages,
policy environments and macro-development.
There is increasing awareness that institutional de-
velopment goes beyond competence-building and
organisational development, but few cases address
the system levels effectively.

A strong focus on poverty alleviation requires an
approach where human and organisational devel-
opment is placed within an overall development
perspective — as a mean to more long term ends,
and where institutional development 1s also linked
to political processes.

New policies of institutional development have led
to more than symbolic changes, but the realities of
programmes tend to remain unaffected or to en-
counter problems In accommodating new ap-
proaches. Norwegian organisations wish to prior-
itise institutional development, but are so far not
using new opportunities effectively. This is partly
due to lack of operational strategies for how new
roles should be played and partly lack of skills and
experience with organisational and institutional de-
velopment in countries in the South.

Incentives and commitment to institutional cooper-
ation reflect differences between the channels, but
there 1s no general move towards commercial in-
centives. Public institutions report ideological rath-
er than commercial motives, while professional
and financial motives underpin collaboration be-
tween universities. Consulting firms have mostly
commercial motives and private companies find
few, if any incentives. The collaborative institu-
tional approaches are consistent with NGO values
and principles.

Relevance and outcomes: Lower level results —
weak empirical basis

10.

Systems for monitoring and evaluating institutional
development were not in place in any of the chan-
nels, and there were few standards by which to
assess quality, relevance and impact.

Activities at the level of human resources were
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12.

13.

more likely to achieve short-term objectives than
those aimed at higher level outcomes. Targets for
human resource development are often met, but
there 1s a lack of information about changes at
organisational and system levels.

Most programmes?® are not prepared with reference
to organisational and institutional concerns which
Southern institutions view as keys to sustainable
development. It was felt that interventions could
have considerable impact on macro-economic ob-
jectives, but that it is far too early to assess such
impact, and to what extent reduced levels of pover-
ty can be related to specific institutional devel-
opment efforts. The Private Sector Study examines
in particular the unintended systemic effects of
Norwegian companies and firms, discusses to what
extent the market could be defined as an institution,
and underlines the need to be aware of and analyse
how Norwegian funded projects influence the mar-
ket institution.

There 1s no real criticism against institutional coop-
eration from Southern institutions. Problems and
disagreements exist at operational, but not policy
levels. Southern public stakeholders tend to eval-
uate projects more positively than their Norwegian
counterparts which often assess outcomes with ref-
erence to their own standards, whilst NORAD fo-
cus so in terms of broader development objectives.
There are no firm conclusions on cost-effective-
ness in the studies. The public sector study found
institutional cooperation to be costly, and little evi-
dence that twinning provides «more value for mon-
ey» than other means of technical cooperation.
There are successful twinning-arrangements, but
the number has increased too fast, and new Norwe-
gian twins are not sufficiently prepared for oper-
ating in developing countries. Twinning should be
used in cases and countries where Norwegian in-
stitutions have comparative advantages, and where
there is a demand for particular Norwegian part-
ners. Other approaches to technical cooperation
should also be considered and not avoided as a
matter of principle. In line with the principle of
recipient responsibility twinning should not be re-
stricted to Norwegian institutions.

14. Institutional cooperation ends when donor support

discontinues. Sustained collaboration depends in
most cases on external funding.

Explanations: What makes institutional
development succeed?

15.

16.

17.

18.

19,

20.

21.

When cooperation is demand-driven (initiated
from the South) or where there are similar/like-
minded commitments, then institutional develop-
ment can be more easily mobilised.

Commitment by individuals appears to be an im-
portant factor explaining the evolution of institu-
tional development.

A process approach does not necessarily yield bet-
ter results than a blueprint plan. Most NORAD
funded projects adhere to a blueprint principle,
partly because NORAD’s procedures make this
necessary. The choice of approach is considered
important, but not decisive in explaining outcomes.
Cultural dimensions are not considered as critical
determinants by either Norwegian or Southern in-
stitutions. Norwegians were mostly well received,
perceived to be well qualified and culturally sensi-
tive and cooperative. On the other hand it is mostly
the Southern participants and not the Norwegian
personnel who have to bridge the cultural divide.

Competence and capacity within different Norwe-
gian institutions are very varied. Most public and
private institutions are professionals in their own
fields, but not development agencies with knowl-
edge and technology for problem-solving in less-
developed countries. Neither are they obvious or
exclusive partners for NORAD. There is no ade-
quate screening and assessment of Norwegian in-
stitutions.

Interventions are strongly influenced by the politi-
cal and economic context in which institutional
development takes place. This does not imply that
institutional development is only feasible in stable
countries, but that programmes must take different
levels of development into account, and prepare
strategies accordingly.

The role of the donor is an important factor. The
critical variable is, however, not more or less in-
volvement, but what strategic roles the donor plays.
The principle of recipient responsibility does not
exclude that NORAD takes an active responsibility
as a donor, and provides strategic support at critical

Junctures in the programme cycle.
22. Sector studies and initial assessment of institutional
iIssues were mussing in all channels, and pro-

*  This means there are exceptions like Redd Bama/TARSC and
Norwegian Redd Cross/SAPRC where there is information and
awareness of higher level outcomes.
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erammes suffered from with weak links between
analysis and action. A complex phenomenon like
institutional development does not happen «by de-
fault», but requires systematic preparation, clear
policy guidance, proper evaluation and studies of
organisations and their environments.

Comparisons: More institutional development -
not better?

23. Few bilateral agencies have emphasised the princi-
ples of recipient responsibility and institutional de-
velopment as forcibly as NORAD has, but no evi-
dence shows they are so far doing 1t better than
other agencies. Findings reveal similar patterns to
comparable international studies, except for private
firms which appear less involved in institutional
development. Recent developments among Nor-
wegian NGOs follow international trends, but there
is evidence that institutional cooperation as an In-
dependent development objective has a higher pri-
ority than among NGOs in most OECD countries.

24. Few links were observed between the three chan-
nels and organisations in Norway. The channels are
governed by different rules and regulations and at
the country level no evidence were found of syn-
ergies from cooperation and coordination taking
place within a country strategy framework.

25. The current involvement of Norwegian public in-
stitutions has several positive aspects, but there 18
no intrinsic correlation between institutional coop-
eration and institutional development. There 1s a
need to identify the conditions and criteria for a
positive correlation and to «hold back» in order to
avoid that Norwegian institutions lead the devel-
opment cooperation away from its basic goals and
become too dominant.

26. Evidence suggests that Norwegian organisations
are doing more institutional development, and are
probably doing it better than they did before. Are
they doing it well? It is too early to pronounce in
general terms, and while some of the cases studies
are encouraging, institutional development is not a
game that players can expect always to win.

*  The following list bulds on and extends the recommendations
included in the various sub-studies.

9 RECOMMENDATIONS

Institutional development captures activities at many
different levels of development cooperation and in-
volves actors from the highest policy-makers to oper-
ational managers. Recommendations are directed at
three levels in the system of Norwegian development
cooperation i.e. the Ministry of Foreign Affairs commis-
sioning this Study, NORAD, and the relevant Norwe-
gian institutions.’® The list is extensive and dialogue and
discussions during will prove what recommendations
are most relevant and useful.

9.1 Recommendations to the Ministry of Foreign
Affairs

Policy formulation and experimentation

I. Institutional development is an important key to
sustainable development, and closely linked to po-
litical and economic processes. Norwegian aid pol-
icies should continue to place high priority on ca-
pacity building, recipient responsibility, and part-
nership, and secure a high-level and predictable
funding with a strong emphasis on quality-im-
provements.

2. All development programmes should be prepared
with reference to broad institutional concerns at all
levels of society. Potential contlicts between
strengthening existing institutions, needs for in-
stitutional change and a strong focus on effective
poverty alleviation need to be addressed and dis-
cussed in the preparation of country assistance
frameworks.

3. The Ministry must address the existing conceptual
confusion and establish a common point of refer-
ence where a broad approach defines the relevant
levels and dimensions.

4. The Ministry should take the lead in the formula-
tion of a strategy for institutional development that
can serve as a guideline for NORAD’s more oper-
ational work. This needs also to work out priorities
in case of conflicts between objectives and themat-
ic areas. Institutional cooperation needs to be dis-
cussed both in light of the principle of recipient
responsibility and its effectiveness.

With few blueprints available, the Ministry should

allow and encourage experimentation with alterna-

tive institutional development approaches, discuss
and share experience with other like-minded coun-
tries, and maintain a continuous dialogue with

Southern governments and organisations receiving

Norwegian aid.

Lh
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Policy dissemination and discussions

6. The Ministry could play a stronger role in clar-

ifying Norwegian positions on institutional devel-
opment in international fora, as for example the
OECD and the UN agencies.

The Ministry should make sure that Norwegian
policies on institutional development are dissemi-
nated to all Embassies and decision makers in re-
cipient countries, and to personnel at Norwegian
Embassies in countries where NORAD has no rep-
resentation. Those Embassies should have access
to professional support in order to respond to issues
of institutional development in programmes that
emerge.

Policy monitoring and evaluation

8.

The Ministry should consider whether financial
targets can be developed to monitor priorities given
to thematic issues (like institutional development)
that cut across channels, regional and country pro-
grammes.

The Ministry should give a stronger emphasis on
evaluation of institutional development and in par-
ticular assess the degree of fulfilment of overall
Norwegian aid principles.

9.2. Recommendations to NORAD

Formulation of guidelines and strategies

10.

[ 1.

12,

13.

NORAD should prepare specific operational gui-
delines for its support to institutional development
in the various phases of the programme cycle. NO-
RAD should play an important role in designing
the overall assistance framework together with oth-
er donors and the governments concerned, and
strengthen the links between analysis and proposed
actions.

The three levels of human resources, organisational
and system development should be considered nec-
essary in improving institutional performance. All
programmes should not necessarily include all lev-
els, but the process of selecting levels of interven-
tion and programme components should start from
a system perspective.

Continuous learning should be an important part of
the strategy to promote institutional development
where NORAD maintains the direction, while at
the same time acknowledging the high level of
uncertainty and rapid change involved.
Institutional development is a long term activity,

and external support should also be long term and
predictable.

Ways and means of institutional development

14.

15.

16.

Institutional twinning should be seen as a means to
an end and chosen among other options if found to
be the most effective and efficient response to the
problem or issue at hand. Norwegian institutions
should be involved, provided that they have the
required skills and capacity to work in developing
countries. In line with the overall principle of recip-
ient orientation, Southern partners should not be
restricted to seek services and advice through Nor-
wegian partners. Alternative ways of providing
technical cooperation like promotion of interna-
tional and regional networking, including easier
access to professional associations, technical and
economic cooperation between developing coun-
tries, management training, support for the devel-
opment of regional and national training, strength-
ening of national consultancy and research institu-
tions, etc. should also be encouraged and tried in
addition to twinning.

Collaborative arrangements between two institu-
tions should be limited in time. Diversity and flex-
ibility would often be better than too much stability
in relationships.

NORAD should ensure that all channels and in-
stitutions are guided by and adhere to Norwegian
aid principles. Norwegian public institutions
should not be expected to become development
agencies, but to strengthen their awareness and
knowledge about development issues in general
and institutional development in particular. Private
firms have their own objectives, but should as long
as they receive aid subsidies be guided by and
contribute to long term development objectives.

Monitoring and evaluation

17.

18.

19,

For NORAD as a whole, quantitative indicators
should be developed that show allocations for in-
stitutional development. These must be identified,
bench-marking figures established and monitored
on a yearly basis.

Indicators to monitor the organisational and system
dimensions of institutional development also need
to be developed.

NORAD should systematically assess the capacity
and competence of Norwegian organisations, and
regularly review ongoing twinning arrangements.
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Clarification of roles and delegation of
responsibilities
20. NORAD should define its roles in relation to the

e

22

23

different channels and cooperating institutions, and
clarify whether the public, private and NGO chan-
nels should be directed differently, i.e. whether
private companies and NGOs should be more au-
tonomous vis & vis NORAD than public directo-
rates.

A minimum set of roles should be defined for
NORAD. The emphasis on recipient responsibility
needs to be supplemented with a stronger emphasis
on donor responsibility, It is not sufficient for NO-
RAD to be a financier and controller of institution-
al development, but it must take active part in
mutual strategic development and support at crit-
ical junctures in the programme cycle.

More responsibility and operational flexibility
should be given to the organisations involved,
while strengthening NORAD's strategic planning
and evaluation capacity.

NORAD should review the Project Cycle Manual
in order to give more scope for the Norwegian and
Southern institutions to plan and implement pro-
grammes. New ways of structuring the project cy-
cle which give more attention to experimentation
and adaptability, local commitment and organisa-
tional learning should be looked for.

Strengthened resource base and training

24.

NORAD should strengthen its own resource base
on institutional development and make it more vis-
ible and accessible to partners. NORAD should
also have access to a group experts on institutional
development issues, that could be used for eval-
uations and provide support to Norwegian orga-
nisations.

NORAD should provide basic, on-the-job, and fol-
low up training to all its staff members on in-
stitutional development. It should also ensure that
technical staff of Norwegian public and private
institutions involved receive necessary training in
order to improve the overall performance of the
input provided by Norway.*

Process research and networking

76. Two cases could be selected in order to test the

applicability of the broad approach to institutional
development advocated in this Study, and a proc-

17

The training should not necessarily be provided by NORAD.

ess-research component included in order to rec-
ord, analyse and disseminate experience.

27. NORAD should actively promote networking be-
tween organisations in the public, private and NGO
channels by establishing fora like the one for public
institutions.

9.3.Recommendations to Norwegian Organisations

Policy and identity issues

28. Institutions in all channels should discuss the basis,
content and implications of institutional develop-
ment and institutional cooperation:

a) Public sector institutions should consider and
decide whether they will pursue an interna-
tional agenda or not, adhere to Norwegian aid
strategies and strengthen their capacities as
development agencies,

b) Private sector firms need to enhance their
awareness and knowledge of what are Norwe-
gian aid principles, and to what extent current
programmes support such principles.

c) NGOs should systematically identify the oper-
ational consequences of being partner organisa-
tions, and develop appropriate technical skills and
working methods consistent with institutional de-
velopment.

29. The organisations should examine their aid pro-
grammes in light of the different levels and dimen-
sions of institutional development, define more
clearly their own comparative advantages and pri-
ority areas where they can contribute most.

Building competence and capacity for learning

30. Public and private institutions in particular should
put stronger emphasis on developing competence
and capacity for problem-solving in developing
countries. While retaining their primary emphasis
on technical competence, they need to acquire new
skills and become more professional with regard to
general development issues and institutional devel-
opment.

31. The organisations should strengthen their internal
networking and actively draw on skills and re-
sources available in other organisations. They
should also consider using outside expertise as a
bridge between Norwegian and Southern organisa-
tions, and in order to provide additional services.

32. The organisations should pay more attention to the
interaction with personnel in developing countries
and make a commitment to train their staff in cross-



50

Part I Findings and Recommendations

33.

cultural communication, and provide extensive
briefings on their destinations.

The organisations should be wary of standardised
approaches to institutional development and take
contextual differences into consideration when
programmes are planned.

34. Lastly, the organisations should not leave quality
control and evaluation to NORAD, but establish or
strengthen their own internal monitoring and eval-
uation systems.
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Annex 1: List of Common Hypotheses

A. CONCEPTS AND INTENTIONS

e What do the organisations say they will achieve
through institutional development?!

e To what extent are intentions clear, consistent and
shared between the cooperating organisations?

Hypotheses:

1. Norwegian organisations (involved in aid) are n-
creasingly engaged in institutional development
(changes in quantity), and there has been a gradual
shift in emphasis from physical to human and so-
cial capital (changes in quality).

2. Objectives are used with multiple meanings, are
unclear and difficult to measure.

3. The institutional development objectives of the
funder dominate those of the recipient throughout
the chain,

B. STRATEGIES AND ACTIONS

e How are intentions operationalised and carried
out? (e.g. what is carried out under the heading of
institutional development?)

e To what extent are strategies and actions coherent,
adequate and relevant?

Hypotheses:

4, There are few relevant operationalised objectives
that allow organisations to effectively target in-
stitutional development.

5. Institutional development is mostly understood as
support to specific organisations, and refer seldom
to strengthening of organisational linkages, sector
or system support.

6. Most of what is carried out as institutional devel-
opment represents transfer of hardware and tech-
nical knowledge, and is not specifically geared to-
wards human and organisational capacity building
in the recipient organisations.

7. In spite of new policy directions which emphasise
institutional development the realities of pro-
grammes remain the same.

8. There is a movement from value driven to com-
mercially driven incentives in institutional devel-
opment ettorts.

' The main parties would be: NORAD, Northern and Southern

institutions.

C. RELEVANCE AND OUTCOMES

e To what extent are strategies and actions effective
(in reaching objectives) and efficient (outcomes
compared to costs)?

e  What are the outcomes at various levels? (see at-
tached diagram)

Hypotheses:

9. Systems for monitoring and evaluating changes in
institutional development are not in place, and
there are few benchmarks/standards to assess qual-
ity of performance.

10, The policy intentions (rhetoric) of institutional de-
velopment is not reflected in implementation.

1. Activities aimed at addressing lower level concerns
(e.g. individual skills) are more likely to achieve
their short term objectives than those aimed at
higher level outcomes.

12. Activities which successfully address lower level
concerns are less likely to achieve sustainable 1m-
provements than those which successfully address
higher levels concerns.

13. Differences in objectives and design have less of an
impact on institutional development than do differ-
ence in organisational capacity to implement pro-
orammes..

14. There is frequent disagreement between key stake-
holders on the relative importance of project out-
comes.

15. Institutional cooperation ends when donor support
discontinues.

D. EXPLANATIONS

e  What factors explain variation in outcomes?
e How do such factors promote or impede outcomes?

Hypotheses:

The following factors tend to promote institutional de-

velopment:

16. when cooperation is initiated by Southern orga-
nisations and based on their demands (demand dri-
ven), and not by Northern donors and organisations
(supply driven),

17. when Northern and Southern counterparts have
similar and not conflicting commitment to and/or
understanding of institutional development,

18. when collaboration is initiated and mobilised by
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19.

20.

21.

22,

23.

24.

45,

committed individuals, and later incorporated and
supported by broader network of actors and orga-
nisational structures,

when an emergent, flexible step by step approach
based on continuos mutual adjustment is followed
in planning and implementation, and not a fixed
blueprint strategy,

when both parties are trained and have the skills to
handle the technical and social/cultural aspects of
cooperation,

when there are «strong» Southern organisations
(with high levels of efficiency and ability to man-
age change),

when the external environment is relatively stabile
and not too turbulent and unpredictable,

when support from several donors to the same or-
ganisations are coordinated,

when there is clear policy direction, but no strong
supervision and monitoring from NORAD,

when the selection of cooperating partners is based
on systematic sector studies and organisational as-
sessments.

E. COMPARISONS

What 1s comparable international best practices?
How do experiences and results compare across
sectors/channels (e.g. between public, private and
voluntary)?

How do outcomes of alternative strategies for in-
stitutional development compare?

Hypotheses:

(a) Between countries

26.

Observations and findings in comparable interna-
tional studies reveal similar patterns as in the Nor-
wegian cases.

(b) Between sectors

27

28.

29,

30.

Aid organisations from different sectors have con-
sistent objectives in respect of institutional devel-
opment.

There are some key variables that explain variation
in outcomes in all channels.

There are specific factors in each channel that ex-
plain internal variation.

Local ownership and sustainability is generally
higher when the organisations are business-orient-
ed firms or value oriented NGOs than public in-
stitutions. (The structure of incentives are different
between the sectors.)

(c) Between strategies:

31.

32.

Institutional cooperation (twinning as opposed to
individual technical assistance) is based on the fol-
lowing assumptions:

a) stabile long term partnership as opposed to
short term contracts and/or funding of single
projects,

b) organisational continuity as opposed to indi-
vidual vulnerability

¢) access to broad organisational resources as
opposed to limited individual knowledge,

d) higher cost effectiveness than other forms of
international technical assistance.

Institutional cooperation (twinning) has a limited
impact on improving organisational performance
compared to other factors.
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Annex 2: Profiles of Sub-Studies

MFA Evaluation Report 1/98:

«TWINNING FOR DEVELOPMENT». INSTITUTIONAL COOPERATION BETWEEN PUBLIC

INSTITUTIONS IN NORWAY AND THE SOUTH.

Christian Michelsens Institute, Norway.

This Study examines the experience of institutional
cooperation between public and semi-public institutions
in Norway and the South. Altogether 35 Norwegian
public institutions are involved in over 100 institutional
development projects. 55 percent of these are larger
public institutions (directorates and authorities), while
45 percent are institutions of research and higher learn-
ing. The report is based on information and data from a
survey of the Norwegian public institutions and partner
institutions in the South, case studies of institutional
development projects in Namibia, Mozambique and
Tanzania in the sectors of oil, fish and higher education,
and interviews with staff from the Ministry of Foreign
Affairs, the NORAD Head Office and Norwegian em-
bassies.

The Role of NORAD

While general policy statements have been effectively
disseminated within NORAD, there have only been lim-
ited attempts to formulate more specific objectives and
suidelines. As a consequence, there is conceptual confu-
sion particularly as regards the difference between orga-
nisational and institutional development, and uncertain-
ty regarding the division of roles and responsibilities
between NORAD and the institutions in the South and
Norway. At the same time, institutional development
projects are planned and implemented within NORAD's
existing project cycle principles. This makes it difficult
to accommodate the roles and responsibilities of the
institutions themselves in the planning and implementa-
tion process. Having said this, a number of initiatives
have been taken to clarify policy implications.

Public Institutions as Agents of Aid

Norwegian public institutions differ considerably in ex-
perience, competence and capacity for development
work. Some have considerable experience, are involved
in a large number of projects and have separate units

working with development issues, while others have
limited experience and only a few individuals involved
in development work without an adequate institutional
basis. The individuals working with development issues
have a range of incentives for doing so, but the in-
stitutional commitment is not equally strong. Public in-
stitutions give precedence to their responsibilities in
Norway. While most of the institutions possess consid-
erable professional competence, they are not equally
forceful in pursuing Norwegian development goals and
the broader objectives of institutional development. At
the same time, they tend to argue that NORAD repre-
sents the main bottleneck for successful implementation
of the projects they are involved in and that more re-
sponsibility should be left to the institutions themselves.

The public institutions in the South are generally posi-
tive towards the cooperation with Norwegian organisa-
tions, but are only to a limited extent familiar with the
implications of the policy shift for their own role and
increasing responsibilities. They also have problems
separating NORAD and the Norwegian institutions as
agents of Norwegian development aid. The capacity of
the Southern institutions to absorb and use the human
and technical resources accessible though the twinning
agreements vary considerably. Some are also sceptical
towards including higher level concerns such as orga-
nisational change, management and relations with ex-
ternal stakeholders in projects involving foreign institu-
tions.

Institutional Development Projects

Despite the conceptual confusion and the unclear distri-
bution of roles and responsibilities, the institutions are
generally positive towards the institutional development
projects they are involved in. The Southern institutions
are normally more positive than their Norwegian part-
ners. The majority of the projects have been established
in the last 1-4 years, they are primarily but not only
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funded by NORAD, they have budgets of around 10
million NOK and are planned for periods of between
two and five years. The project period is significantly
lower than what is recommended for this type of project.
The projects involve a relatively large number of peo-
ple, and thus conform with the idea of institutional de-
velopment projects being something more than individ-
ually based technical assistance.

Institutional Development in the Sectors Oil, Fish
and Research

The case studies from Namibia, Mozambique and Tan-
zania largely confirm the general findings from the sur-
veys of Norwegian and Southern institutions. The rela-
tion with NORAD is seen as problematic particularly by
the Norwegian institutions, but the relations established
between the partner institutions are seen as positive and
constructive. The Southern institutions have a relatively
strong influence on the identification of objectives and
project activities, while the Norwegian institutions nor-
mally carry out the professional aspects of the twinning
arrangements. Again, however, the projects mainly re-
late to lower level concerns even though some of them
do have implications for the broader political and eco-
nomic context.

The cases also make it possible to assess the importance
of the political and economic context. More developed
and stable contexts (like Namibia) are most conducive
for institutional development efforts. At the same time,
however, the options for making substantial contribu-
tions to development are also evident in less developed
and stable contexts like Mozambique even though the
risk element is larger. Context is not decisive. In Tan-
zania the cooperation between Agder College and IDM
has fulfilled many of the objectives of institutional de-
velopment by relating actively to the external context,
while the relation between the Agricultural University
of Norway and Sokoine has enhanced research capacity
without making the research sufficiently relevant for the
agricultural sector and Tanzanian society,

Institutional Cooperation as a Development
Strategy

Norwegian public institutions are increasingly engaged
in institutional development, and there has been a shift

of emphasis from operational interventions and physical
outputs to development of human and social capital.

Concepts and intentions

While there is confusion at the conceptual level partic-
ularly related to the differences between organisational
and institutional development, the stated objectives in
individual projects are consistent and clear. However,
these tend to target lower level rather than higher level
concerns in institutional development. Both NORAD
and the public institutions need to sharpen their concep-
tual tools and their understanding of institutional devel-
opment. Even though the policy of institutional devel-
opment and twinning has been donor-driven, there is no
evidence to suggest that the institutional development
objectives of the Norwegian institutions dominate those
of the partner in the South.

Strategies and actions

There are few operational objectives that allow orga-
nisations to effectively target institutional development.
Interventions tend to concentrate on competence build-
ing and introduction of improved technologies and less
on improved administrative routines and accountable
leadership, and least on linkages between the institution
and the larger political and economic context. Much of
what 1s done is gap-filling in the production of tangible
outputs. This also contributes to institutional develop-
ment, but only when the recipient institution is closely
involved in the process. To develop a constructive rela-
tion between Norwegian and Southern institutions, it is
necessary to find a balance between longer-term resi-
dent advisers and shorter term consultants. Public in-
stitutions are not development institutions. NORAD
should make a close assessment of these institutions
competence and capacity for development work.

Relevance and outcomes

There are few standards to assess the outcome of in-
stitutional development projects, particularly as regards
higher level concerns (institutional efficiency and legiti-
macy). The problem is exacerbated by the discrepancy
between the relatively short project periods on the one
hand, and the time needed to ascertain impacts related to
networks, sectors and society at large on the other. As a
consequence, outcomes are most commonly measured
with respect to low level concerns and tangible outputs.
Stakeholders tend to disagree on the relative importance
of the outcome of institutional development projects,
partly because of differences in perceptions of context
and what is possible to accomplish. Despite the positive
assessment of institutional development projects by the
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institutions involved, institutional cooperation stops
when donor support discontinues.

What makes a good institutional development
project?

Following from the analysis set out above, a number of
issues are identified as important for a successful in-
stitutional development project. These include: 1) clar-
ification of policies and their implications; ii) initial

MFA Evaluation Report 2/98:

assessment of the cooperating institutions and political
and economic context; iii) a demand-driven process of
planning and implementation with close communication
between the partners; vi) establishment of personal rela-
tions between individuals with strong institutional back-
ing;; vii) establishment of long-term development goals
with reference to which all short-term interventions are
made; viii) a division of responsibilities where NORAD
takes on a guiding rather than an active role in project
development.

«INSTITUTIONAL COOPERATION BETWEEN SOKOINE AND NORWEGIAN AGRICULTURAL

UNIVERSITIES».

COWI, Denmark

The Norwegian government has provided support for
capacity building in education and research at Sokoine
University of Agricultural (SUA) in Tanzania for nearly
25 years. Around 250 mill. NOK has been granted for
this purpose, but the present study is the first systematic
assessment of the cooperation, which has been seen as
an institutional twinning arrangement between SUA and
the Agricultural University of Norway (AUN).

Capacity Building

The long lasting collaboration, funded by NORAD, has
been an expensive, but rather successful capacity build-
ing effort. The collaboration has provided significant
inputs allowing for a comparatively high intake of stu-
dents at various levels, and it has provided significant
opportunities in teaching and research. The faculties/
departments have now become self-contained Universi-
ty institutions, capable of carrying out education at vari-
ous levels, managing and priority setting. In addition to
the many undergraduate students, it is estimated that a
total of 131 Master students and around 30 PhD students
have received their degrees thanks to the Norwegian
programme support. A number of joint research projects
between SUA and AUN researchers have been initiated
over the years. The output from this collaborative re-
search in the form of articles and contributions to na-
tional and international journals is substantial.

Cost efficiency

The main objective of the collaboration has been to
support education and staff development, while the
main component budget wise has been infrastructure
development (equipment and, in particular, construction
of buildings). It has not been possible to calculate exact
unit costs of producing graduates at various levels.
However, the costs of producing the candidates gradu-
ated via the programme can be estimated as being ex-
cessive. With other programme priorities, both the num-
ber of students educated and the amount of research
carried out could have been substantially increased.

Donor dependency

For the year 1996/97, NORAD’s support to SUA was
48.1% of the total University budget, nearly equalling
the Government contribution to recurrent costs of the
University, and no less than 83% of total external (do-
nor) funding. The very high level of contributions from
Norway over a very long period of time makes it un-
likely that the capacity building efforts will ever become
sustainable. The Government is withholding funds in
expectation that donors might step in and compensate
for shortcomings, which they actually seem to have
done.
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Unbalanced support

In general, donor contributions to SUA have targeted
selected institutes/departments, rather than supporting
capacity building at the University at large. This unbal-
anced support structure may have hampered institution-
al development, as certain institutes or departments have
not been able to play their expected role in serving
agricultural sector needs, nor has the managerial capa-
bility of the University as such been strengthened. The
priority given to the Faculty of Forestry is not the result
of a well-conceived strategy adopted by NORAD, but
based on the preferences of key Norwegian persons
involved. For a long time this support was characterised
by a focus on plantation forestry and the use of exotic
species, rather than, for example, agro-forestry and the
use of indigenous species, with limited immediate value
for smallholders and their development needs.

For a very long period the activities have been following
a supply-driven, rather than demand-driven, approach to
capacity building in education and research. The collab-
oration has focused on single disciplinary issues, both
with SUA and AUN, while links to broader socio-eco-
nomic, policy and institutional issues have been down-
played.

Modes of Operation

In a first phase before 1986, the collaboration was char-
acterised by person-to-person contacts, gradually being
replaced by a combination of personal contacts and
institution-to-institution working modalities, while NO-
RAD was the third party in the triangle. The Norwegian

MFA Evaluation Report 3/98:

researchers attached to AUN had during this period an
important initiation-taking role to play, at the request of
NORAD. In a second phase, from 1986 to 1996, the
working modality was characterised by a more formal
institute-to-institute collaboration programme, with the
SUA partners taking on greater responsibilities and ini-
tiatives. With the framework agreement as of 1996, the
mode of operation has shifted towards SUA being re-
sponsible for programming, planning and implementa-
tion, based on a NORAD-to-University agreement,

The principles of recipient orientation of the collab-
oration have been increasingly at the fore in the gradual
evolution of the collaboration. With the implementation
of NORAD’s decentralisation policy, with management
responsibilities transferred to the Norwegian Embassy
in Dar es Salaam, and implementation, coordination and
accounting responsibilities transferred to SUA, manage-
ment has been reduced to a working modality between
NORAD-Dar and SUA management.

The collaboration has shifted in character, from a twin-
ning arrangement, to a situation where partners at AUN
take on a role primarily as consultants and/or service
providers, at the direct request of SUA partners. This
has strained some of the comparative advantages in
twinning arrangements, which has its rationale in a part-
nership constellation between researchers/ teachers in
the North and in the South. The role of AUN researchers
is becoming increasingly marginal. The primary reason
i1s that AUN researchers are too costly, so that budget
provisions, now handled directly by SUA, cannot sus-
tain these high costs.

«DEVELOPMENT THROUGH INSTITUTIONS. A STUDY OF PRIVATE COMPANIES AND

CONSULTING FIRM>.

ANDANTE, Sweden.

Extent of institutional development

In the two channels of private firms and private consult-
ing companies, there are relatively few activities that
can be called institutional development. Most organisa-
tions, including NORAD itself, use a definition which
equates organisational development with institutional
development. Using this definition, the total annual ex-

penditure on 1nstitutional development in the industrial
development department would amount to 55 million
NOK, or around 15% of the department’s total budget.
There are some 26 firms engaged in institutional devel-
opment (again with the use of the same definition), half
of which are private firms and half consulting compa-
nies. But the most common feature is that the firms
undertake feasibility studies, or deliver machinery and
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equipment, or undertake training programmes, with lit-
tle or no relation to institutional development.

The study found some promising examples of institu-
tional development, and was in particular looking for
examples of institutional development that go beyond
organisational development. The authorities in the re-
cipient countries have initiated these components, and
they often undertake them without much technical as-
sistance from their Norwegian partners. The demand for
cooperation is there, but NORAD and the Norwegian
firms are often slow to pick up the challenge. Private
firms and consulting companies can have positive roles
to play in institutional development, but much remains
to be done before these roles can be realised.

NORAD’s roles

NORAD has an important role to play, but needs clear
and consistent strategies at all levels. There is also a
need to develop capacity in institutional development
analysis, so as to assess projects, to monitor and follow
up, and maintain strategic control over activities. But
NORAD’s roles can shift considerably; there are cases
where a very extensive set of roles is necessary, and yet
at other times there is only need for a few strategic
Inputs.

A review of international experience indicates that the
achievements in institutional development are generally
low. It is a difficult intervention area, and many donor
agencies have gradually come to realise that their suc-
cess rates seldom are higher than some 25 — 30%. But
the more hardware oriented, and the more practically
oriented the projects are, the better do the institutional
development results tend to be.

Findings in respect of private consulting
companies

The three cases of private consulting firms, Geograph-
ical Information Systems (GIS) in Indonesia, Physical
planning and institutional development in Palestine and
Norconsult’s joint venture in Tanzania, show that it is
indeed possible, feasible and desirable to channel such
assistance through private consulting firms. The process
of technology transfer was designed in many different
ways, and most projects followed several ways to build
up individual competencies. One project had an elab-
orate formal training structure, with a heavy emphasis
on degree courses abroad. Yet another had a totally ad

hoc approach, with little formal, structured training but a
heavy emphasis on on-the-job training. Other projects
showed different types of counterpart arrangements.
The point is that all these approaches seemed to work
under the conditions pertaining on the particular project.
Successful technology transfer largely depends on care-
ful tailoring of the inputs to the conditions on each
particular project.

Similarly the organisational development on the pro-
jects followed different approaches. In one case, the
approach was largely determined by the legal frame-
work for interventions (Indonesia), which left consid-
erable question marks as to how the achievements are to
be sustained. The project organisation in the form of a
joint organisation between Norwegian and Indonesian
firms appears to promote effective and efficient imple-
mentation, but does not solve the long-range organisa-
tional issues. Overall, the organisational situation on all
projects was fluid. But it is a practical skill, and there is
a very practical bottom-line in terms of paying salaries,
renting office space, and managing services, which has
to be solved.

Systems development, or broader aspects of institution-
al development, were addressed in two of the three
cases, but in very different terms. One of the projects
had planned these activities and stipulated them in work
plans, but on the other the planning was very loose, and
depended on incremental learning, It is not possible to
say which will be more successful. The full effects
cannot be verified for many years to come, even though
both projects have to be commended for the efforts they
make.

Findings in respect of private firms

The three cases of private firms, Dyno’s joint venture in
Indonesia, TANELEC in Tanzania and Norplan’s coop-
eration with TANESCO, show that institutional devel-
opment is possible, feasible and desirable by means of
the private firm channel, although it is often neglected.
However, in comparison with the private consulting
companies channel, there are significant problems in
defining the appropriate level of locating the institution-
al development impact. It is interesting to speak of an
institutional development effect, in respect to the mar-
ket, both from the practical and from the theoretical
point of view. But the market is an elusive phenomenon,
and the interests of the firms do not necessarily lead to
the best market development impact.
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However, it is not only private firms which may have an
impact on market development. Governmental institu-
tions such as anti-trust authorities, price supervision
bodies, consumer ombudsmen, could also be targeted
for Norwegian development cooperation. But, these
would by definition constitute another channel, hence
there 1s a need to transcend the concept of channels in
these four studies of institutional development, and at
times to focus on economic and social sectors instead.

Technology transfer was generally not thoroughly
planned for by the actors in this channel. It occurred ad
hoc, and often the firm in the developing country had to
pay a large share of the costs. Much of the technology
transfer took the form of transfer of documents and
technical information. Organisational development also
took place ad hoc, and with a high degree of control
from the Norwegian firms. To understand technology
transfer and organisational development it is necessary
to leave the common framework of development assist-
ance project and instead realise that we are now dis-
cussing the internal corporate management of interna-
tional firms, which follows another logic.

NORAD is not much in evidence after they have ap-
proved the loan, or training grant, or whatever instru-
ment 1s used. There is a format for follow-up, which is
applied, but whether it has any real clout — or even
whether 1t should have any, is not evident in these cases.

Comparing the two channels

In conclusion, many of the common-sense assumptions
about the nature and process of institutional develop-
ment have to be reconsidered. The origin, process and
outcomes are far more dependent on specific circum-
stances than we tend to assume. The findings here are
generally supported by concepts and theories in the
sciences of organisatiqnal complexity, building on rapid
responses to emerging situations, organisational learn-
ing, and capacities for self organisation.

There are some differences between the two channels.
The private firms were often found to have clear and

commonly understood objectives for technology trans-
fer and organisational development. These objectives
followed from the integration of the subsidiaries in de-
veloping countries into the structures of multinational
firms. At the same time, the projects followed (ad hoc)
incremental steps in implementation, for example in
respect of personnel training and organisational devel-
opment. The organisations in developing countries often
shared significantly in the costs. Interestingly, compe-
tent individuals rather than strong organisational coun-
terparts seemed to be important for successful tech-
nology transfer and organisational development.

The private consulting firms, on the other hand, had
more problems with objectives and with measurement
of results. Blue-print approaches to project implementa-
tion also seemed to be doing rather well, contrary to
what one might expect. The local partner organisations
play a far more prominent role, both as clients in the
contract relationship and as the ultimate beneficiaries of
the interventions. The local organisations were very
aware of the necessity of institutional development, and
were the first to express a keen interest in such activities.
So in these respects we found significant differences
between the channels, differences that can be explained
by the nature and interest of firms, and the working of
competitive forces and governmental regulations.

But there are many instances in which the two channels
are similar. The study found no significant growth in
institutional development activities. It was generally ac-
knowledged that it was important to get the basic pro-
duction right before venturing into more elaborate orga-
nisational and institutional development activities.
However, these levels may be far more closely integrat-
ed than we commonly see in project designs. It is also
encouraging that institutional development can be un-
dertaken under turbulent conditions, and it is not neces-
sary to seek out stable and safe environments in order to
launch institutional development projects. In both chan-
nels significant convergence in the understanding of the
role and importance of institutional development was
found.
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MFA Evaluation Report 4/98:

«NGO STUDY ON INSTITUTIONAL DEVELOPMENT.»

North-South Institute, Canada

This document reports on a study of the institutional
development efforts promoted by Norwegian NGOs and

their partners in the South.

Methodology

The report is based on information and data from a
review of Norwegian aid policies plus the literature on
institutional development as these relate to NGOs, meet-
ings with a number of NGOs in Norway, Sweden, Den-
mark, and Britain to discover what approaches these
took to the development of counterparts and institutions

in the South, a survey of Norwegian NGOs and partner
organisations in the South and finally case studies of
institutional development projects in Mozambique,
Zimbabwe, and Sri Lanka. It must be emphasised that
the NGO team undertook a study rather than a full
evaluation. Given a tight schedule, the NGO team used
a «self-selection» approach by inviting Norwegian
NGOs to suggest cases which they believed to be in-
teresting and successful examples of institutional co-
operation; the selection was then finalised after the rele-
vant Southern organisations agreed to participate.

Norwegian NGO

Redd Barna

Counterpart Organisations

In Mozambique

In Zimbabwe

Ministry of Social
Welfare (Acgio Social)

Training & Research
Support Centre

In Sri Lanka

Sin Prabodha

MNorwegian Red Cross

Mozambigque Red Cross

Southern Africa Partnership
of Red Cross Societies

—
|

Norwegian People’s Aid

1. Zimbabwe Women's
Finance Trust

2. Zimbabwe Women's
Bureau

FORUT

Alcohol and Drug
Information Centre

The Development Fund

R T ———

The study aims to glean lessons from successful pro-
jects, and makes no claim that the cases described are
representative of NGO projects in general, in the focus
countries, or in the portfolio of projects supported by the
participating NGOs. The NGO team did, however, re-
ceive the full co-operation of the participating orga-
nisations, and supplemented the rich case study infor-
mation with data from its survey and literature review
before undertaking the analysis leading to its conclu-
sions and recommendations.

Literature review

The review of literature revealed a number of strands
which have direct relevance to the study of institutional
development promoted by NGOs. In brief these are:

Future in Our Hands
(Sri Lanka)

e increased awareness that laws, norms, and other
institutions comprising «the rules of the game»
have a tremendous impact on whether organisa-
tions and individuals will co-ordinate effectively to
promote development of a society;

e traditional methods employed to strengthen orga-
nisations and institutions are too costly and often
ineffective;

e NGOs are increasingly important in the interna-
tional aid system, and particularly so in some
Southern countries; and

e there is little hard evidence to support many of the
«articles of faith» concerning the comparative ad-
vantages of NGOs relative to other development
organisations.
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Norwegian aid policy

The NGO team found Norwegian aid policy is very
conducive to NGOs that wish to promote ID in the
South. This supportive policy environment is based in
part on the priorities given to institutional development,
recipient responsibility, and linkages between various
Norwegian NGOs and their natural partners in the
South. Also important however is a supportive funding
policy for Norwegian NGO activities, often on the basis
of multi-year «frame agreements» which provide rea-
sonable assurance concerning the level and duration of
funding. There is little evidence that the policy mix
outlined above is perceived by many in Norway's devel-
opment NGO community as an imposition. Indeed,
many Norwegian NGOs espoused a North-South part-
nership approach to development well before such pol-
icies assumed prominence in the country’s aid pro-
gramme.

Survey findings

The majority of Norwegian development NGOs, in-
cluding all the larger organisations, responded to the
survey.' In brief, the majority of NGOs reported that
they had introduced new policies on capacity building,
organmsational strengthening of counterparts, and part-
nership and that their support for institutional devel-
opment has been increasing. Over 90 percent of the
respondents reported that efforts to build capacities in
their Southern counterparts have resulted in positive
changes, such as increased participation, better dia-
logue, and (more modestly) enhanced awareness of en-
vironmental, gender, and human rights issues.

At the same time, survey responses suggest that many
Norwegian NGOs still focus their capacity building ef-
forts principally on the provision of funding, equipment,
and training to their Southern counterparts, rather than
taking a broader organisational development approach.
None of the Norwegian NGOs reported the use of spe-
cialised tools for organisational assessment or for the
diagnosis of specific performance constraints; rather,
they defined needs in the course of project or pro-
gramme reviews, or reacted to crises experienced by
their partners, or simply adopted an extended «getting-
to-know-you» process. Still, the survey data suggest

' We calculate that the responding organisations account for over
99 percent of the Norwegian bilateral assistance channelled
through Norwegian NGOs.

Norwegian NGOs are increasing their support for orga-
nisational consultancies, the development of local
sources of funding, and the use of local NGOs (service
organisations) that specialise in providing support ser-
vices to the country’s NGO community. As well, Nor-
wegian NGOs often provide support for networking
among Southern NGOs on a sectoral, national, or re-
gional basis, thereby attempting to institutionalise
Southern NGO communities.

Case studies

Team members examined a total of nine cases in the
three focus countries, Five Norwegian NGOs participa-
ted, along with eight Southern NGOs and one govern-
ment ministry. The Norwegian NGOs studied are es-
chewing direct implementation of projects in favour of
building capacities in local organisations and develop-
ing more robust relationships (partnerships) with local
counterparts which in turn are responsible for imple-
mentation. The participating Norwegian NGOs are also
active in fostering NGO networks at the national, secto-
ral, regional, and international levels, In one case, the
Norwegian NGO and its local counterparts are seeking
to change the national institutional framework (laws and
legal administration, cultural norms, support systems)
with respect to children’s rights,

The case studies strongly suggest that the local context
dictates to a significant degree the ID goals, strategies,
and activities pursued by Norwegian NGOs operating in
a country. Specific contextual factors of clear import are
(1) whether the country is in or emerging from a state of
emergency, (2) the vibrancy of the local NGO commu-
nity, and (3) the degree of political polarisation. For
example, Norwegian NGOs still assume direct imple-
mentation roles in emergency situations, and their abil-
ity to subsequently transfer responsibility to local coun-
terparts 1s largely based on the maturity and capacity of
the local NGO community.

While 1t 1s difficult to make firm pronouncements on the
basis of a limited number of cases examined over brief
duration, some of the cases seem extremely successful
and most have successful elements. A common but not
necessarily causal factor in the most successful cases is
that an adaptive approach had been used, which allowed
the Norwegian NGO and its local partner(s) to learn-by-
doing. While this observation may of course be an arte-
tact of the method used to select the cases for study (i.e.,
cases were not randomly selected by were suggested by
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Norwegian NGOs then confirmed with the Southern
counterparts), it also is consistent with the literature on
«best practice.»

Those Norwegian NGOs that are new to ID approaches
are also making great efforts to develop new capacities
within their own organisations. All the participating or-
ganisations are taking steps to learn how to better sup-
port 1D, capacity building, and partnerships, and in most
cases they are updating their corporate policies to better
reflect their recent experience. Most of the Norwegian
NGOs have been experimenting with strategic planning

and medium-term country programmes to ensure their
activities are coherent, consistent with their organisa-
tion’s strategic goals, and appropriate to the local con-
text. At the same time, none of the participating NGOs
appear to use formal organisational assessment or per-
formance diagnostic tools to supplement their under-
standing of what type of capacity building assistance 1s
most required by their Southern counterparts. In a few
cases, the Norwegian NGOs seem to have been slow in
offering specific types of technical expertise in addition
to funds, equipment, and general training.
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Annex 3: Norwegian Policies on Institutional Development

Like many other donors, the Norwegian government has
emphasised the concept of institutional development in
their aid policy for the 90ies. Institutional strengthening
or capacity building for sustamable development has
become a cornerstone and important rationale for Nor-
way's involvement in international development coop-
eration as a part of their strategy to focus on the recip-

Main components in the Norwegian development assistance are:

¢  the bilateral aid component, which this study
is focusing on, with pelicy framework set by the
Bilateral Department of the Ministry of Foreign
Affairs and implementation by NORAD, both
under the responsibility of the Minister for De-
velopment Cooperation;

e the emergency and political development
component, with policies and administration
both centred in the Political Affairs Department
of the Ministry of Foretgn Affairs under the re-
sponstbility of the Minister of Foreign Affairs
(From October 1997 also partly the Minister for
Development Cooperation).

¢  the NGO component, which is also included in
this Study, compromising some 80 organisa-
tions, a number of whom have major hwman,
logistical and financial resources, with funding
Sfrom both the bilateral system (NORAD) and the
emergency system (Political Affairs Department
of the Ministry)

=

Level of Strategies

We can identify strategies for institutional development
at four different levels in the Norwegian bilateral devel-
opment assistance. First, there are strategies expressed
through Government White Papers to the Parliament,
through the Expert Commission’s recommendations in
their Official Norwegian Report, and other channels to
communicate overall strategic intent. Second, there are
strategies formulated by NORAD itself, for guidance of
its entire operations. Third, different departments or
subdivisions within NORAD also establish strategies
for institutional development, and in theory these could
also be defined in respect of different instruments of
cooperation. Finally, the actors who are actually under-
taking projects, such as companies, consultants, public
organisations and NGOs, could themselves set strate-

ient’s responsibility in the development process. The
emphasis on institutional development seems to be the
combined outcome of a growing realisation of the im-
portance of organisations and institutions in the devel-
opment process, and frustration with the limited results
from other forms of development cooperation, including
technical assistance.

*  the multilateral component, with policies and
Junding for both Multilateral Development
Banks and United Nations (UN) agencies local-
ed in the Multilateral Department of the Minis-
try of Foreign Affairs under the responsibility of
the Minister of Development Cooperation.

e the NORFUND component, which will soon
become operative with a capital base that will
gradually be increased. This is the Norwegian
Government's Fund for Private Sector Devel-
opment in developing countries. Once NOR-
FUND is in place, the way should be clear for
increased investments by the Norwegian private
sector in developing countries. NORFUND has
an independent board appointed by the Minister
of Development Cooperation. However, the ex-
isting Department for Industrial Cooperation in
NORAD will continue it's activity.

gies for institutional development. Here we will identify
the strategies in existence at the first and second level,
and discuss these strategies, in terms of relevance, clar-
ity and consistency. We refer to the part-studies for a
review of the two other levels.

NORAD’s «Strategies for Development
Cooperation»

The history of Norwegian institutional cooperation and
organisational development dates back to the first devel-
opment decade. More recent perspectives, as reported in
major policy documents however, go back to 1989/90
when NORAD's «Strategies for Development Cooper-
ation» was presented. This strategy was based on the
Parliamentary White Papers St.m. no. 36 (1984/85) and
St.m. no. 34 (1986/87), in which the importance of
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strengthening key public and private institutions in de-
veloping countries was emphasised, while admitting to
the difficulty in separating technical aid and institutional
support.

The NORAD strategy emphasised a change from recip-
ient orientation to recipient responsibility in their aid
policy.

«Responsibility for own development presup-
poses robust, stable institutions. One of the
causes of donor dominance in international
cooperation (s the weak administrative structur-
es in developing countries. For the concept of
recipient responsibility to be meaningful, Nor-
wegian development contributions must also in
the future be used to enhance proficiency and to
reinforce public administrative capacity — in-
stitutional development — so that these institu-
tions can become independent of aid as far as
possible. »

In the same strategy paper it 1s stated that:

«NORAD must actively encourage participation
of Norwegian organisational and institutional
life in development work. By means of active
participation on the part of Norwegian orga-
nisations and institutions, NORAD will be able
to draw upon competence, capacity and re-
sources which we would otherwise not have ac-
cess to. Through increased external participa-
tion, Norwegian society and public opinion in
general will be enabled to identify themselves
more strongly with, and show greater apprecia-
tion of, Norwegian development cooperation
and the challenges and problems which this en-
tails. »

This focus on Norwegian participation was later pre-
sented as the «Norway axis»' in development cooper-

| In 1992 they introduced the term «Norwegian axis», later the
name is changed to the «Norway axiss.

«Strategy for NORAD s activities in institutional development
in developing countries.» It consists of 9 pages and has a title,
but no author nor any date, but it is referring to the stronger
emphasis on institutional development in the forthcoming Gov-
ernment White Paper no. 51 (1991/92). Its status in the orga-
nisation is thus uncertain to an external reader, and it 1s not clear
how it is disseminated. It is written in Norwegian, and the quota-
tions are our translations.

ation. The idea 1s that the main responsibility for plan-
ning, implementation and reporting rests with the coop-
erating partners, in Norway and in the recipient country,
while NORAD acts primarily as a source of funding and
coordinating body.

NORAD decided to reduce the recruitment of individual
Norwegian experts to work in partner countries, due to
the meagre results in knowledge transfer and experi-
ences of poor integration of aid efforts into national
institutions. The principal conclusion in the Nordic eval-
uation of technical assistance from 1988 was that tech-
nical assistance personnel were usually highly effective
in operational positions, but much less in transferring
skills and in contributing to institutional development
(Forss et.al. 1988). Professional expertise from Norway
was however still required, and NORAD changed its
approach and started to recruit Norwegian institutions
for entering into cooperation with similar organisations
in partner countries.

Apparently from the same period as the new NORAD
strategy, an internal NORAD memorandum presents
and elaborates a general strategy for institutional devel-
opment.? The paper confirms that the overriding ob-
jective of institutional development is to enable recip-
ient country institutions to perform their functions inde-
pendent of foreign assistance. Thus, institutional devel-
opment must be integrated in all essential parts of

NORAD’s activities.

Among such activities, the paper notes that the under-
standing and knowledge of institutional development
among NORAD’s personnel and advisers that are sent
abroad, must be strengthened. The «School for Devel-
opment Cooperation» has an important task here. It 1s
necessary to review administrative routines and project
assessments to make sure that institutional aspects are
assessed. It is also necessary to strengthen Norwegian
institutions that can be engaged in institutional cooper-
ation as this will be the main strategy for institutional
development.

Under the heading «strategic assumption», the paper
notes that there is often an imbalance between institu-
tions that engage in cooperation, and consequently it 1s
important that the recipient organisation must be given
the upper hand. It is necessary to accept that recipient
responsibilities must mean that NORAD's scope for
detailed control will diminish, the preparatory work
must be allowed to take its time. It is recommended that
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processes of cooperation should start at low levels of
ambition, and gradually be allowed to increase — if the
conditions are conducive to continued cooperation. NO-
RAD should only support projects where both parties
are committed to cooperation and where the Norwegian
institution 1s sufficiently staffed and qualified. There is
an objective that the cooperation should be able to con-
tinue also after the donor financing is terminated!

In sum, this document, as well as the others, proceeds on
the assumption that institutional development is similar
to organisational development. It certainly points at
weaknesses — both internal and external — to reach the
objectives, and it repeats and elaborates on these ob-
Jectives. It does not introduce any ideas or plans that are
contradictory to the other documents. On the other hand,
it does not really spell out in any more detail what
different sections should do, and as a strategy it is still
very general. Perhaps most surprising is that none of the
documents translates a priority area into financial terms.
What are the budgetary consequences, if any, of these
priorities? The last document explicitly says that in-
stitutional development should play a role in »all essen-
tial» activities of NORAD.

Another memorandum NORAD (1991) from July 1991
presents a more in-depth analysis of the public institu-
tions 1n developing countries, including effects like the
economic stagnation and the following structural ad-
justment programmes. NORAD should support the nec-
essary reform of the public sector and the strengthening
of the private sector and civil society. In such support
NORAD should avoid making donor controlled «is-
lands of capacity» with few prospects for a sustainable
future.

Without any precise definition of institutional devel-
opment they present their approach as a focus on quality
— how well the institution or the collaborating institu-

tions are functioning.

«Focus will therefore be on the way the institutions
are organising their activity in relation to their ob-
Jectives. To clarify which components are suitable for
assistance and how they relate we will split the term
into three areas for application:

1. adjustright The structure and «construction» of
the institution: management, administrative
lines, rules for decision making, mechanisms for
planning, contextual framework etc.;

2. adjustright human resources of the institution:
level of education, profile of competence, orga-

nisational culture and working conditions, etc.
crel

3. adjustright Material resources: Infrastructure,
equipment, maintenance, transport, etc.» (Our
translation. )

They conclude that there is a bias in NORAD’s in-
stitutional support as they have been focusing on point 2
and 3, infrastructure and human resource development.
The new policy should focus more on the organisational
1ssues, including the contextual framework. This new
orientation of the Norwegian policy implies a change
from long-term advisers to a more flexible, low-profile,
institution based assistance. This means shorter periods
over a longer period of time. This model should also
strengthen the responsibility of the recipient institution.

The memorandum also discusses modes of institutional
cooperation, priorities, the importance of the partner
dialogue and some criteria for the selection of institu-
tions. The support should focus on key institutions with
possibilities for wider influence, e.g. Ministry of Fi-
nance and Ministry of Planning, but also institutions at
district levels in a process of decentralisation. As orga-
nisational diversity is important in a democratisation
process support to NGOs is also included. Universities
and research institutions focusing on management, plan-
ning, organisational theory and economics should also
be prioritised. However, there 1s still no financial plan to
implement this new strategy.

White Paper No.51

In 1991 the Ministry of Foreign Affairs released White
Paper 51 (1991-92), «Trends in North South Relations
and Norwegian Cooperation with Developing Coun-
tries». The proposition initially notes that:

«if the recipient countries are to be in command of
their own development, and if they are to plan and
implement concrete programmes, it is often necessary
to increase the competence levels and the institutions
of the recipient countries. To a greater extent than
previously, it is necessary to emphasise capacity
building and institutional development, both as an
independent subject and as a part of other types of
development cooperation».

In their guidelines for the Norwegian policy for devel-
opment assistance we quote (Our translation and em-
phasis.):
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«The Government will:

e continue their strong emphasise of recipient ori-
entation in Norwegian aid policy. The cooper-
ation should be developed in accordance with
the developing countries own priority and plans.

eNorwegian development aid should increasingly be
based on recipient responsibility . This implies that
the recipient countries themselves are main respon-
sible for planning and execution of all developing
INIALives,

o to a larger degree concentrate on sector and
area programme in stead of isolated project aid.

o  focus on a continued dialogue with the recipient
governments about national political priorities,
objectives and conditions for Norwegian devel-
opment assistance. The importance of democra-
¢y, respect of human rights, good governance,
efficient use of resources, and a focus on income
distribution in the economic policy will be em-
phasised.

o  emphasise the necessity of enabling framework
conditions for an effective development assist-
ance and sustainable development, and in a
maore responsive way adapt the assistance to
changing conditions.

o  emphasise the support to activities that enable
the developing countries to meet the demands of
the recipient responsibility. Capacity building
and institutional development will be a key issue
in this effort.»

Based on this general assessment, the proposition pro-
ceeds to analyse capacity development, institutional de-
velopment and research on almost 5 pages’. We quote
selectively to capture the main flow of the argument.
The three concepts were cast as partly overlapping and
partly complementary areas of intervention. Capacity
development occurs primarily through education and
various types of training activities, research and on-the-
job experiences. Institutional development, on the other
hand, must take its staring point in institutional circum-
stances (e.g., administration, leadership, etc.).

The proposition confirms that institutional development
is a broad concept which covers different activities that
aim to strengthen the capacity of an organisation to
solve its tasks. It does not only concern public adminis-
tration, but also other public institutions in research and
education, and non governmental organisation, as for
example voluntary associations and trade unions. In-

Yo p.224-228 in White Paper 51 (1991-92),

stitutional development will often entail changes in or-
ganisational and administrative conditions to improve
efficiency and effectiveness. On some occasions it will
be necessary to change the competence profile or to add
to the competencies and/or the material resources of the
organisations.

In recent years there has been a growth 1n the extent of
directly cooperating organisations in Norway and the
recipient countries, both in public and private spheres,
universities, research institutes, and many others. The
proposition notes that institutional development has of-
ten been directly associated with the production of cer-
tain ends, it has not been an end or an objective in itself.
Institutional development has not received priority, and
thus the long-range effects and the sustainability of the
assistance has suffered. When the recipient organisation
has a well developed capacity a priori, then limited
intervention may be effective anyway, but when the
absorptive capacity is low, then it is necessary to take a
more comprehensive view of institutional development.

Support to institutional development should aim at 1m-
proving the structure and design of the institution (1.e.,
leadership, administrative structure, decision-making
systems, planning capacity, mandate, etc.), and the in-
stitutions human resources (educational levels and com-
petence profile, organisational culture and working en-
vironment), and its material resources (1.e., infrastruc-
ture, equipment, maintenance, transport, etc.). Support
to institutional development can consist of training pro-
grammes, institutional support, personnel assistance, 1n-
stitutional cooperation, or any combination of these
components.

Before an institutional development programme is ap-
proved, there must be a comprehensive evaluation of the
role that the recipient organisation plays in society, as
well as of its management and administrative structure,
and its propensity to benefit and to embark on a change
and reform programme. In addition, support to institu-
tional development should be an integrated part of Nor-
weglan assistance to the country.

Public administration has a fundamental role to play in
national development, and will therefore have prionty
as a recipient of institutional cooperation. Primary im-
portance will be assigned to institutions with responsib-
ilities in planning and implementation of the country’s
development policy. The commercial sector is also im-
portant, and hence it 1s also possible to cooperate for the
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purpose of supporting rational and effective manage-
ment in commerce and industry. The Norwegian gov-
ernment also notes that development 1s a process in-
volving several actors, and hence it 1s also possible to
support institutions that articulate the interests of impor-
tant social concerns. In conclusion, the proposition as-
serts that the Government of Norway will:

= contribute to capacity development in connection
to particular Norwegian development cooperation
and also at more general levels in order to increase
the total educational and competence levels in the
developing countries,

e emphasise that women shall have access to educa-
tion and training at all levels,

e adapt the training, fellowship and personnel assist-
ance to local conditions. Increase the role of in-
stitutional cooperation,

e emphasise institutional development in the devel-
oping countries, in order for these countries to be in
a better position to manage their development,

e evaluate support to institutional development in the
light of conditions in each institution and its social
mission.

Support can be granted to both public and private orga-
nisations, and the proposition continues to discuss and
set strategies for research cooperation, which are of no
concern here.

There 1s no doubt that the proposition assigns a central
role to institutional development. The sheer amount of
text, and the rather detailed discussion the purpose of
institutional development leaves no doubt about that. It
1s also interesting to note that the proposition contains a
reflection on experiences to date. We should remember
that this was written in 1991, and thus reflects experi-
ences of the late 1980s. But it reads like a summary of
present experience as well. The proposition discusses
institutional development almost as synonymous to or-
ganisational development. All the examples 1t provides
are examples of typical organisational development in-
terventions, and the connection between institutional
development and training 1s very close in the text. There
are basically no sectors that are excluded, but priority is
assigned to central government functions. Also, no
channels are excluded, but the public sector is seen as
the main target of institutional development.

NORAD STRATEGY: PART I

To implement the new policies NORAD presented a
part two of their strategy in 1992, focusing on some
basic principles for bilateral development cooperation.
We quote section 4.7 Institutional development in its
entirety:

«Norwegian development cooperation must contrib-
ute towards strengthening institutions in partner
countries, so that in the longer term they will be able
to carry out their responsibilities independently of
foreign assistance. Such institutions may be in the
public, semi-public or private sectors, at central, re-
gional and local levels. Important measures will in-
clude:

o  supporting reforms and organisational devel-
opment which will increase the efficiency of the
public administration at the central, regional
and local level;

e supporting educational and research institu-
tions which may improve the supply of expertise
and knowledge which is lacking in important
public and private institutions;

e supporting the establishment and development
of institufions which may improve the function-
ing of business, industry and the market;

e  emphasising the importance of institutional con-
ditions for all development cooperation — if nec-
essary by making financial support conditional
upon the development of expertise and orga-
nisational changes,

s dentifving and evaluating those institutions in
partner countries which are suitable for Norwe-
gian assistance. There will be emphasis on
framework conditions and the possibilities for
development,

o  identifving and strengthening Norwegian insti-
tutions which are suitable for institutional coop-
eration in selected sectors;

e piving priority to using local expertise in pro-
Jects and programmes supported by Norway;

® supporting training programmes, with partic-
ular emphasis on organisational development,
administration and management training.

Support for institutional development will normally
have a long-term perspective. It will require not only
detailed knowledge of the institutions which we coop-
erate, but also knowledge of administration, manage-
ment and leadership.
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In selecting the type of cooperation to be provided,
there must always be emphasis on the ability to con-
tinue the activities of the institution in question at a
satisfactory level after the professional and economic
assistance have been phased out. Support for the es-
tablishment of parallel administrative systems must

be avoided.

On certain conditions, budgetary support may be pro-
vided to cover wages and operating costs at an in-
stitution for a limited period of time. Support of this
rype must not be provided if it is likely 1o prevent
necessary organisational changes, or the costs cannot
be covered by the institutions themselves at a later
stage.» (NORAD, Strategies for Development Coop-
eration, Basic Principles, Edited 1992)

In chapter 6.3 about institutional cooperation NORAD
state that:

«the purpose of institutional cooperation is lo create
viable institutions in our partner countries through
direct cooperation between institutions in Norway
and pariner countries, or between developing coun-
tries. Cooperation agreements may be entered into
with public institutions and administratively bodies,
non-governmental organisations and commercial en-
ferprises.

In considering suitable institutions there will be em-
phasis on the following:

e  Norwegian organisations laking part in such
cooperation must have a thorough understand-
ing of the current principles of Norwegian de-
velopment cooperation, of conditions in the
partner country and of the institutions with
which they are cooperating.

e  The Norwegian institution must have sufficient
professional expertise and staff capacity to be of
benefit to the cooperating organisation. Howey-
er, we must also ensure that Norwegian exper-
tise is strengthened and maintained with a view
to future cooperation.

e  There must be evidence of a real interest in, and
willingness to enter into, binding cooperation on
the part of the management of the institutions on
both sides.

It must be ensured that cooperation takes place on as
equal a footing as possible. This means that plenty of
time must be allowed for the preparatory stages, and
that we must adapt to the recipient's capacity for
making use of such cooperation. The centre of gravity
of cooperation must rest with the pariner in cooper-
ation.

Today the Foreign Service Institute

Institutional cooperation will often be supplemented
with other forms of development cooperation, e.g,
more traditional technical assistance, equipment, etc.
However, in the long term, institutional cooperation
is expected to reduce the need for traditional tech-
nical assistance administered by NORAD. Agree-
ments on institutional cooperation are, in principle,
agreements between two institutions, but they must be
approved by NORAD and the authorities of the recip-
tent country. Agreements must be entered into at the
institutional level, and must contain clear guidelines
for responsibility.

In, principle, all types of development cooperation
funds may be used. Institutional cooperation between
non-governmental organisations is regulated through
NORAD’s agreement with Norwegian institutions,
while institutional cooperation within the university
and college sector is partly regulated by the agree-
ment that has been entered into between Norwegian
Universities and the development cooperation admin-
Istration. »

The term «Norway axis» in development cooperation 1s
now introduced for the first time whereas the content
was presented already in the 1990 strategy. The strategy
document does not define institutional development,
and as the text illustrates, almost any project or pro-
gramme intervention that has a training component or
some aspect of organisational development could be
termed institutional development. It is very general, and
the question if is it is too general to provide strategic
guidance.

TRAINING EFFORTS

In February 1993 Christian Michelsen Institute and
Centre for Development Studies, University of Bergen,
arranged a course in institutional understanding for NO-
RAD’s Training Centre for Development Cooperation
(Bistandsskolen)*. The course was a result of the 1990/
91 process that ended in the NORAD’s strategies for
bilateral development cooperation — Basic principles
(Part IT — 1992). In this process it was revealed a need to
strengthen the Norwegian partners and NORAD’s un-
derstanding of institutions in recipient countries. The
course was however evaluated as being to theoretical in
its focus and NORAD’s institutional adviser developed
the course further in cooperation with PA Consulting
presenting a new annual course in December 1994. The
new course had a more practical approach where cases
of institutional cooperation were presented and the par-
ticipants could exchange experiences from their work
with Southern institutions, primarily in public adminis-
tration.
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THE PUBLIC EXPERT COMMISSION 1995

The next document which 1s relevant to analyse 1s the
Public Commuission of 1995; «A Norwegian Develop-
ment Cooperation Policy for a Changing World» (NOU
1995: 5). Chapter 5, subsection 5.3.1 discusses the aim
and contents of a long-term programme for compe-
tence-, capacity- and 1nstitutional development. The
commission treats institutional development on two
pages, which thus receives relatively less emphasis than
in the previously mentioned proposition. But it is clearly
noted that institutional development is a priority area.
The commission points to the problem-solving capacity
as the key word, both at individual and organisational
levels, hence the reason to treat these subjects jointly.,
There are five main points made 1n the text.

o  First, institutional development can occur both at
local and national levels. There has been a tenden-
cy to emphasise central government institutions,
but it is equally important to engage in capacity
building at local levels, and the commission partic-
ularly mentions organisations like voluntary asso-
ciations, private firms, welfare societies, and oth-
ers.

¢  Second, the commission emphasises that the coop-
eration should aim at changing the development
framework and create enabling conditions. This
should be a priority, and should be connected to the
recipient’s responsibility.

e Third, it is better when cooperation can be built on
mutual advantages; that is, both donor and recip-
ient should gain. In the long run, this is said to lead
to more stable links and more sustainable patterns
of cooperation. It will also mean that more actors
from the Norwegian society can find a role in de-
velopment cooperation.

e  Fourth, poverty orientation should be the guiding
light, and it 1s important to identify and address the
mechanisms that create poverty in the developing
countries.

e Fifth, it appears logical to concentrate long-term
cooperation to a smaller sample of least developed
countries, where there 1s a NORAD representation.
This would be important in order to build up local
knowledge and contacts for institutional develop-
ment.

The Commission provides little guidance and strategic
insights on how to go about the task. In comparison to
the 1990/91 proposition, it changes direction somewhat,
as 1t de-emphasises the role of central government in-
stitutions. But as the Commission does not define what
it means with institutional development or how it relates
to the channels of cooperation, it 1s not quite certain how
it should be interpreted. Another change in comparison
to the proposition lies in the promotion of mutual bene-
fits. There appears to be a contradiction between the
concepts of mutual benefit and local institutions on the
one hand, and poverty orientation and addressing the
broader frameworks of development on the other hand.
But the text i1s not detailed enough to analyse how these
apparent contradictions could be resolved.

GOVERNMENT WHITE PAPER NO.19

The Government White Paper No. 19 (1995-96) which
mainly was based on the Commission’s report see ca-
pacity building and institutional development as prereq-
uisites for the ability of developing countries to take
responsibility for their own development. The devel-
opment of expertise and administrative capacity is also
important in order to prevent aid dependency. But, 1n
our view 1t adds little to the understanding and strategy
in respect of institutional development as these subjects
were treated in proposition 51.

The Government wishes to increasingly emphasise the
capacity building and institutional development as:

«past experience of cooperation between Norwegian
organisations and institutions and their counterparts
in developing countries has been good, and the Gov-
ernment wishes to ensure that this type of cooperation
is further developed. The Government wishes to pro-
mote broader areas of contact between the developing
countries and Norway with a view to ensuring that
cooperation takes place on more equal terms. Extend-
ed trade and economic cooperation will be essential
elements of this effort.» St.meld. no 19 (1995-96).

OTHER REPORTS AND EVALUATIONS

In recent years both Norwegian MFA and NORAD
have commissioned papers and evaluations on the sub-
ject of institutional development. In 1990 a working
paper was produced for the evaluation department,
MFA with a suggestion for evaluation of institutional
development and integration in development aid pro-
jects (Holdt, 1990). In 1993 the same department com-
missioned another working paper presenting the state of
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the art in institutional development (Engberg-Pedersen,
1993). Both papers were focused at the public adminis-
tration and more managerial sides of institutional devel-
opment, e.g. how to integrate it into the project cycle
and how to secure objects like effectiveness, participa-
tion, sustainability and accountability in institutional de-
velopment. Statskonsult (1995) on the other hand fo-
cused more on the internal process and clarification.

MFA Evaluation report 1.95 about Technical Cooper-
ation in Transition compares Norwegian policy and ex-
perience to other bilateral and multilateral donor experi-
ences. They state that:

«Norwegian policy on technical cooperation has
changed in accordance with the DAC principles. The
change is clearly visible in the new policy guidelines
from the Ministry of Foreign Affairs and the new
strategy of NORAD. The implementation of the new
profile on technical cooperation in Norwegian part-
ner countries in accordance with the political, eco-
nomic and institutional environment. »

The report continues with a discussion of institutional
cooperation as this is regarded the key to institutional
support in Norwegian policy, and ask whether institu-
tional cooperation in terms of twinning arrangements
will constitute the indispensable instrument it is expect-
ed to be, if it takes place without changing the profound
nature of the relation, They argue that the best possible
approach when the relation is unequal by nature, is to
recognise the inequalities by bringing real motives and
interests to the forefront.

The issue of vested interest is also touched upon. In the
case of twinning of profit-making institutions in the
private sector, commercial interests are obvious. The

same may also occur for public or semi-public institu-
tions acting both as advisors for NORAD, partners with
the Southern institutions and as an institution in search
for funding. NORAD is now trying to clarify how to
deal with the many roles the Norwegian actors must
play in a small country like Norway. NORAD has also
commissioned a manual for assessments of institutional
sustainability to improve the institutional development
effects of the many institutional cooperation projects.

NORAD - THE DRIVING FORCE

Normally the Ministry of Foreign Affairs defines the
policy for Norwegian development cooperation, where-
as NORAD is responsible for developing guidance to
the implementation of the policy. In the area of in-
stitutional development NORAD seems to have been
the initiating force. The change from recipient orien-
tation to recipient responsibility and the introduction of
the «Norway Axis» is examples where NORAD re-
formed the policy that was later incorporated into the
governments policy. NORAD on their side seems to be
influenced by Norwegian NGOs, by SIDA and other
bilateral donors and by the multilateral agencies.

This bottom-up approach may be one of the reasons
why there is no stringent use of the terminology, al-
though MFA sometimes seem even more confused than
NORAD about the concept. After eight years of imple-
mentation most people equate institutional cooperation
with institutional development and understand it as or-
ganisational development. However, the importance if
the systemic framework is gradually recognised in NO-
RAD and by the cooperating institutions.
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Annex 4: Institutional Development Statistics

A Comparison of OECD Data across Countries and over Time by Economic Area!

1. PREFACE

This paper is part of the background documentation
prepared for the evaluation of Norwegian support to
institutional development. The evaluation itself will rely
for the most part on case studies, and will not generate
any data regarding overall resource levels allocated to
institutional development.

The Secretariat of the Development Assistance Com-
mittee (DAC) of the OECD receives data annually from
all donors — bilateral aid agencies and multilateral lend-
ing 1nstitutions. The data are collected at the level of
individual aid activities in the Creditor Reporting Sys-
tem (CRS) and 1n the form of annual aggregates in the
DAC reporting system.

Institutional development is not separately 1dentifiable
in the annual DAC statistics. This paper therefore uses
the CRS data to look at the levels and trends in budget
allocations to the area of institutional development. As
noted in this paper, there are major problems with the
data which make 1t difficult to draw clear conclusions.
The information nonetheless may help put the eval-
uation of Norwegian aid to institutional development in
perspective.

2. DAC DATA

The Development Assistance Committee (DAC) of the
OECD maintains a DAC reporting system which gives
an overview of the tflow of aid resources provided by
bilateral donors and mululateral lending institutions.
The data are presented in the form of tables in an annual
report. These figures are largely aggregate numbers,
which do not provide much detail as to the use of funds.
In addition, the DAC also collects data on commut-
ments, which are defined as «a firm obligation to furnish
resources of a specified amount under specified finan-
cial terms and conditions for specified purposes for the
benefit of a recipient country, expressed 1n an agreement
or equivalent contract undertaken by the government or
an official agency acting on its behalf».

' This document has been prepared by Arne Disch, Nordic Con-
sulting Group

The data therefore represent formal agreements between
the donor and recipient which are necessarily based on
estimated project budgets. These data, which contain a
lot more detail on the various activities to be undertaken,
are put together in the so-called Creditor Reporting Sys-
tem (CRS), which are the data used in this analysis.

These data are put on the Internet by the DAC, where
they are available in the form the aid donors actually
present them, which is on a project by project basis.
They are to represent the best estimate of total project
expenditures through the lifetime of the activity — that is,
for they most part they are not annual budgets. For
technical reasons, some donors, such as the US, have
chosen to report the estimated expenditures for a given
year as a commitment. Some other countries, such as
Belgium, do not have commitment data available on
their internal systems, or these data are not reliable
enough, so these donors therefore report disbursements
in the CRS. In general, however, the data are thus nei-
ther on actual disbursements nor annual, which would
have given a more accurate picture of real resource
flows.

This presents certain problems with respect to the data,
in particular changes in annual disbursements for certain
aid categories. The coming on-line of a large multi-year
project or program can make the contributions of a
particular donor to that category «jump» considerably
compared to the previous year, though the actual flow of
resources will be smoother.

The projects are classified along several dimensions: by
donor, by recipient, by economic area or purpose of aid,
and by form of aid. The last two categories are identified
by a six-digit code developed by the DAC. This scheme
15 an internationally accepted standard which 1s to be
used by all, to ensure consistency in reporting over time
and to permit comparison between countries, Five digits
make up a purpose code, and a one-digit prefix shows
aid form.

The one-digit prefix identifies four different forms of
aid: (1) investment projects, (2) other resource provi-
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sions including commodities and supplies, (3) technical
cooperation or technical assistance (TA), and (4) pro-
gram aid or cash,

In this study, we are particularly concerned with tech-
nical assistance, which is largely the provision of ex-
pertise, training, fellowships, and small-scale equipment
and running costs linked to the provision of the TA. This
form of funding generally provides the «pure» form of
institutional development. As will be seen in the tables
later on, most of institutional development is in fact not
in the form of technical assistance, but other forms of
aid. This means that most of the financing tends to be for
buildings and equipment needed to develop and run the
institutions, rather than just the capacity building of the
personnel and systems development, which is what
«pure» institutional development is often considered to
focus on.

The classification of projects or funding by economic
area is what is of most concern in this study. The DAC
has developed a three- and five-digit classification sys-
tem, where the five-digit code simply builds on the
three-digit codes to give some more sophisticated classi-
fications.

The first three digits is the DAC-code most people are
familiar with, since this is the one used in the annual
DAC publications. The first two digits give the overall
economic area: «11: Education», «12: Health», etc. The
third digit gives sub-areas : «111: Education, Level Un-
specified», «112: Basic Education», «113: Secondary
Education», and so on.

The following two digits show main activity areas with-
in these three-digit sectors. Within category «111: Edu-
cation, Level Unspecified», there are four activity areas
identified: «11110: Basic education policy and adminis-
trative management», «11120: Education facilities and
training», «11130: Teacher training», and «11181: Edu-
cational research».

The last two digits follow a common scheme. This
ensures consistency across economic areas and sub-
areas, which permits aggregation. Codes ending with

:  Development Co-operation Directorate, Development Assist-
ance Committee: «Review of DAC Statistics. Reporting on the
Purpose of Aids». Prepared by Working Party on Statistical Prob-
lems. DCD/DAC/STAT(95)9/ Revision |. Paris, 21.03.1996, 42

pp-

xxx 10 refer to policy, planning and program aid, admin-
istration and institution building, advice, and so forth.
Other main categories end with 20, 30, 40 and 50, while
more detailed codes run from 61 through 79. Education,
training and research end in numbers from 81 through

89, while sector specific services have codes from 91
through 99,

The DAC provides fairly clear guidelines as to how data
should be classified. Just to cite two sets of examples
which are given in the latest DAC publication on the
matter?:

(i) Assistance to Ministry of Education to prepare an
education sector program:

The appropriate code is «11110: Education policy
and administrative management» and neither «gov-
ernment administration» nor «economic and devel-
opment planning»

Training of government officers in project prep-
aration:

The appropriate code is «15010: Economic and
development planning».

(ii) Construction of housing for experts working on an
agricultural development project:

The appropriate code is «31120: Agricultural de-
velopment» and not «housing policy and adminis-
trative management»

Construction of apartments in three cities:

The appropriate code is «16210: Housing policy
and administrative management».,

It is the last two digits which make the OECD data
interesting for this study, since they can provide In-
formation on how much is directed to institutional de-
velopment. At the same time, this detailed disaggrega-
tion creates classification problems.

Each project is classified according to its main activity
area only. Ideally, a project should be broken down
along two dimensions. On the one hand, a fairly broad-
based project such as a rural development program
might cover a number of sectors, and should therefore
have been classified according to different three-digit
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codes. In fact, the entire funding 1s now allocated to one
sector only. Secondly, within the activities of a sector,
some funding might be for construction of infrastruc-
ture, another part may be for institutional development,
while a third component may be research. Here the
funding should have been broken down by different
activities within a given sector (the last two digits of the
five-digit DAC code).

In practice, of course, it 1s not possible or practical to ask
for such detailed break-downs of the budget data. The
point is simply to note that the classification of a given
project’s budgets is problematic, and provides a serious
bias 1n the data which it i1s impossible to correct for,
because we do not have any way of estimating what the
«true» break-down of figures should be. Whereas some
of the biases presumably «wash out» in the aggregate,
clearly not all of them will. The biases furthermore
presumably vary from one donor to another, and have
undoubtedly also changed over time.

Whether a project is institution building or investment
related, for example, is not always easy to decide, de-
spite the OECD/DAC guidelines, since a project may
contain both aspects. Which one is chosen as the one
under which the project is classified is up to the donor
country’s project officer to decide. Today, «institutional
development» 1s considered «politically correct», per-
haps particularly in the Scandinavian countries. A pro-
ject which earlier was considered a rural development
program and classified as such (»31120: Agricultural
development»), can easily become an institutional de-
velopment program during the 1990s. The reverse of
course then also holds: a project which has always had a
strong institutional component was classified in former
years as investment related. These shifts in classification
tendencies create obvious problems when trying to com-
pare data over time.

A more vexing problem 1s the contradiction that the
more sophisticated the classification scheme, the more
arbitrary the classification. As long as there are only a
few sectors into which projects can be classified, it is
generally easy to place the various projects. One can at
the same time be reasonably certain that the classifica-
tion covers the entire financing within the project. Once
the scheme becomes more detailed, it is much more
difficult to decide where to place a particular project
within the overall classification system.

This problem is compounded by a lack of consistency in

classitfying activities. Whereas a project in most cases
retains its classification during its lifetime, if a new
phase of the same activity is agreed to, the classification
can change. In many cases, this is legitimate — the new
phase has a new emphasis with a new inputs composi-
tion.

In most cases, 1t is the desk officer handling a given
project at head office which provides the classification.
It 1s not clear what kinds of training and importance is
attached to this exercise, but for most it is presumably
just another chore which needs to be dispensed with as
quickly as possible when the deadline looms.

The DAC itself does try to question the classification
provided by the donors when there seem to be obvious
problems, but the capacity to do so is clearly limited.

The CRS data which were downloaded from the Internet
for this exercise covered the years 1980 through 1996.
The tables presented here cover the period 19871995
only. Data from previous years were quite poor, in part
because some of the current classifications were not
used at that ime. The 1996 data are patchy for a number
of donors, and thus of little help.

The data have been grouped into four categories: gener-
al planning and public administration; human resources/
social sectors; economic sectors; and infrastructure.
This classification is used partly to be consistent with
the breakdown of societal capital used in the other back-
ground paper on «Institutional Development and Trans-
action Costs». The annex tables thus provide informa-
tion on total aggregates, and then broken down into
these four categories,

3. NORWEGIAN AID DATA

NORAD maintains a database on all Norwegian aid
which 1s disbursed. This includes the funds which are
channeled through the multilateral system such as the
UN family and the various development banks. The data
are classified primarily according to which budget line
in the Norwegian budget they are allocated from, which
of course 1s different than the DAC classification
scheme.

The database provides very detailed and accurate fig-
ures on budgets and actual disbursement, and the Nor-
wegian data are quite up to date. The classification
scheme used makes it difficult to carry out the kind of
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analysis we would like to, however. The reason is that
there is very little in the way of purpose categorizations
in the database, since the data are basically used for
accounting and program management purposes and not
set up to be used for policy analysis. The database does
contain a two-digit version of the DAC three-digit codes
(»DAC main sector» and «DAC sub-sector»), but the
last two digits which indicate if an activity is for in-
stitutional development purposes are missing.

NORAD provided a complete set of data from 1980 till
1996, to make available a time series which was compa-
rable to the DAC data. An attempt was made to analyze
these data along the lines of the DAC numbers, since the
NORAD figures undoubtedly are more accurate.

The idea was to take the NORAD database outcomes
and compare them with the figures for Norway which
the DAC CRS-data would generate. This would provide
a test for the accuracy of the DAC figures, both with
regards to the classification of aid flows, as well as
overall aid levels. If there were serious discrepancies
between the two data series, particularly at the aggregate
level, this would be a serious warning regarding the
reliability of the DAC data.

Because the NORAD database does not have the activ-
ity identifiers, an attempt was used to classify projects
using the title of the projects as selection criterion. Pro-
jects with terms like «capacity building» or «institution-
al development» in their titles were selected, after pro-
jects first had been divided into the four main categories
used in the DAC-based tables.

A screening exercise along these lines proved extremely
time consuming and highly unsatisfactory. In the end, it
was found that the groupings of project expenditures
based on these selection criteria were not meaningful.
This part of the data analysis therefore had to be aban-
doned. This means that it unfortunately has not been
possible to use the better-quality Norwegian data to
provide a good picture of Norwegian aid to various

' Downloading the database turned out to be an extremely time
consuming and disk space intensive exercise. Because data are
stored project by project, it became impossible to download all
the activities. It was not possible to aggregate data directly on the
Internet, and then download aggregates, which created at one
point a serious problem, as the hard disk on the PC being used
could not handle the database. The DAC secretariat in fact had to
generate the aggregate data tables in Annex tables A.l1.b-e, for
which 1 am extremely grateful.

forms of institutional development. The hope was to get
a good time series providing an insight into the shifts in
the composition of institutional development support
across sectors. We were instead left with the less reliable
DAC figures.

4. THE FINDINGS

The CRS data for the period 1987-1995 were used.
Because of the variations from year to year, the three-
year averages for 1987-1989, 1990-92 and 1993-95
were used. This should get rid of some of the «noise» in
the data, though how much of total error is eliminated 1s
unclear.

In the first two tables, summary data are provided.
These data refer to only eight of the larger donors,
because those were the only countries for which com-
plete data sets were downloaded®.

These countries are Denmark, France, Germany, Japan,
Norway, Sweden, the United Kingdom, and the United
States. As can be seen from the attached annex tables,
there are considerable jumps in allocations to the same
category from one year to the next by some donors. This
is partly due to the problem noted above, of new large-
scale activities being approved in a given year which in
fact will generate multi-year expenditure streams. An-
other problem is that technical cooperation data on
France, Germany and Japan are considered incomplete
by the DAC. DAC believes this presents a particular
under-reporting problem for the «public administration»
and «human resources» sectors. The reporting during
the period has, however, been stable, so there 1s no
particular bias as far as trends are concerned. Coverage
for Denmark, Norway and the UK has improved during
the period used in this study, while that for Sweden has
in fact deteriorated.

The data in Table 1 show the nominal average value of
donor support to the four main sectors of public admin-
istration, human resources development, infrastructure,
and economic sectors. In addition is the total value of
aid by these donors, which includes other forms of aid,
such as budget support, emergency aid, and multi-secto-
ral or aid which could not be classified.

The first row in each three-year period shows the
amounts which were classified as «Institutional Devel-
opment» within each sector. The second line shows total
aid to the sector including institutional development,



74

Annex 4: Institutional Development Statistics

Table 1: Institutional Development by Major Donors as Share of Total Aid (USD 7000)

Period Category Public Admin Human Infrastructure  Economic Total
Resources Sectors

1987-89 Inst Dev't 83,532 329,089 914,712 818,264 2,145,597
Total sector 304,785 1,707,871 6,784,641 4,689,916 36,922,000
Share 27.4 % 19.3 % 13.5 % 17.4 % 58%

1990-92 Inst Dev’t 420,712 479,618 682,913 1,541,086 3,124,327
Total sector 652,973 2,361,366 7,904,097 4,858,631 42,235,000
Share 64.4 % 20.3 % 8.6 % 31.7 % 7.4 %

1993-95 Inst Dev’t 1,151,281 542,326 786,529 1,520,958 4,001,094
Total sector 1,499,946 3,482,793 10,790,967 3,944.913 36,505,000
Share 76.8 % 15.6 % 7.2 % 38.6 % 11.0 %

while the third line shows institutional development
expenditures as a share of the sector total®. The general
picture which emerges, is the following:

e Institutional development as a share of total aid has
risen continuously, and has almost doubled from
the 1987-89 average to the average six years later.

e The actual amounts involved have also doubled (as
the nominal aid value over the period remained

constant), from USD 2.1 billion to USD 4 billion —
a considerable amount.

 Institutional development as a share of total sector
aid is by far the largest in the area of planning and
public administration. The increase is in fact quite
astonishing, if the numbers are to be believed:
while the share in the first three-year period already
made up more than a quarter in the first three-year
period, in the last three-year period it represented
over three-fourths of the sector’s aid. At the same
time, this was the sector which grew the most in
relative terms: support to the sector grew almost
five times, support to institutional development
within the sector grew almost fourteen times.

e In the social sectors, institutional development has
hovered around 20 % of the total, falling slightly to

* The «Total» column for «Institutional Development» is not far
off from the sum of the allocations to the four sectors. The
«Total» for «Total Sector», however, is much higher than the
sum of the four sectors. This last sum is total recorded aid from
these eight countries, which thus includes all the various other
categories, which in the aggregate are quite large.

around 135 % in the last period, as the total aid to the
sector grew steadily.

¢ Inthe infrastructure sector, this kind of support has
fallen significantly and steadily over the period.
Why this 1s so is not clear, but might be linked to
the significant privatizations or transformations of
public infrastructure departments into utilities
which have taken place in the sector during the last
decade. This has reduced the need for institutional

support.

® The rapid rise for this kind of aid to the economic
sectors 1s more difficult to explain. Part of the story
is the overall stagnation of support to these areas
(the average support in the last period was less than
85 % of the nominal support in the first period — the
real value of course considerably less).

Given the data problems, one should not be too strong
when drawing conclusions. But a couple of features
stand out and seem to confirm the general impressions
many have of the shifts in donor support. In the first
place, institutional development is receiving a consid-
erably larger share of available resources than some
years ago. Secondly, the total volume of aid classified as
«institutional development» reaches billions of dollars.
The most surprising fact, if the data are to be believed, is
that institutional development is more important both as
a share of total sector resources and in the aggregate in
the economic sectors than in the social sectors.
Throughout the nine-year period, about three times as
much money has consistently been spent on institutional
development in the economic sectors compared with in
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Table 2: Technical Assistance to Institutional Development by Sector (USD *000)

Period Category Public Human Infrastructure Economic
Admin Resources Sectors

198789 TA/nstDev 2,326 13,203 24,245 6,356
TA/Sector 37,527 62,472 92,157 67,493
Share 6.2 % 21.1 % 26.3 % 9.4 %
Total sector 304,785 1,707,871 6,784,641 4,689,916
TA Share 12.3 % 3.7% 1.4 % 1.4 %

1990-92 TA/InstDev 22,517 68,181 20,214 14,249
TA/Sector 48,392 351,966 291,873 268,330
Share 46.5 % 19.4 % 6.9 % 5.3 %
Total sector 652,973 2,361,366 7,904,097 4,858,631
TA Share 1.4 % 14.9 % 3.7 % 55%

1993-95 TA/InstDev 29,953 51,520 71,598 39,712
TA/Sector 47,989 386,443 220,233 183,637
Share 62.4 % 133 % 325 % 21.6 %
Total sector 1,499,946 3,482,793 10,790,967 3,944 913
TA Share 32 % 11.1 % 2.0 % 4.7 %

human resources development, which on the face of it 15
a little difficult to understand-.

Table 2 below looks at the technical assistance compo-
nent of sector aid. The first row for each three year
period shows technical assistance, TA, to institutional
development, the second row shows total TA to the
sector, and the third shows the ratio of the first to the
second. The fourth row gives total aid to the sector, and
the fifth shows TA for the sector as a share of sector
total.

Several aspects of this table are surprising. The first 1s
that TA to institutional development in the public ad-
ministration area was so low in the first period. This
could have been due to misclassification (that 1s, many
donors did not break down their TA into that which
went to institutional development and that which was in
general for the sector). It is difficult to see why this
problem should be any greater in this sector than in the

15 One reason may be that donors want to promote the economic
sectors, and in particular private enterprise development, This,
though, poses problems, since government funds cannot be giv-
en as grants to entrepreneurs or other private actors. Instead, one
tries to support the sector through indirect means such as the
establishment of various institutions, training programs etc — and
also justifies some of the assistance by labelling it as «institu-
tional developments.

other three, however, where the shares seem more rea-
sonable.

TA to institutional development in this sector has grown
rapidly as a share of the total, now making up nearly two
thirds. The surprising thing, however, is that the total
rise in TA to this sector has been very limited over the
period — a little over 25 %.

TA in human resources development has grown more
than six-fold over that same period, tripled in the eco-
nomic sectors and up almost two and a half times in the
infrastructure sectors in nominal terms. The relative
share of TA going to public administration as a share of
all TA has therefore fallen during the period, which
seems counter-intuitive. Whereas this sector got 14 % of
all TA in the first period, it received less than 6 % during
the last three years.

Technical assistance as a share of all aid to the sector 1s
also surprisingly low in the public administration
sphere, and in fact has fallen continuously, from over
12 % in the first period to just over 3 % in the last one. It
has been more important in the human resources sector,
and as a share of total support only the infrastructure
sector shows a lower level during the last period looked
at. This again is counter-intuitive and merits some fur-
ther analysis before final conclusions should be drawn.
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Table 3: Norwegian Aid to Institutional Development as Share of Total Aid (USD ’000)

Category Public Admin Human Resources Infra-structure Economic Sectors
1987-89 Inst Dev't 792 9,613 9,886 11,476

Total sector 5,230 63,437 72,899 74,188

Share 15.1 % 15.2 9% 13.6 % 15.5 %
1990-92 Inst Dev't 4,618 11,297 23,348 1,272

Total sector 4,618 78,322 144,167 57,993

Share 100 % 14.4 % 16.2 % 12.5 %
1993-95 Inst Dev’t 16,467 33,203 11,728 13,991

Total sector 28,318 104,134 138,186 54,893

Share 58.2 % 31.9 % 8.5 G 25.5 %

Table 3 gives data for Norwegian aid in the same struc-
ture as for the group of eight donor countries in table 1.
While there are some differences, what is perhaps more
striking 1s how close Norway in general seems to be to
the overall pattern:

* The share of institutional development in public
administration has risen sharply, and is by far the
highest share during the last period.

¢ Institutional development is decreasing in impor-
tance 1n infrastructure, but increasing in the eco-
nomic sectors and (unlike the general trend) in the
social sectors.

 The share of total aid allocated to institutional de-
velopment 1s increasing, and in nominal terms
about two and a half times as much money is spent
on institutional development in the last period com-
pared with the first period.

Whereas one might perhaps have thought that Norway
was devoting a larger share of its resources to institu-
tional development than other donors, this overall does
not seem to be the case.

General Conclusions

Aid to institutional development makes up a signif-
icant share of all sectoral support.

The nise in assistance to institutional development
in public administration is particularly noticeable.
This supports the argument put forward in the com-
panion background paper entitled «Institutional
Development and Transaction Costs», that institu-
tional development in this sector merits particular
attention. It is clear that donors are putting more
emphasis on this aspect of public administration,
yet we do not seem to have good instruments for
measuring impact from this considerable invest-
ment.

Technical assistance as a share of institutional de-
velopment seems surprisingly small. This may be
more due to data problems, as much of the TA is
financed in larger projects which are not classified
as TA.

Norwegian support to institutional development
does not seem to be significantly different from
that of other donor countries with regards to distri-
butional patterns.
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