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FOREWORD

In 1988 Associates in Rural Development, Inc. (ARD), in collaboration with Indiana 
University's Workshop in Political Theory and Policy Analysis and the Maxwell School of 
Citizenship and Public Affairs at Syracuse University, began a research and development 
effort focused on decentralized public service provision. The Decentralization: Finance and 
Management Project (DFM), sponsored by the U.S. Agency for International Development 
(USAID), was designed to study problems associated with the failure of many development 
projects to achieve sustainable impacts particularly those in rural areas managed by central 
government agencies. The project's research agenda has analyzed a variety of institutional 
arrangements and resource mobilization strategies to determine their effects on the sustainable 
provision of rural roads, irrigation infrastructure, health and education services, and the 
management of renewable natural resources. Field investigations and desk studies have also 
analyzed broader decentralization policies and issues relating to local government operations 
and finance.

In the initial years of the project, a series of state-of-the-art papers were prepared on 
the principal sectors of inquiry. These reports included a thorough review of the relevant 
literature and established a framework for field-level analysis. These early studies were the 
basis for two published books, several journal articles, and numerous conference papers 
dealing \vith the problems of rural infrastructure and irrigation management. In addition to 
these core research products, numerous policy studies, field research initiatives, and project 
designs and evaluations were conducted at the request of USAID missions in Asia and Africa 
and the central bureaus of USAID/Washington. These efforts provided project research staff 
the opportunity to test and refine analytic methods and to demonstrate the utility of 
institutional analysis to a variety of development problems.

At the conclusion of this major effort covering seven years and 15 different countries, 
a series of final papers has been prepared that synthesize the cumulative research findings and 
lessons learned from the project. These include a report summarizing four years of research 
and analysis on governance and management of irrigation systems in Nepal; a synthesis of 
several years of research on economic and institutional policy reform in Cameroon; an 
analysis of DFM research on decentralized public^ service provision in Africa; a research 
synthesis on local governance and management of renewable natural resources; a paper on the 
concept of social capital and its implications for development; and a synthesis of research on 
rural road maintenance. In addition, the DFM legacy includes two papers providing practical 
project design guidelines in the areas of rural infrastructure and natural resources and a final 
report summarizing the project's principal research and development accomplishments.

The DFM project staff from ARD, the Workshop in Political Theory and Policy 
Analysis, and the Maxwell School extend their sincere appreciation for the sponsorship of this 
project by USAID. The Agency's research programs aimed at improving our understanding



of the development process and thereby the effectiveness of financial and technical assistance 
represent a significant contribution to the donor community and its partners in the developing 
world. Special recognition goes to Ken Kornher (formerly of AID's Bureau for Science and 
Technology, Office of Rural and Institutional Development) whose vision and support was 
key in the genesis of the DFM project. Ken and subsequent AID Project Officers, Tom 
Mehen, Theresa Ware, Joe Beausoleil and Patrick Fn'Piere were all instrumental forces in 
making this project a successful undertaking. We would also like to acknowledge and thank 
the dozens of colleagues from the academic and development assistance communities as well 
as the citizens and representatives of host countries who have participated in our enterprise. 
Our group has learned a great deal from this project, much of which is reflected in this final 
series of documents. We hope that this learning experience has also benefitted our 
collaborators in the U.S. and abroad.

IV



I. OVERVIEW 

A. Origins of the Project

The Decentralization: Finance and Management (DFM) project was designed to address the 
pervasive problems associated with the failure of centralized governments to adequately 
provide basic public goods and services and to institute effective policies for the management 
of common pool resources in rural areas of developing countries. As a research and 
development (R&D) project, the DFM scope of work called for: theoretical and applied 
research, policy analysis, technical assistance, training, and information dissemination. In 
implementing these activities, the project has applied new analytic approaches from an 
emerging body of theory in the social sciences to study institutional arrangements and how 
they affect the problem-solving capabilities of local communities and governments'. The 
primary objective of DFM was therefore to advance theory, knowledge and method for 
improving provision and production of public services and the management of renewable 
natural resources in rural areas on a sustainable basis.

Following a competitive procurement process, Associates in Rural Development, Inc. (ARD) 
of Burlington, Vermont was awarded a five year contract to implement the project's R&D 
program. 2 ARD was joined in this effort by two collaborating university institutions; the 
Workshop in Political Theory and Policy Analysis at Indiana University (IU), and the 
Maxwell School of Citizenship and Public Affairs at Syracuse University (SU). The DFM 
core team was composed of Louis Siegel, Senior Program Manager (ARD); Jamie Thomson, 
Program Associate (ARD); David Green, Deputy Program Manager (ARD); Elinor Ostrom, 
Research Associate (IU); and Lurry Schroeder, Research Associate (SU). In addition, a 
number of ARD home-office staff, IU/SU faculty and research associates, and numerous U.S. 
and host country consultants provided short-term expertise for specific activities.

B. Major Accomplishments

The project was funded through a combination of core monies from its principal sponsor and 
buy-ins from USAID missions and central bureaus'. Under the core component of the

1 The DFM research and development agenda emerged from the theoretical foundations of several related schools 
of thought. Research on institutional and financial problems of local public services and renewable natural resources 
combines the fieius of political economy, including the new institutional economics, with political science, 
institutional analysis, and public finance.

2 A two-year extension option was taken by USAID at the end of the fifth year in FY93, thereby mak'.ug a total 
seven year life of project.

3 Initially, the project was designed and implemented under the direction of the Bureau for Science and 
Technology, Office of Rural Development. Subsequently, the project fell under the auspices of the Research and 
Development Bureau, Office of Economic and Institutional Development. Finally, as a result of the recent 
reorganization of USAIDAVashington. the project became part of the Global Bureau, Democracy Center.

1



project., DFM researchers have conducted a program of theoretical and applied research, and 
disseminated the results of these efforts to a wide audience of development practitioners and 
scholars through publications, participation in conferences, seminars and workshops and 
organization of training activities. Over the past seven years project staff have published two 
books and nine journal articles and chapters in edited volumes, and have presented papers at 
forty conferences in the U.S. and abroad, all based on DFM sponsored research. In addition, 
five training sessions providing instruction in the use of innovative analytic methods have 
been conducted in four countries. Details of these activities are provided in Tables 1-3. A 
series of final papers have been prepared and distributed that synthesize the cumulative 
research findings of the project and provide lessons learned in the form of guidelines for 
project design in the infrastructure and natural resource sectors.

DFM has supported strategy development, policy analysis and dialogue, project and program 
development, and evaluation in 15 countries in Asia and Africa through 35 mission- and 
US AID central bureau-funded work orders (see Table 4). These activities resulted in the 
preparation of over sixty reports and directly contributed ;o mission strategic planning, host 
country policy reform, and project design. A summary of contract buy-in statistics, brief 
descriptions of each work order, and a complete listing of all project publications are 
provided in Annexes A, B, and C.

C. Institutional Linkages

DFM research and development activities have provided many opportunities to establish 
institutional linkages with a variety of international and host country organizations. For 
example, project research staff have been major contributors to the organization and 
development of the International Association for the Study of Common Property (IASCP). 
Elinor Ostrom and Jamie Thomson have both served as IASCP Advisory Board Members and 
have presented papers based on DFM sponsored research at several of the association's 
annual meetings. The DFM research effort in Nepal has been the basis for developing close 
working relationships with the International Irrigation Management Institute (IIMI) and the 
Institute of Agriculture and Animal Sciences (IAAS) of Tribhuvan University in Rampur. 
These two organizations have directly participated in the project's research program on 
irrigation institutions and the development of the Nepal Institutions and Irrigation Systems 
Data Base. The data base has become a useful tool for policy research and training at IAAS 
that will endure beyond the DFM project.

Another noteworthy contribution of DFM activities to international and regional organizations 
is the project's work with the Interstate Committee for Combatting Drought in the Sahel 
(CILSS) and the multi-donor Club du Sahel. Since 1988, DFM Program Associate Jamie 
Thomson has conducted research and prepared several policy papers on decentralization of 
public services and local autonomy in the management and governance of natural resources. 
These papers have been the basis for discussions at a number of Donor Advisory Group 
meetings of the Club du Sahel and major components of CILSS-wide high-level conferences



in Mali (1989) and Cape Verde (1993), and help set the policy reform agendas for the donors 
and participating host countries.

In the context of DFM research and technical assistance activities on rural roads in 
Bangladesh, Zaire and Indonesia project staff and consultants have shared information and 
coordinated efforts with other organizations such as the World Bank, the Asian Development 
Bank and UNDP. Personnel of these organizations have been extremely interested in the 
innovative approaches to decentralized finance and management of rural roads being tested by 
the project and have consistently requested DFM reports and publications. Over the past 
several years DFM has established close working relationships with FAO through the co- 
sponsorship of the International Forestry Resources and Institutions Research Program (IFRI). 
DFM conducted training in the IFRI database methodology at Makerere University in Uganda 
and has assisted in establishing an IFRI research center at the University's Forestry 
Department.



1
TABLE 1 

PUBLICATIONS: BOOKS, JOURNAL ARTICLES AND CHAPTERS IN EDITED VOLUMES

TITLE

"Consent and the Provision of Local Public Goods 
j..d Services: Some Reflections irom Ghanaian and 
Nigerian Experiences"

Crofting Institutions for Self-Coverning Irrigation 
System:,

"Provincial Motor Vehicle Taxation in Indonesia"

"The Governance and Management of Irrigation 
Systems. An Institutional Perspective"

Institutional Incentives and Sustainable 
Development: Infrastructure Policies in Perspective

"Analyzing the Performance of Alternative 
Institutional Arrangements for Sustaining Rural 
Infrastructure in Developing Countries"

"Design Principles in Long-Enduring Irrigation 
Institutions"

"Coping with Asymmetries in the Commons: Self- 
Governing Irrigation Systems can Work"

( 1 ) "Analyzing Policy Reform and Reforming 
Policy Analysis: An Institutional! Approach," 
(2) "The Institutional Analysis and Development 
Framework: Application to Irrigation Policy in 
Nepal." and (3) "An Institutional Analysis of Local- 
level Common Pool Woodstock Governance and 
Management: Implications for Environmental 
Policy."

AUTHOR(S)

Elinor Oslrom and Tina West

Elinor Ostrom

Khairul Mahadi, Liny 
Schroeder and Huei-Huang 
Wang

Shui Van Tang and Elinor 
Ostrom

Elinor Ostrom, Lorry 
Schroede' and Susan Wynne

Elinor Ostrom, Larry 
Schroedet and Susan Wynne

Elinor Ostrom

Elinor Oslrom and Roy 
Gardner

( 1 ) Ron Oakerson and Tjip 
Walker 
(2) Wai Fung Lam. Myungsuk 
Lee. and Elinor Ostrom 
(3) James T. Thomson

PUBLISHER

in, Jenkins, J. and David Sisk, editors, 
Development by Consent: The Voluntary 
Supply sf Public Goods and Services, ICS 
Press, San Francisco, 1993

Institute for Contemporary Studies Press, 
San Francisco, 1992

in. Bulletin of Indonesian Economic Studies, 
29 (3) December 1993:95-110

in. Overseas Development Institute Network, 
Paper 23. 1993

Westview Press, Boulder, 1993

in. Journal of Public Administration 
Research and Theory, 3(1) January 1993: 
11-45

in. Water Resource^ Research. 29 (7) 1993: 
1907-1912

in. Journal of Economic Perspectives, 7 (4) 
Fall 1993:93-112

in Brinkahoff, D.W., editor. Policy Analysis 
Concepts and Methods: An Institutional and 
Implementation Focus. JAI Press. 1995



TABLE 2 

DFM Staff Participation in Conferences, Workshops, Seminars: Papers and Presentations

CONFERENCE PAPER

"Observations on Common Property Resource 
Management"

"An Institutional Analysis of Micro-Political 
Processes"

Panel Discussion. "Theoretical Developments in 
Public Policy Studies"

"Self-Governance and the Tragedy of the Commons"

Lecture Series on "Methods of Institutional 
Analysis"

"Options for Promoting User-Based Governance of 
Sahel Natural Resources"

"Natural Resource Management and 
Decentralization"

"A Method of Institutional Analysis"

Discussion of Analytical Framework for Natural 
Resource Management

"Options for Promoting User-Based Governance of 
Sahel Natural Resources"

Rural Roads Sector Assessment Findings and 
Recommendations

"Property Rights in the Context of International 
Development"

"A Political Scientists View of Policy Studies"

"The Role of Institutional Analysis in Policy 
Reform: The Case of Privatization"

"Institutional Analysis. Privatization, and 
Decentralization"

"Finance ami Management of Road Infrastructure"

"Institutional Incentives & the Performance of 
Irrigation Systems in Nepal: An Initial Analysis"

"Design Principles of Long-Enduring Self-Govemmg 
Institutions"

PRESENTER(S)/ 
AUTHOR(S)

Elinor Ostrom

Elinor Ostrom

Elinor Ostrom

Elinor Ostrom

Eliiior Ostrom

Jatnie Thomson

Elinor Ostrom

Elinor Ostrom

Jamie Thomson and Louis 
Siege!

Jamie Thomson

Larry Schroeder. Ed 
Conn.Tley, Susan Wynne, 
and Louis Siegel

Elinor Oslrom

Elinor Oslrom

Ron Oakerson

Jamie Thomson. Ron 
Oakerson. and Louis Siegel

Larry Schroeder

Elinor Ostrom

Elinor Oslrom

CONFERENCE

World Bank, Washington. D.C., February 1988

IPSA World Congress, Washington, D.C., August 1988

APSA Annual Meetings, Washington, D.C.. September 
1988

Sequoia Institute Seminar. Institutions of Democracy and 
Development, Washington, DC. October 1988

USC Economics Department; Claremont Department of 
Economics; UCLA Department of Political Science, Los 
Angeles, CA, November 1988

Club du Sahel, Donor Advisory Group, Tucson, AZ, 
December 1988

AID/SSAAP Joint Symposium on "The Social Sciences 
in Agriculture and Rural Development," Arlington, VA. 
December 1988

Bangladesh Institute of Development Studies. Dhaka. 
Bangladesh, March 1989

Joint AID/CIDA/PVO Seminar. Washington. D.C.. May 
1989

CILSS Roundtablc. Segou. Mali. May 1989

Seminar on Rural Roads Sector Assessment. Dhaka. 
Bangladesh. May 1989

AID Conference on "New Institutional Economics: 
Implications for Economic Development." Washington, 
D.C.. June 1989

APSA Annual Meeting. Atlanta. GA, October 1989

AID Economists' Conference, Washington. D.C.. 
November 1989

AID/S&T Program Review. Washington, P.C.. 
February 1990

Southern Regional Science Association Annual 
Meetings. Washington, D.C.. March 1990

World Bank, Washington. D.C., April 1990

Midwest Political Science Association, Chicago. 1L, 
April 1990



TABLE 2 (Cont.) 
DFM Staff Participation in Conferences, Workshops, Seminars: Papers and Presentations

CONFERENCE PAPER

"Institutional Incentives and Rural Development"

Presidential Address, and "The Rudiments of a 
Theory of the Origins. Survival, and Performance of 
Common Property Institutions"

"Cost Recovery and Local Resource Mobilization in 
Irrigation Systems in Nopal: Case Study of Karjahi 
Irrigation System"

"Choice and Co-Production: A Public Economy 
Approach to the Study and Reform of Institutions 
for the Provision and Production of Education"

"Decentralized Finance and Management of Rural 
Infrastructure Maintenance"

"Democracy, Governance and Development" 
"A Framework for Institutional Analysis" 
"Exchange, Entrepreneurship. and Market 
Governance: An Institutional View of The Market'" 
"Resource Mobilization and Roads: Micro 
Experiments in Indonesia" 
Peer Training as a Way to Motivate Institutional 
Change in Farmer-Managed Irrigation Systems" 
"Cost Effective Renewable Natural Resources 
Governance: The Kayes Fisheries Traditional 
Institutions and the Forest Service" 
Democracy. Governance and Institutional Analysis"

Discussion of conceptual issues in the analysis of 
common pool resource governance and management 
problem*.

"Design Principles and the Performance of Farmer- 
Managed Irrigation Systems in Nepal"

"Governance and Democracy" and "Self-Organizing 
Democratic Institutions"

"Issues in Financing and Providing Urban 
Infrastructure: The Role of Incentives"

"Institutional Incentives and the Provision of 
Decentralized Public Services in Developing 
Countries"

Nepal irrigation studies

PRESENTER(SV 
AUTHOR(S)

Elinor Ostrom

Elinor Ostrom

Rita Hillon

Gina Davis and Elinor 
Ostrom

Louis Siegel

Vincent Ostrom 
Elinor Ostrom 
Ron Oakerson 
Larry Schroeder 
Robert Yoder 
Jamie Thomson

Elinor Ostrom. Jamie 
Thomson. Ron Oakerson

Elinor Oslrom and Paul 
Benjamin

Elinor Ostrom and Vincent 
Oslroin

Larry Schroeder

Larry Schroeder

Elinor Ostrom and Danny 
Lam

CONFERENCE

Centra de Estudios de la Realidad Economics Y Social. 
Montevideo, Uruguay, June 1990

International Association for the Study of Common 
Property, Duke University, September 1 990

International Association for the Study of Common 
Property, Duke University, September 1990

International Symposium: "What's the Use of Users? 
Up-Dating Public Services: the Service Relationships," 
Paris, France. January 1991

Seminar for the Engineering Consulting Firms 
Association. Japan (ECFA), Japanese International 
Cooperation Agency (J1CA), and the Overseas Economic 
Cooperation Fund (OECF). Tokyo. Japan. April 1 99 1

DFM Project sponsored "Workshop on Democracy and 
Governance" Washington, D.C.. September 1991

International Association for the Study of Common 
Property, Winnipeg. Manitoba. September 1991

in Performance Measurement in Fumier-Managed 
Irrigation Systems', International Workshop of the 
Farmer-Managed Irrigation Systems Network; Mendoza, 
Argentina. November 1991

Conference on "The Theory of Democratic Institutions" 
in Taipei. Taiwan. January 1992

Regional Policy Seminar on Uiban Infrastructure 
Finance and Provision. Tunisia, May 1992

Conference of the Association for Public Policy Analysis 
and Management, Denver, October 1992

Seminar on "Institutions. Incentives and Irrigation in 
Nepal," Kalhmandu, Nepal, December 1992



TABLE 2 (Cont.) 
DFM Staff Participation in Conferences, Workshops, Seminars: Papers and Presentations

CONFERENCE PAPER

Presentation of findings from Nepal irrigation studies

"Decentralization in the Sahel"

"National Governments, Pasture Governance and 
Management" and "Coping with Asymmetries in the 
Commons: A Challenge for Development"

Discussion of Nepal irrigation studies and analytical 
methods

Discussion of DFM research on irrigation in Nepal 
and development of IFRI database

"Institutional Analysis, Design Principles, and 
Threats to Sustainahle Community Governance and 
Management of Commons"

"Taxes, Other Revenues, and Intergovernmental 
Transfers: The International Experience"

"A Relational Archive for Natural Resources 
Governance and Management"

"The Role of the State versus the Community in 
Governance and Management of Renewable Natural 
Resources: An Argument ajid Sahelian Examples" 
anil "Working Rules, Access Rights and Sustainable 
Use of Resources"

"The Emergence of Rules and Norms Governing 
Externalities: A Comparative Study of Self- 
Organization"

"Performance Indicators for the Local Government 
Sector"

"Decentralization in the Sahel"

Discussion of Local Government, Decentralization, 
and Structural Adjustment in Sub-Saharan Africa

Seminar on Participation. Decentralization and 
Democracy

PRESENTER^)/ 
AUTHORfS)

Elinor Ostrom

Jamie Thomson

Jamie Thomson and Elinor 
Ostrom

Elinor Ostrom

Elinor Ostrom, Jamie 
Thomson

Elinor Oslroin

Larry Schroeder

Elinor Osirom. Sharon 
Huckfcldl. Charles Schwcik. 
and Mary Heth Wertime

Jamie Thomson

Elinor Ostnmi

Larry Schrneder

Jamic Thomson and 
Cheibane Coulihaly

Jamie Trinitron and David 
Green

Louis Sicgcl. Elinor Ostrorn, 
Larry Schroeder. Ron 
Oakcrson. Jamie Thomson, 
Nadia Rabcsahala

CONFERENCE

Institute of Rural Management, Symposium on 
Management of Rural Co-Operatives, Anand, India, 
December 1992

Solidarite Canada Sahel, Colloquium on Decentralization 
in Sahel and Quebec, Montreal, Quebec. January 1993

Common Property Regimes: Law and the Management 
of Non-Private Resources. Lofoten, Norway, February 
1993

Workshop, "From Fanners' Fields to Data Fields: A 
Synthesis of Participatory Approaches to Resource 
Information Systems" in Chitwan. Nepal. March 1993

International Association for the Study of Common 
Property, Manila, Philippines, June 1993

Workshop in Community Management and Common 
Property of Coastal Fisheries and Upland Resources in 
Asia and the Pacific: Concepts, Methods and 
Experiences; Silang, Philippines, June 1993

Conference on Local Government and Infrastructure 
Finance in Ukraine, sponsored by USAID in Kharkiv, 
Ukraine, June 1993

UNEP/IUFRO/FAO International Workshop on 
"Developing Large Environmental Data bases for 
Sustainahle Development" Nairobi, Kenya. July 1993

Seminar on "Improved Natural Resource Management - 
The Role of the Slate versus that of the Local 
Community" Jylhnge. Denmark. November 1993

Conference on "Hierarchies. Markets, Power in the 
Economy: Theories and Lessons from History." Milan, 
Italy. December 1993

Expert Group Meeting on Urban Indicators, sponsored 
by the United Nations Centre for Human Settlements 
(Habitat), Nairobi. Kenya. January 1994

CILSS/Club du Sahel Conference. Praia. Cape Verde. 
June 1994

USAID Seminar. Washington. D.C., September 1994

USAID Seminar, Washington D.C., November 1994
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TABLE 3 

DFM ORGANIZED SEMINARS, WORKSHOPS AND TRAINING SESSIONS

Subject/Title of 
Seminar, Workshop 
or Training Session

Training Sessions in 
Institutional Analysis 
and Policy Research 
Design

Study Tour for 
Nepali Government 
Officials on 
Institutions and 
Local Government

Lecture Series on 
"Institutional 
Analysis of Market, 
Quasi-Markel, and 
Bureaucratic 
Regimes"

Institutional Analysis 
for Natural 
Resources 
Management

International 
Forestry Resources 
and Institutions 
(IFRI) Program Pilot 
Training Session

USAID Governance 
Initiative in Nigeria: 
Strategic Issues 
Workshops

USAID Governance 
Initiative in Nigeria: 
Participant Training 
(Training of Trainers 
and Curriculum 
Development)

USAID KEPEM 
Program: Field 
Studies Policy 
Reform Reporting 
Seminar

Location

Kaihmandu, Nepal

Bloomington, IN

Yaounde, Cameroon

Douentza, Mali

Kampala, Uganda

Ife and Zaria, Nigeria

Badagary, Nigeria

Manatsoa, 
Madagascar

Dates

March 1989

May 1989

October 1989

March 1993

Seplember - October 
1993

March 1994

May 1994

September 1994

Approximate 
Number of 
Attendees

20

6

15

25

15

50

15

60

DFM Project Staff

Elinor Ostrom, 
Jamie Thomson, and 
David Greytak

Ron Oakerson, 
Elinor Ostrom

Ron Oakerson

Jamic Thomson, 
Cheibane Coulibaly, 
Hamidou Magassa

Elinor Ostrom, 
David Green, and C. 
Dustin Becker

David Green, James 
Wunsch, Gary 
Forbes, Dele Olowu

Gary Forbes, Dele 
Olowu

Jamie Thomson, 
Nadia Rabesehala, 
Mavainiaina 
Razafindrabe



TABLE 4 - DFM BUY-INS

Assignment Title

Sahcl I - Strategy to 
Promote User Based 
Management of 
Natural Resources

Contract Modifi 
cation/Delivery 
Order Numbers

Mod. 1

USAID
Sponsor

AFR/SWA

Location of Field 
Work

NA

Report Titles

Options fur Promoting User-Based Governance of Sahelian Renewable Natural Resources

ARD Task* and - 
Project Description # : 
(See Annex B) :

Task #2; 
Description #1

In preparation for a major international roundtable on Sahdian development issues, particularly natural resources management, DFM analyzed a reries of case studies on natural resources management in the Sahel. 
The study presents examples of popular planning and participation in resource management to illustrate how institutions governing types of resources encourage effective resource management. The study 
concludes with policy implications and proposed strategies The paper was presented lo international audiences at a donor advisory group meeting, and at the Sigou roundtable in May 1989.

Bangladesh Rural 
Roads Financing and 
Institutions Study

DO I USAID/ 
Bangladesh

Bangladesh Financing Recurrent tio/.v of Rural Roads in Bangladesh: Some Key Issues', and, 
Institutional Analysis of Rural Roail Maintenance Problems in Bangladesh

Task #3; 
Description #2

USAID/Bangladesli engaged the DFM Project lo analy/.c issues associated with recurrent cost financing of road maintenance, improvements in the quality of road rehabilitation efforts, and cost-effective selection 
of road work by government entities The institutional and public finance analysis conducted by DFM contributed to later sector assessments and program evaluations.

Philippines Local 
Government Study

Mod. 3 USAID/ 
Philippines

Philippines Philippines Local Government/National Agencies Study, and 
Analyst's Handbook   Provincial Government Assessment Methodology

Task #5; 
Description #3

In preparation for providing support to local government*, USAID/Philippincs used the DHM Project to assess the capacity of local governments to plan, administer and implement an infrastructure development 
program. DFM also analyzed government agencies at the local government level, and prepared a manual describing the management system assessment methodology that was used.

Philippines Upland 
Access Component 
Evaluation

D.O. 2 USA!!)/ 
Philippines

Philippines Upland Access Evaluation and hollow-On Options Task rf6; 
Description #4

The Upland Access project component was part of a larger resources development program. The component was designed to increase employment in rural areas and improve access by extending the rural roads, 
[rails and bridges network. DFM evaluated the component lo determine the effectiveness of equipmeni-supp-jned work methods and their relation to infrastructure sustainability. DFM found the component to be 
a higMy successful undertaking.

Bangladesh Rural 
Roads Sector 
Assessment

D.O. ? USAID/ 
Bangladesh

Bangladesh Bangladesh Rural and Feeder Roads Sector Assessment Task #7; 
Description #5

DFM undertook an intensive, multi-disciplinary assessment of the rural and feeder roads sector thai encompassed engineering, economic, financial and institutional features of roads supply. The assessment 
concluded thai no single issue was the cause of a lack of suslainable investment in rural roadr.. Rather, all factors must be considered together in order to achieve significant improvements. The analysis points to 
the absence of linkages between the various actors involved with providing, producing, financing and using rural roads as an overall obstacle to suslainable road maintenance. The assessment was considered 
innovative and was expected to become a centerpiece for policy reform and donor coordination.



Table 4 - DFM Buy-Ins (Cont.)

Assignment Title

Bangladesh Feeder 
Roatls iVlainlenuriCe 
and Improvement 
Project Evaluation

Contract Modifl- 
cation/Deiivery 
Order Numbers

D.O. 5

USAID 
Sponsor

USAID/ 
Bangladesh

Location of Field 
Work

Bangladesh

Report Titles

Bangladesh: Feeder Roads Maintenance and Improvement Project Evaluation

ARD Task f and }
Project Description # s 
(See Annex B)

Task #8; 
Description #6

During the implementation of tlte Feeder Roads Maintenance and Improvement Project. '"^AID recognized that failure to address key institutional constraints to su^tsinable infrastructure made attainment of project 
goals unrealistic. USAID had DFM conduct a final evaluation of FRMIP. focus'r.^: on inr.'.itutional. recurrent cost, monitoring, management, design and socioeconomic considerations. The DFM evaluation found 
that inadequate attention had been given to the capabilities of local govemiTx-ius to mobilize financial resources. The e\aluation concluded that me FRMIP experience demonstrated the need for institution building 
not solely dependent on an ad hoc. project -created and sponsored environment.

Nepal I, II and III; 
Decentralization 
Applied Studies 
Program, and 
Project Development 
and Support

DO A 

Mod. 1 to DO 4

USAID/ 
Nepal

Nepal Irrigation and Forestry: Materials for a Research Planning Workshop

Cost Recover? unit 1 -ma'. Resource Mobilization: An Examination of Incentives in Irrigation 
Systems in Nepal ( Volume 1) and Appendix: Case Studies ( Volume II)

Tasks #9, #12. and 
#13; 
Description #7

Through a series of short-term missions. DFM provided assistance to USAID/Nepal for the study of decentralized management of renewable resources and decentralized planning. Activities included a research 
planning workshop that provided training in applied field research and preparation of detail?') research protocol 1 , and pn'paration of a detailed, quantitative, comparative study of cost recovery and local resource 
mobilization in irrigation. The study compared farmer and state managed irrigation systems and demonstrated the c<".i-effecliveness of many farmer managed systems.

Zaire Roads 
Assessment and 
Road Program 
Recommendations

Mod. 5 

Mod. 7

USAID/ 
Zaire

Zaire Decentralized Finance and Management of Road Maintenance in Zaire

Regional Management and Finance of Road Maintenance and Reliabilitation in the 
Republic of Zaire

Tasks #10 and #16; 
Description #8

DFM conducted an assessment of the financial and institutional constraints to rural road rehabilitation and maintenance in order to determine the feasibility of alternative financial and organizational mechanisms 
for achieving sustainable road maintenance. The DFM assessment reviewed the finance system and its implications for decentralized maintenance, and analyzed the institutional factors associated with road 
maintenance at the regional and local levels. The team prepared specific programmatic recommendations concerning the regionalizalion of road planning, programming and budgeting, and recommendations for 
fiscal reforms, which were incorporated in USAlD's Transport Sector Reform Project.

Philippines Local 
Fiscal Integrity 
Analysis

Mod. 1 USAID/ 
Philippines

Philippines Philippines Local Fiscal Integrity Analysis Report Task #11; 
Description #9

To further enable assistance to local government in the Philippines, USAID contracted with DFM to conduct an in-depth study of the local government fiscal system and the capacity for revenue administration. 
The study centered on implementation of the public financial system, the absorptive capacity of local governments, and an overall system description and analysis. Policy and program recommendations included 
increasing transfers to local governments and passage of legislation enabling greater local revenue mobilization.
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Table 4 - DFM Buy-Ins (Cont.)

Assignment Title

Bangladesh
IFFD/Projcct Design

Contract Modifi 
cation/Delivery 
Order Numbers

Mod. 5

USAID
Sponsor

USAID/ 
Bangladesh

Location of Field 
Work

Bangladesh

Report Titles

Review of USAID/CARE Integrated Food for Wurk Program; and Integrated Fond for 
Development Project Identification Document

ARD Task # and 
Project Description # 
(See Annex B)

Task #14; 
Description #10

DFM was contracted to conduct the design for the Integrated Food for Development Project in order to address issues raised in the Rural and Feeder Roads Sector Assessment. Following a review of the on-going 
food for work program. DFM prepared a PID for the new IFFD Project. The Mission subsequently suspended the completion of this design activity.

Sahel II - 
Decentralization 
Studies

Mod. 6 AFR/SWA Mali Decentralization in Mali: An Assessment of Government Initiatives and Options Task #15; 
Description #1 1

As a follow-up to the presentation made by DFM's Senior Program Associate a! the historic region-wide Sahel conference in Segou, Mali, AFR/SWA requested additional DFM support. This included revisions to 
the "Options" paper, preparation of additional case studies, presentation of findings at a Sahel decentralization workshop, and an assessment of Malian government decentralization objectives and preparation of a 
series of options for USAID support for those objectives

Sahel III; Policy 
Studies

Mod. 7 AFR/SWA NA 1 . Sahel Decentralization Policy Report. Volume 1 - Decentralization. Governance and 
Problem-Solving in the Sahel 

2. Volume II - Facilitating Transitions from Centralized to Decentralized Politics 
3. Volume III - Legal Recognition of Community Capacity for Self-Governance: A Key to 

Improving Renewable Resource Management in the Sa'tel

Task #17; 
Description #12

This three-part study investigated decentralisation policies in the Sahel. Volume 1 examines the crises in governance that confront Sahelian nations. It proposes reformed institutional Structures and demonstrates 
how the advantages of those Structures outweigh iheir risks. The second volume explores the logic of decentralization and illustrates it with three practical cases: the growth of local government in Portugal, the 
limited experience to date with decentralization in the Sahel. and the beginning of decentralization in Ivory Coast. The final volume presents a case study that illustrates how citizens in communities, organized as 
autonomous local government units, can improve the quality of goods and services available to rural residents, especially emphasizing the importance of legal recognition of community capacity for self- 
governance.

Cameroon PRAMS 
Institutional Analysis 
and Implementation 
Support

Mod. 7. 8. 1 1 

D.O. 8

USAID/ 
Cameroon

Cameroon An Institutional Analysis of the Production, Processing, ond Marketing of Arabica Coffee in 
the West and North West Provinces of Cameroon

Tasks #18 and #22; 
Description #13

Liberalization and priva.i/.ation of arabica coffee marketing was a major goal of Cameroon's structural adjustment program. The goal, which USAID supported, was improvement in the efficiency of the system 
by maximizing profits for the smallholder coffee prod-jeer while minimizing the social costs of market reforms. DFM provided extensive ongoing support to USAID and coffee cooperatives throughout this 
process, beginning with a thorough institutional analysis which pinpointed the institutional barriers which prevented the profits of improved production from reaching the growers. This analysis became the basis 
for USAlD's support to the North West Cooperative Association (NWCA). DFM also provided technical support for implementation of the reforms with a team that assisted with organizing and conducting the 
coffee marketing and processing activities and in facilitating the initial efforts for NWCA restructuring.
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Table 4 - DFM Buy-Ins (Cont.)

Assignment Title

Indonesia Contractor 
Performance Special 
Study

Contract Modifi 
cation/Delivery 
Order Numbers

D.O. 6

USAID
Sponsor

USAID/ 
Indonesia

Location of Field 
Work

Indonesia

Report Titles

Special Study on Contractor Performance (Volume 1) and Cases and Data (Volume II)

ARC Task # and 
Project Description #:; 
(See Annex B)

Task #19; 
Description #14

In support of the Rural Roads Maintenance Systems (RRMS) Project. DFM conducted a special study of how private contractor performance, and the interaction between the public and private sectors, affects 
district road programs A thorough review of contractor performance was undertaken, all within the context of understanding how capacities could be developed at the distri. - iy out rehabilitation and 
maintenance work. DFM found thai in general contractor performance was acceptable, but there was a critical failure among the actors involved in roads provision and production gotiate and enforce valid 
contracts. DFM recommended USAID address this issue with legal, budgetary, and contracting reforms.

Indonesia Local 
Resource 
Mobilization Study

D 0. 7 USAID/ 
Indonesia

Indonesia Rural Roads Maintenance Systems Project - Special Study on Lncal Resource Mobilization 
for Road Maintenance. Volume 1   Final Report', and 
Volume II   Case Studies: and 
Volume III   Pilot Program Implementation Flan

Task #20;
Description #15

Additional support for USAID/lndoncsia'-: RRMS Project included a special study to consider ways to generate local resources for rural ioad maintenance. An extensive study was conducted which resulted in 
detailed findings regarding road maintenance resource requirements, current sources of revenue, and policies. The detailed list of recommended actions included implementation of a pilot study to investigate the 
feasibility of different resource mohili/atUi?. techniques

Improvir.n 
Governance in Sub- 
Saharan Africa

Mod. 9 APR/DP Ghana. Nigeria. 
Ivor) Coast

1. Decentralization: Imprming Governance in Sub-Saharan Africa - Synthesis Report 
2. The Experience in Ivory Coast with Decentralized Approaches to Local Delivery of 

Primary Education and Primary Health Services 
3. Decentralization: Improving Governance in Sub-Saharan Africa - Ghana Case Study 
4. The Experience in Nigeria with Decentralized Approaches to Local Delivery of Primary 

Education and Primary Health Services

Task #21; 
Description #16

To better understand the relationship between macro-economic programs of structural adjustment and decentralization policies. DFM conducted a research activity with field work in three West African countries. 
Research efforts focused primarily on public participation in and government accountability for service provision. Researchers investigated (he local government and community level impacts of decentralization 
and structural adjustment policies and found that rules favoring centralization negated the efficiencies that were to be gained from policy reforms. At the same lime, the teams found significant evidence of local 
institutions capable of service delivery and recommended methods for legitimizing and supporting these institutions, and for fostering greater local government cooperation with local self-governing institutions.

Madagascar KEPEM 
PAAD Design

Mod. !4 USAID/ 
Madagascar

Madagascar Background technical analyses for KEPEM PAAD Task #23; 
Description #17

DFM participated in the development of the Knowledge and Effective Policies for Environmental Management (KEPEM) program by preparing background analyses and assessment reports. Among other things, 
KEPEM's policy objectives include developing local capacities to initiate and sustain natural resource use and conservation. DFM's experience was applied to this aiea by outlining policies that will help resolve 
resource management problems by focusing on the capacities of local management units. The DFM team conducted a thorough program analysis that examined rural-urban linkages, local farmer organizations and 
participation, and rural financing opportunities.
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Table 4 - DFM Buy-Ins (Cont.)

Assignment Title

NRMS I Local 
Autonomy Study and 
NRMS II IFRJ 
Monitoring Plan

Contract Modifi 
cation/Delivery
Order Numbers

Mod. 16 

Mod. 22

USAID
Sponsor

AFR/ARTS/ 
FAR A

Location of field 
Work

Uganda, Namibia. 
Mali

Report Titles

Deceniralizatwn and Ijtcal Autonomy: Conditions for Achieving Sustainable Natural 
Resource Management. Volume 1; and. Appendices Volume II (including case studies for all 
3 field work countries): and A Plan to Monitor '.lie Impact of lii dilutions and Incentives on 
Management of Natural Forests

ARD Task # and J-^
Project Description I
'(See Anns* Vj: '. " '£    --'!

Tasks #24 and #28; 
Description #18

To investigate the impact of local autonomy on management of natural resources. DFM conducted a thorough literature review which led to the articulation of several conditions which were felt to increase the 
possibilities thai local units would sustainably manage natural resources. To lest and refine the conditions, field work was c^iuucted in three countries. In each place, local management organizations were v'sited 
in an effort lo determine what factors contributed to the success cr failure of their resource management activities. AM of the work was summarized in a two volui^e study. As a follow-on to the study, a plan 
was prepared which proposed a method by which efforts to support local resource management efforts could be monitored. Development of this monitoring plan included a training session with Makerere 
University in Uganda, and preparation -if a pilot monitoring plan for Uganda.

Niger Ixocal Govern 
ment Finance Study

DO 9 USAID/ 
Niger

Niger Ijical Public Finance and Institutional Reform in Niger Task #25; 
Description #19

In order to determine how it might most effectively assist the Government of Niger in strengthening the roles of local governments in the provision of basic services and infrastructure, USAID/Niger asked DFM to 
identify the actual and ,Vt.-ii(ial capabilities of arrondisxemenl governments to fulfill their assigned tasks DFM's team prepared case studies of the financial situation and service provision capabilities of seven 
arrondissetnents These studies identified (he key constraint 1- ami opportunities for improving local government revenue generation and administration to fund local services and infrastructure investments. A plan 
of action to improve the capacities of the arrondissemcnts v^as recommended

Sahel IV - 
Decentralization of 
Services arid Natural 
Resources 
Management

Mod. 21 AFR/SWA Chad. Cape Verde 1 . The Question of Devolution in the Sahel - Regional Conference on Land Tenure and 
Decentralization 

2 Decentralizing Public Sen-ice Provision in ('IL'iS Countries 
3. Decenlrttli-aiitm. Dfmocratization. Public Sen'ice Provision and Governance and 

Management of Renewable Natural Resources: Initiatives and Dilemmas in Cape Verde 
4. Decentralization and Education in Chad

Task #26; 
Description #20

As a continuation of on-going DFM support to AFR/SWA. a multi-task, multi-year activity was undertaken Through this activity. DFM participated in the 1992 OECD Experts Seminar, a forum which provided 
an opportunity for donors to reflect on long-lemi issues DFM's contribution summarized the problems Salielian societies confront as central governments decentralize service provision. DFM also conducted field 
work in Cape Verde that investigated service delivery and natural resources management, focusing on how to improve performance by devolving authority to local governments. In Chad, DFM investigated the 
community managed primary schools that have developed in that country in the absence of central government provision of primary education. This study highlighted the cost effectiveness of the community 
schools, and the increasing control that communities have over education. The entire assignment culminated in preparation of a "synthesis" paper which described the correlation between decentralization, public 
service provision and natural resources management in the Sahel. with case studies and recommendations for strengthening devolution as a means towards sustainable problem resolution. This paper served as a 
central discussion document at a region-wide conference on decentralization and land tenure.
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Table 4 - DFM Buy-Ins (Cont.)

Assignment Title

Cameroon PROMT
and PRAMS
Assessment

Contract Modifi
cation/Delivery
Order Numbers

D.O. 10

D.O. 14

USAID
Sponsor

USAID/
Cameroon

Location of Field
Work

Cameroon

Report Titles

1 . Organizational Approaches H> Policy Reform: A Comparison of Donor Approaches with
Special Reference to Camen n.i

2. Inslitutionalism and Policy Reform
3. Pitfalls of Privatization: A Case Study of the European Community's Programme Special

d' Importation d'Engmit
4. Grafting a Market: A Case Study of USAID' s Fertilizer Sub-Sector Reform Program
5. Implementation <<i the World Bank's First Structural Adjustment Loan in Cameroon:

A Case Study of Public Enterprise Reforms and Industrial and Commercial Reforms
6. Pallia of Policy Reform: Case Studies of PRAMS I and Cooperative Law Reforms
7. Restructuring NWCA: A due Study of the Cooperative Restructuring Component of

PRAMS 1 in the North West Province
8. Crosscutiing Constraints and Policy Reform
9. Economic Policy Reform Impact Assessment of USAID-Supported Reform Initiatives in

Cameroon. 1987-199-1
10. The Analysis of Market Transitions: The Experience of Policy Reform in Cameroon
11. First Annual Assessment of PRAMS 1 - Year 3 (1992-93)
12. Second Intra-Annual Assessment During Year 3 (1992-93)
13. Third Intra-Annual Assessment During Year 3 (1992-93)
14. First Intra-Annual Assessment During Year 4 (1993-94)
15. Program of Reform in the Agricultural Marketing Sector, Phase I -

Final Assessment Report

AW) Task* and^)''
Project Description »
(See Annex B) :%r'';;v '

Tasks #27 and #32;
Descriptions #21 and
#25

Through the Program of Research on Market Transitions (PROMT), DFM conducted comparative research on alternative models of policy reform, and monitored implementation of the innovative institutional
design to restructure the coffee marketing cooperative in the North West Province (as prepared through previous DFM activities). A series of studies documents the various policy reform initiatives in the
agriculture sector in Cameroon. A final synthesis paper summarizes the methodological implications of this research program and the lessons learned regarding policy reform. Through a companion assessment
activity, DFM reviewed the progress of reform program implementation.

Indonesia Equipment
Policy Studies
I and II

D.O. 1 1

D.O. 17

USAID/
Indonesia

Indonesia Rural Roads Maintenance Systems Policy: District Equipment Policy Study - Final Report,
and Annexes. One - Three

Tasks #29 and #35;
Descriptio-.i #22

DFM assessed the road equipment maintenance system to determine if the deficiencies in the district equipment maintenance program could be resolved by privatizing some of its components. The team found
that current dislricl equipment maintenance practices were deficieni in several areas, ll recommended that autonomous plant hire units be established. These units would transfer ownership and consolidate
management of equipment under local governments. USAID is funding implementation of a pilot study, as recommended by DFM, to test the plant hire f lion. A second work order has provided DFM technical
assistance for implementation <-i the pilot study, including drafting policy, preparing cost analyses, and training.
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Table 4 - DFM Buy-Ins (Cont.)

Assignment Title

Cameroon Health 
Project Evaluation

Contract Modifi 
cation/Delivery 
Order Numbers

D.O. 12

USAIO
Sponsor

USAID/ 
Cameroon

Location of Field 
Work

Cameroon

Report Titles

Inslitutii mil Analysis of Community' Co-Financed and Co-Managed Primary Health Care 
Program implemented by the Maternal Child Health/Child Survival Project (SESA) in 
Cameroon

ARD Task* and 
Project Description # 
(See Annex B)

Task #30; 
Description #23

DFM conducted an institutional analysis of a community co-financed and co-managed health program in Cameroon. The main objectives were to analyze the structural and institutional problems related to the 
functioning of health committees, and to propose options to improve implementation of the primary health care system. DFM concluded that the primary health care strategy was sound, but that a variety of issues 
could restrain implementation of further reforms for increasing community participation. Recommenda'.iCris were made regarding education, mobilization of resources, enforcement of rules, research, and improved 
incentives to ossurc the success of the co-management structure.

Mali institutional 
Analysis Workshop

no. 13 USAIU/Mali Mali Acle.i tie I'tileiier tie formation sur I'analyse des aspects institutinnnels dans le cadre d'une 
gestion decentralize des ressources naturelles - Douentza. du 1 ait mars 1993

Task #31; 
Description #24

The central stale apparatus ir. Mali has committed itself to ceding more authority to local jurisdictions. Within this context. DFM conducted a workshop on institutional analysis and development to provide 
training for NGOs working in Mali's Fifth Region. The workshop :r"nduced about 25 participants to an instituiional analysis anj development framework for diagnosing institutional problems, particularly in the 
forestry sector. With these skill'"., participants were then heller equipped to worVwiih communities to diagnose institutional problems associated «/ilh natural resources management.

Madagascar 
Governance Study

D.O. 15 USAtD/ 
Madagascar

Madagascar 1 Research Report on Ijical Governance in Madagascar - Final Version 
2. Rapport stir Ifs Reclierches Relatives a la Governance Locale a Madagascar - 

Version {-'smile 
.? Donnees Recueilles sur la Gouvernance Locale ii Madagascar : Communautes de 

7Mhamena 
4. Donne'es Recueilles sur la Gouvernance Locale a Madagascar : Communautes de la 

Montagnt d'Ambre 
5. Donnees Recueilles sur la Gouvernance Locale a Madagascar : Communautes 

d'Andohaliela 
6. Proposed Monitoring and Evaluation Plan for KEPEM Governance Issues

Task #33; 
Description #26

To support the KEPEM Program. USAID/Mndagascar had DFM conduct a year-long field research program to investigate the rules associated with governance and conflict resolution in communities in buffer 
zones around protected areas. The goal is to better understand community rules so they can be accounted for and potentially built upon tluring the policy reform process. Tht research was driven by the 
hypothesis that community initiatives to manage natural resources exis:. but are weakened by government legislation ancl action. Findings related to governance systems, rules acceptance, local institutions, 
conflicts and self-governance were described in a series of case studies and final reports, and were presented at an end of project worksiicp

Tanzania Agricul 
tural Transport 
Assistance Project 
Policy Review-

D.O. 16 USAID/ 
Tanzania

Tanzania Policy Implementation Review of the Agricultural Transport Assistance Program (ATAP) Task #34; 
Description #27

As USAID/Tanzanta was deciding what direction to take its support in the road sector, the Mission requested DFM to perform a policy review including not only b'SAID's transport program, but also 
incorporating comments on !he donor-coordinated integrated roads program DFM's team conducted a three-pan study which looked at institutional, contracting, ancl finance issues. The financial analysis 
thoroughly reviewed the various taxir-g mechanisms for roads finance; the contractor analysis focused on the incentives and rules prompting confractor performance; and, the institutional analysis presented a frame 
of reference, describing the relationships between the many actors involved in the roads sector. The DFM report was used by I.'SAID at a donor conference held to discuss the integrated roads program.
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Table 4 - DFM Buy-Ins (Cont.)

Assignment Title

Economic Policy 
Management in the 
Sahcl

Contract Modifi 
cation/Delivery 
Orfei Numbers

D.O. 18

USAID
Sponsor

AFRASWA

Locution of Field 
Work

Mali

Report Titles ;V '

Economic Management in ilie Sahel   A Sfttdy «/ Policy Advocacy in Mali

;AW).tMti ;and.:feft| 
Project fcescriptioa f| 
(See An2« BJ;:i0;§S

Task #36; 
Description #28

DFM conducted a study of the interactions between civil society interest groups and the economic policy process in Mali, using (he cotton subsector as a focal point. The objective of the research was to gain a greater understanding of the role that interest groups can play in economic policy decision making. The study shed light on the complex interplay between and among stakeholders within the government and interest groups, the effectiveness of interest groups, and the role of linkage organizations.

Nigeria: Health and 
Governance 
Assessments and 
Training Materials

OYB transfer USAID/Nigeria Nigeria I. USAID Governance Initiative in Nigeria: A Strategic Assessment of Primary Health Care 
and Local Government 

2. USA ID Governance Initiative in Nigeria Phase 1 Report: Strategic Issues Workshops (Ife 
and '/jiriai 

3. USAID Governance Initiative in Nigeria Phase 11 Report: Draft Curriculum Modules and 
Materials for L.GA-PHC Participant Training in Governance 

4. Primary Health Care and Ijical Government in Nigeria: An Agenda t:f Key Policy Issues 
5. USAID Governance Initiative in Nigeria: r-'inal Report

Description #29

To assist USAlD/Nigeria. which was concerned with the persistent operational problems that impeded their health initiatives at local government health care offices. ARD assessed primary health care provision at the local government level, focusing on governance issues of accountability, rcsponsivcncss. transparency, and organizational efficiency. This assessment led to a 12-month DFM governance initiative that 
conducted a further assessment, held two workshops to review the findings and to propose solutions to the problems, and then designed a long-term training program (including drafting of preliminary modules) to 
implement those recommendations.
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II. MAJOR SECTORAL FOCI 

A. Rural Infrastructure

During the design phase of DFM, USAID missions in all geographic areas were asked about 
their specific programmatic concerns and needs in the area of decentralization. Many 
responded that research and development on decentralization strategies should address the 
problem of sustaining rural infrastructure, particularly roads and irrigation systems. This set 
the initial project research agenda and was reflected in the contract scope of work.

In carrying out this agenda, DFM researchers undertook a variety of activities including:

  the preparation of state-of-the-art papers integrating the most current literature 
on decentralization and rural infrastructure development with the project's 
innovative analytic perspectives applied to these subject areas; and

  a series of field research, policy analysis, project design, and technical
assistance activities in the context of on-going USAID mission funded projects 
in Asia and Africa.

!. Core Research

The DFM state-of-the-art paper (SOAP) on rural infrastructure was issued as a project report 
in 1990 and later revised for publication as a book4 in 1993 (Ostrom, Schroeder, Wynne, 
Institutional Incentives and Sustainable Development, Westview Press, Boulder, 1993 1 ' 7 '). 
This research laid the groundwork for subsequent DFM research and applied interventions in 
the field.

The SOAP combines the perspectives of public choice and institutional analysis with public 
finance economics to provide new analytical tools for designing more effective, efficient, and 
equitable institutional and finance arrangements for sustainable maintenance of rural 
infrastructures. It includes a thorough review of state-of-the-art theory relevant to 
infrastructure maintenance and an analysis of selected case studies of infrastructure 
development projects in a number of different countries. In addressing the fundamental 
problem of rural capital infrastructure deterioration, the authors identify critical factors that 
affect maintenance activities. These factors fall under four broad categories:

  the attributes of the services being provided by the infrastructure;

  the cultural and economic environment in which the infrastructure exists;

4 For readers interested in consulting specific DFM reports and publications, they are referenced in bracketed 
numbers corresponding to their number in the List of Publications, Annex C.
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  the institutional arrangements that govern interactions among actors involved in 
using and providing infrastructure and its maintenance; and

  the mechanisms available to finance development and maintenance of the 
infrastructure.

Au important message which emerges from this research is that neither decentralization nor 
rural infrastructure sustenance can be adequately understood if analysis is confined to the 
public sector administrative agencies responsible for the infrastructure. Effective 
decentralization and infrastructure sustenance depend on complex institutional arrangements 
and governance ;ystems, rather than relatively simple formal administrative hierarchies. In 
designing institutional arrangements for sustainable infrastructure maintenance, a 
problem-centered approach is necessary. It begins with diagnosis of an infrastructure 
maintenance problem in a specific time and place context and emphasizes the potential 
usefulness of institutions at multiple levels in solving various aspects of a maintenance 
problem. Arrangements that favor the involvement of citizen consumers in infrastructure 
development and maintenance as a means to more informed decision making and a 
heightened degree of accountability of public officials are also strongly emphasized.

To further develop the analysis of rural infrastructure problems, two companion pieces to the 
state-of-the-art paper were prepared; one focused on rural roads and the other on irrigation 
systems.

"Managing and Financing Rural Road Maintenance in Developing Countries" 1 " 1 is a review of 
what is currently known about the technical, financial, and managerial constraints to 
maintaining rural roads. The paper recognizes that, although a great deal has been 
accomplished from an engineering standpoint, much less is known about the most effective 
methods for road infrastructure finance and management. It discusses and analyzes the pros 
and cons of various institutional arrangements and finance mechanisms including contracting, 
community-based labor, local resource mobilization, national revenue sources, and 
intergovernmental transfers.

The DFM state-of-the-art paper on irrigation infrastructure was published in 1992 (Ostrom, 
Grafting Institutions for Self-Governing Irrigation Systems, Institute for Contemporary Studies 
Press, San Francisco' 161 ). This book demonstrates the importance of institutional design to the 
success and sustainability of irrigation infrastructure. Its central thesis is that the Grafting of 
institutions is an ongoing process that must directly involve the users and suppliers of 
irrigation water throughout the design process, and thereafter during implementation. The 
term "Grafting" emphasizes the artisanship involved in devising institutions that both match 
the unique combinations of variables present on any one system and adapt to changes in 
many of these variables over time, involving users and suppliers directly in this process 
helps ensure development of institutions that are well-matched to the particular physical, 
economic, and cultural environment of each system.
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Extensive case study research on irrigation systems world-wide shows that, although rules-in- 
use differ from system to system, successful irrigation management institutions appear to be 
based on common design principles. The paper presents a set of the principles that 
characterize long-enduring, self-organized irrigation institutions and examines the effect rules 
based on such principles have on incentives. The paper suggests that the proportion of 
successful self-organized systems can be greatly increased by the investment of central 
governments in enhancing the capabilities of those directly involved in using water to learn 
new ways of governing and managing their systems, to create evuorceable rules, and to 
sanction behavior contrary to these rules.

2. Field Work

DFM field work on the issues surrounding rural road maintenance and finance has taken place 
principally in Zaire, Bangladesh, and Indonesia and to a lesser extent in Tanzania.

In Zaire DFM staff assessed the financial and institutional constraints to rural road 
rehabilitation and maintenance and the feasibility of alternative financial and organizational 
mechanisms for improving the sustainability of the nation's rural transportation network. This 
analysis formed the basis for a decentralization component within the USAID sponsored 
Transport Sector Reform Project. Proposed project activities included technical assistance and 
training in the areas of programming and budgeting, contract management, and resource 
mobilization and administration18 ' 121 .

In Bangladesh DFM made significant contributions to USAID and other donor programs in 
rural roads. DFM teams provided a new focus on local government capacity to program road 
investments and mobilize resources for this purpose. A major output of the project's work 
was the "Rural and Feeder Road Sector Assessment" that addressed critical engineering, 
economic, financial, and institutional issues. The assessment became a centerpiece for policy 
dialogue and donor coordination in the rural road sector' 4 '5 '9 ' 101 .

Under the Special Studies component of the Rural Roads Maintenance Systems Project in 
Indonesia, DFM undertook three separate studies on contractor performance, local resource 
mobilization, and ^quipment policy. This work contributed to efforts to reform the 
government procurement regulations, institute pilot activities to raise and manage revenues for 
road maintenance at the local level, and to establish district autonomy in the management of 
road maintenance equipment"4' 15 - 1 " 1 .

In conjunction with the Agricultural Transport Assistance Program in Tanzania, DFM 
conducted a policy review covering road finance, contracting and institutional arrangements to 
assist USAID in determining the orientation of their future assistance in the road subsector" 9 '.
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The common issues addressed in the context of these investigations can be summarized as 
follows:

  While technology is an important component of infrastructure development, 
proper analysis of and attention to institutional factors are equally critical.

  The attributes as economic goods of a specific type of infrastructure, i.e., 
whether it is a private, toll, public or common pool good, are fundamental 
determinates of the most appropriate institutional arrangements for its 
governance and management.

  The variability of physical and economic conditions within countries argues for 
decentralized management and finance with maintenance standards and 
practices adapted to the realities of different locations and their specific 
problems.

  Institutional mechanisms to foster linkages among the users of infrastructure, 
and officials of governments at several levels are essential to productive and 
sustainable investments. Public policies that promote participation of organized 
constituencies for improved roads should be encouraged.

  Strategic behavior is often a perverse outcome of inappropriate rule systems. 
Corruption and collusion among public officials and private contractors are 
pervasive and fundamental constraints to sustainable infrastructure 
development. They are facilitated by the absence of institutional mechanisms 
for public monitoring in tendering, contractor selection, and supervision. For 
common property management, rules that are elaborated, shared, enforced, and 
modified by users can reduce free riding and shirking.

  When resources for infrastructure development and maintenance all come from 
external sources (e.g., central government or donors), local populations have 
little incentive to monitor the performance of public officials or private sector 
entrepreneurs. In the majority of cases comprehensive local fiscal reform, 
including strengthening of regional and subregional capabilities in tax 
collection and administration, expenditure control, and financial management as 
well as location-specific, benefit-based mechanisms for local resource 
mobilization, is essential to ensure sustainable governance and management of 
rural infrastructure.

C. Natural Resources Governance and Management

DFM activities in the area of natural resources have focused on the rule systems and 
governance arrangements at multiple levels that condition how resources are utilized. The
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following three basic premises have guided the project's research and policy analysis in this 
area.

1. Renewable natural resources can often be most effectively and sustainably 
managed if the local communities that are dependent on them are able to 
control access to and use of those resources.

2. Communities often have (or have had in the past) indigenous institutions that 
sustainably govern and manage renewable natural resources.

3. Locally-based sustainable governance and management of renewable natural 
resources can be facilitated through an enabling policy environment which 
encourages and protects the autonomous capacity of resource users in this 
sector.

In testing these basic assumptions, the project has conducted its research activities at both the 
community level and at the level of national policy. These investigations have largely 
focused on the following parameters:

« the structure and workings of local rule systems for resource management and 
governance;

  the conditions and rule modifications required to promote sustainable 
management by communities;

  how national policies support or restrict local expression and local autonomy, 
and how they provide either incentives or disincentives for sustainable 
governance and management; and,

  the policy reform measures necessary to encourage local autonomy and 
sustainable management.

In addition to research and policy analysis, the project has provided operational assistance in 
several countries, including specific recommendations for policy reform and the development 
of analytical tools to monitor and measure the impact of institutional reform on the 
biophysical environment.

In the West African Sahel the project focused on identifying examples of how indigenous 
institutions effectively manage and govern many kinds of renewable natural resources, and 
how government policies tend to undermine valuable social capital for renewable natural 
resource governance and management at the community level. Field work was conducted in 
Cape Verde and Mali through a series of four work orders undertaken on behalf of the Sahel 
and West Africa Affairs Office of the Africa Bureau (AFR/SWA). These case study analyses 
formed the basis for a major contribution from DFM research staff in setting the policy
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agenda for the Sahelian states at the international meetings organized by the member 
countries of the Permanent Inter-state Committee for Drought Control in the Sahel (CILSS) in 
Segou, Mali in 1989, and in Praia, Cape Verde in 1994. DFM prepared major discussion 
papers for both of these conferences. This agenda acknowledges the importance of 
institutional arrangements and local autonomy for governance and management of renewable 
natural resources123 '25 -54 '591 .

At the grassroots level DFM teams conducted workshops in Mali for NGOs involved in the 
natural resources sector. These sessions focused on methods of institutional analysis to 
improve the analytic capabilities of these organizations and their effectiveness in providing 
assistance to resource user groups in governance and management of natural resources' 261 .

In Madagascar DFM's activities were also directly related to reform of national policies that 
impact resource management. As the primary resource used by USAID/Madagascar for 
design of the Knowledge and Effective Application of Policies for Environmental 
Management Project (KEPEM), DFM was able to highlight the importance of local rule 
systems for resource management, and how local rules are affected by national policy. 
During KEPEM implementation DFM conducted an 18-month long field research program in 
selected sites to investigate community level rules and practices for resource governance and 
management. This in-depth study resulted in recommendations for policy reform to extend 
and legitimize resource control of renewables by local communities in order to improve their 
livelihoods, and at the same time conserve biodiversity. The Local Initiatives component of 
the KEPEM Project incorporates those recommendations' 2 '"'111 .

Other studies on local autonomy and its impact on resource management were conducted for 
the Africa Bureau's Office of Analysis, Research and Technical Support (APR/ARTS), with 
field work in Mali, Uganda, and Namibia. The goal of these studies was to identify the 
conditions that encourage communities to sustainably manage their natural resources, and to 
elaborate methodoiogies to monitor and measure the impact of decentralized approaches to 
natural resource management problems' 241 . In this regard, DFM supported development of the 
International Forestry Resources and Institutions (IFRI) database. The IFRI database provides 
a framework for the analysis of data on how forestiy resource users engage in either 
destructive or sustairiable practices; how users establish their own effective governance 
arrangements or continue to pursue independent strategies; and, how users are affected by 
government-driven development activities and policies.

Governance systems assigning power and authority to make, apply and enforce rules for 
control of and access to natural resources has been the central concern of DFM research in 
this sector. Whereas most previous efforts have emphasized the biophysical and management 
aspects of natural resources, DFM has addressed critical governance factors. This focus on 
governance of natural resources represents a significant contribution to development 
scholarship and practice as aid recipients and donors move toward institutional change in 
support of efforts to reform the policy environment and introduce improved management 
practices for sustainable resource use.

22



D. Local Governments and Social Service Provision and Production

Provision and production of social services (particularly health and education) has been, an 
important focus of the DFM research agenda. This research has addressed the related issues 
of:

  how delivery of public services is affected by economic policy reforms, 
economic downturns, and the collapse of centrally provided government 
services;

  how programs promoting government decentralization have affected public 
service delivery; and,

  how communities cope with and solve public service related problems.

To a large extent, DFM research en these issues has explored the capabilities of communities 
to provide and produce their own educational and health services, typically in the absence of 
adequate levels of central government service delivery. DFM studies also looked at important 
issues associated with local government policies and operations, such as:

  national policies on the organization and authority of local governments; i.e., 
the rules by which local governments are constituted and operate;

  national fiscal policies related to local governments, and their revenue 
mobilization and administration capabilities; and

  the relationship between local governments and citizens, i.e., responsiveness to 
local needs, accountability and transparency of governance systems.

Work on these and related topics constitutes a substantial part of DFM field research and 
policy analysis. With the exception of several studies in the Philippines investigating the 
structure of local governments and related fiscal issues,' 50'51 '521 project activities related to 
public services have concentrated on Africa, and include, studies on the following topics:

  West African Sahel - local government organization and options for
improvement in Mali; comparison of decentralization policy in several Sahelien 
countries153 ' 571 ;

  Niger - structure of local government, its service delivery and fiscal 
capabilities1551 ;

  Cape Verde - local government structure and performance with regard to the 
provision of public services and management of natural resources' 591 ;

23



  West Africa - the impact of decentralization and economic reform policies on 
local government operations and service delivery (health and education) in 
Nigeria, Ivory Coast and Ghana'561 ;

  Chad - community initiatives to deliver primary education in the absence of 
central state education services'601 ;

  Cameroon - institutional impediments to community co-management of primary 
health care'581 ;

  Nigeria - institutional and local government impediments to delivery of primary 
health care'63'661 .

Most of these studies have shown that decentralization initiatives in many countries have been 
incomplete and produced very little real change in the capacity of subnational governments to 
meet the public service needs of local people. Even when responsibilities for specific 
functions have been "assigned" to local government units, they have rarely been accompanied 
by a commensurate transfer of fiscal authority that allows any real degree of autonomy and 
flexibility. Moreover, the incentives of public officials at all levels have not been changed to 
encourage responsiveness to citizen demands. The modalities of the civil service and 
bureaucratic regulations produce incentives that are more likely to result in the pursuit of 
personal gain to the detriment of the public good. As a backdrop to this discouraging 
scenario, economic collapse in many cases has severely limited the ability of national and 
local governments to provide basic services. Citizen expectations and confidence in 
government provided services is low.

At the community level there are hopeful signs, however Despite (or perhaps because of) the 
near absence of effective formal local government, DFM research consistently found evidence 
of thriving local institutions and communities that organized themselves to build and manage 
schools, establish functioning health care facilities, and construct and maintain water systems 
and rural roads. Case study analysis often showed that these institutions were built on 
existing social capital and were largely divorced from local government. The common 
element of success in many community initiatives is the capacity to make and enforce rules, 
and resolve conflicts that arise in reference to those rules governing collective action.

The failure of central and local government agencies to adequately provide for the public 
service needs of rural communities and the apparent response of many communities to 
provide themselves with essential services, led DFM researchers to advocate a combination of 
public sector, private sector, and citizen entrepreneurship at multiple levels as the most 
effective means to solve local problems. This approach is embodied in the principle of 
subsidiarily that involves:
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  placing first initiative for public problem solving at a communal level with 
sufficient autonomy of action under national or constitutional rules so that 
experimentation, diversity of institutional choice, and creative collective action 
can take place;

  placing governance functions at the lowest possible level in the hierarchy of 
governments so as to achieve effective public problem solving through 
collective public choice, popular participation, transparency, and open 
accountability, with the possibility for lower units of governance to receive 
timely assistance from larger (overlapping) units when problems exceed their 
capacities either singly or in combination with similar units; and

  designing governance institutions to the scale of the public problem to be 
solved and the means available for its solutions.

Given the principle of subsidiarity and the existence of community based institutions, the role 
of local government should become that of supporting, versus directing, community 
initiatives. In order for subnational government units to be facilitators of local problem 
solving, devolution of decision-making authority (including fiscal authority) supported by a 
legislative and constitutional framework is required.

E. Economic Policy Reform and Market Liberalization

Another major focus of the DFM research program has been on economic policy reform, in 
the context of 1) the Republic of Cameroon's efforts to liberalize marketing of its agricultural 
commodities and 2) the political and economic liberalization taking place in the Republic of 
Mali. Over a four-year period, DFM provided a range of policy analysis, project design, 
research, and technical assistance services to USAID and the Cameroonian government, all 
informed and guided by the institutional analysis and design framework. In addition, a year 
long research effort on policy advocacy among economic interest groups in Mali was 
conducted.

1. Cameroon Market Transitions

In 1990 USAID/Cameroon launched the Program for Reform of the Agricultural Marketing 
Sector, Phase I (PRAMS I) using a project design that drew heavily on the DFM institutional 
analysis of the arabica coffee subsector1 " 1 . PRAMS I included a policy reform component 
intended to support the introduction of private and competitive marketing arrangements, and a 
cooperative restructuring component intended to facilitate the entry of cooperatives into the 
competitive environment. While the policy reform component was concerned with market- 
level rules, the cooperative restructuring component attended to the vertical links between 
stages of production in the arabica industry.
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The PRAMS I research component was not only concerned with the specific circumstances of 
coffee market liberalization, but with a broader agenda that extended beyond Cameroon, 
namely the institutional aspects of economic policy reform. At the request of 
USAID/Cameroon, DFM undertook a Program of Research on Market Transitions (PROMT) 
which was designed to provide the Mission with timely information and analysis related to its 
policy reform portfolio and to contribute to a more systematic understanding of policy reform 
as a basis for the design of more effective modalities of assistance by USAID and other 
donors. Using a variety of methodologies including case studies and systematic monitoring of 
market-based policy reforms, PROMT researchers investigated the following issues:

  the nature and process of policy reform;

  the role of donors in the policy reform process;

  the process of market transition;

  the relationship between commodity-subsector reforms and crosscutting reforms 
that affect a whole economy; and

  the relationship between economic reform and governance.

PROMT was an innovative research effort that has provided new insights into and 
understanding of the economic policy reform process. PROMT findings emphasize the need 
to distinguish between three levels of action-operational, governance, and constitutional as an 
analytic means to improving the effectiveness of reform efforts. While policy reform has 
traditionally sought to modify rales at the operational level, governance reform is often 
required to affect changes in the rules for prescribing, invoking, applying, and enforcing 
operational rules. Furthermore, constitutional reform is often necessary to produce more 
fundamental changes in the structure of a country's political system.

Because policy reform seeks to affect behavior at the operational level, rule modifications are 
also made at this level. In the terminology of PROMT research this type of policy reform 
(modification of operational rules) is called the catalytic approach, whereby legislative acts or 
administrative decrees are expected to produce a particular outcome at the operational level. 
However, depending on the nature of the reform in question and the institutional 
infrastructure in place to support reform, governance and/or constitutional reforms may also 
be called for. These levels are more complex than operational rule changes and must be 
supported with mediation. Mediation requires a long-term and intensive engagement in the 
process of reform where conflict is an expected outcome, and where external agents such as 
donors must be able to deal productively and creatively with conflict situations. The 
experience of market reforms in Cameroon mediated by USAID staff committed to the 
process and supported by DFM research and technical assistance is a successful case where a 
mediated approach to the process of policy reform facilitated dialogue, negotiation of conflict, 
and continual fine tuning of the reform agenda'34'491 .
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2. Policy Advocacy in Mali

The broad question of the linkages between political liberalization and economic development 
is highly relevant to the changes taking place in many African countries. As one avenue to 
address this question, DFM researchers undertook a year-long pilot study of the interactions 
between civil society interest groups and the economic policy process in the Republic of 
Mali. Since 1991, this country has made decisive progress toward sustained political and 
economic liberalization, with a civilian, executive/parliamentary form of government, and a 
wide range of political parties and interest groups actively participating in political life. 
Because of the significance of cotton production in the national economy and due to the 
existence of a powerful rural association of cotton producers, the focus of the study was on 
policies relating to the cotton subsector.

This innovative study focused on five related areas.

  Economic and institutional analysis of cotton subsector policies and the 
bureaucratic processes leading to their adoption and implementation. The 
degree of transparency and the availability of policy-relevant information 
within the central bureaucracy and the cotton parastatal company.

  The history, composition, organization, and effectiveness of the cotton 
producers association and other related sectors of economic activity 
(transporters and processors), highlighting the linkages between the structure of 
the subsector, the policy issues, actors, and stakes.

  The determinants of effectiveness in policy activism through the examination of 
a variety of large and small interest groups (business associations, labor unions, 
consumer groups, etc.) in terms of their size, structure, composition, strategies, 
and economic or political weight.

  The role of linkage institutions such as the media, political parties, and the 
parliament in the policy process.

  The role of external actors, principally donor organizations, in the policy 
process.

This study emphasizes the complexity of the interrelationships among interest groups and 
government policy makers, and provides important insights on how donor organizations can 
better support participation and transparency in the policy reform process. It also provides 
empirical evidence for a better understanding of the nexus between political liberalization and 
economic development' 331 .
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III. CONCEPTUAL AND ANALYTIC ADVANCES AND LESSONS LEARNED

The DFM program of theoretical and applied research and technical assistance over the past 
seven years has developed concepts and analytical methods to improve development theory 
and practice. From the application of these concepts and methods to a variety of 
development problems in diverse field settings has emerged valuable lessons that suggest new 
approaches to solving collective action problems in the public services, natural resources, and 
economic policy arenas. Donor agency and developing country officials can benefit from 
these insights and from the application of thorough institutional analysis to inform policy, 
prc;;ram and project development. This section of the final report summarizes DFM's 
contributions to the advancement of concepts and analytic methods. It concludes with a 
discussion of the principal lessons learned from the DFM experience and their implications 
for donor assistance.

A. Conceptual Development

Developing and applying new concepts in the analysis of problems associated with local 
public services and infrastructure, natural resource governance and management and policy 
reform represents an important contribution of the DFM project. In many cases, inadequate 
conceptual foundations have led analysts to misperceive important dimensions of a problem 
and as a result prescribe inappropriate solutions. Although the concepts used by DFM 
analysts are not entirely new, they have had little or no previous application in developing 
country settings. The following are some of the concepts that have been key elements of the 
project's research and development agenda.

1. Governance

As part of a growing trend to consider governance as a critical dimension of sustainable 
development, DFM has sought to analyze the basic question of who decides what in relation 
to whom within a given society and as applied to a specific set of problems. In other words, 
the concept of governance has been used to analyze the distribution of authority to prescribe, 
invoke, apply and enforce rules among actors in a particular environment. Although the 
governance perspective has been extremely useful in understanding many problem situations, 
it also reveals the deep-seated nature of their root causes and the inadequacies of traditional 
approaches involving technology and management improvements. Although changes in 
governance rules require constitutional actions that are often perceived as being beyond the 
purview of most development activities, governance reform focusing on political institutions 
and processes as well as on the development of civil society is increasingly an important 
component of many development programs.

2. Public Service Industry

A public service industry produces public goods and services that will not normally be 
produced in sufficient quantities and at efficient prices by private markets. In the context of
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highly centralized bureaucratic arrangements that characterize the organization of public 
services in many developing countries, DFM has found the concept of the public service 
industry very useful in that it helps to identify and analyze the myriad of important actors and 
organizations which directly or indirectly affect the flow of a particular type of public service. 
The principal advantage of this concept is that it allows the analyst to recognize that failure in 
one particular portion of the industry may be due to a variety of causes, each of which needs 
to be investigated and remedied.

3. Provision and Production

In applying the concept of the public service industry, DFM analysts have consistently 
distinguished between the provision of goods and services and their production. Provision of 
public goods refers to decisions as to (1) the kinds, quantity, and quality of goods and 
services to be provided; (2) the degree to which private activities related to these goods and 
services are to be regulated; (3) how to arrange for their production; (4) how to finance their 
provision; and (5) how to monitor and evaluate the performance of those who produce them. 
Production refers to the technical process of transforming inputs into outputs, such as making 
a product or rendering a service.

Separation of the provision of public goods and services from their production opens up the 
greatest possibility of redefining economic functions in a public service economy. This 
separation allows public control to be maintained, and competition to develop among the 
organizations contracted for production. It does not, however, directly address the incentives 
of public sector providers to seek rents, i.e., unearned private benefits, from their provision 
decisions.

4. Social Capital

DFM has used the concept of social capital to refer to the shared knowledge, understandings, 
institutions, and patterns of interactions that a group of individuals brings to any potentially 
productive activity. Most development interventions sponsored by governments and 
international agencies have invested in physical and human capital, largely ignoring 
investments in social capital. Physical capital is the stock of material resources that can be 
used to produce a flow of future income and human capital ;s the acquired knowledge and 
skills that individuals bring to productive activity. While human capital is formed through 
education and training, social capital is created when individuals learn to trust one another so 
that they are able to make credible commitments and rely on generalized forms of reciprocity.

Social capital is harder to help build through external interventions. Donors can easily 
provide resources to construct physical facilities and train individuals to improve their 
knowledge and skills. Building the social capital, however, to make the physical facilities 
function on a sustainable basis requires knowledge of local practices that may differ radically 
from place to place. Existing social capital is often ignored in development projects and may 
even be weakened or destroyed by external interventions. This is because existing social
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capital is almost invisible unless serious efforts are made to inquire about the ways that 
individuals organize themselves and the rights and duties that they follow.

Creating social capital is a process that is not as well-understood as the technology of 
constructing physical capital. DFM has contributed to a better understanding of social capital 
through the analysis of many field situations where communities are able to address and 
resolve common problems.

5. Mediated and Catalytic Approaches to Policy Reform

DFM research into the economic policy reform process has developed a distinction between 
mediated and catalytic approaches to policy reform. This distinction is made in reference to 
the role of donor agencies in the process. In a catalytic approach the donor is principally 
concerned with initiating the reform through conditionalities to be fulfilled by the host 
government, i.e. passing a law or issuing a decree. Once these initial conditions are met, the 
reform process is expected to unfold as a direct result. The mediated approach views reform 
as an extended process that requires monitoring, analysis, trouble-shooting, and continual 
negotiation and adjustment by the donor and host government throughout the process of 
policy reform implementation.

In the context of DFM research on policy reform, the distinction between these two 
approaches proved a useful analytic lens when comparing a number of reform efforts. The 
effectiveness of the mediated approach was amply demonstrated through comparative case 
study analysis, emphasizing the importance of addressing conflict as an inherent outcome of 
policy reform and the complex institutional paths that the reform process may take.

6. Polycentric Institutional Arrangements

Polycentricity denotes institutional arrangements with multiple centers of power and authority. 
The concept has been used by DFM analysts to emphasize the alternatives to hierarchical 
institutional arrangements with a single center. As the concept of decentralization is 
frequently applied to arrangements that are essentially unicentric and hierarchical, 
polycentricity is a useful concept to distinguish decentralized systems from polycentric or 
noncentral institutional arrangements that distribute circumscribed but independent rule- 
making and rule-enforcing authority among numerous jurisdictions.

The analysis of polycentric institutional arrangements has shown that many of the advantages 
usually associated with centralized governing authorities as well as additional ones can be 
achieved in polycentric orders. These include reduced costs of opportunism and dispute 
resolution and increased allocative efficiency. The ability of inter-jurisdictional mergers for 
provision of certain goods and services in a polycentric system can even provide the 
appropriate economy of scale efficiencies normally attributed to centralized systems.
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7. Subsidiarity

The concept of subsidiarity discussed in the previous section has been useful in the analysis 
of how best to distribute functions and authority among jurisdictions at different levels. 
Subsidiarity involves assigning governance functions at a level that is commensurate with the 
scale of the problem being addressed (see Section II.D). This allows for the creation of 
governance units at multiple levels and recognizes the need for nested institutional 
arrangements involving national, regional, subregional and community level jurisdictions.

8. Rules in Use

Rules in use or working rules refer to those rules which are understood and applied by a set 
of actors. In many cases studied by DFM researchers, rules in use differ from the formal 
rules (i.e., laws, decrees, administrative directives) on paper, and may not be understood, 
shared, or respected and therefore do not affect behavior in the intended ways. The analysis 
of rule systems where formal rules and rules in use are conflicting have provided valuable 
insights into the failure of public policies. Efforts to recognize the working rules of 
communities and integrate them in formulating higher level rules can be an important starting 
point for the formulation of more effective public policies.

B. Methodological Advances and Analytic Tools

1. Institutional Analysis and Design

An important part of the DFM research and development mandate was the development of 
ana'.ytic methods and tools for the study of rule systems and their effects on institutional 
performance. The Institutional analysis and design framework (IAD) as developed by 
Vincent and Elinor Ostrom and other scholars at the Workshop in Political Theory and Policy 
Analysis at Indiana University has provided the theoretical and conceptual foundations for this 
work. In its most simplified expression the framework can be understood in terms of the 
relationships among five basic sets of variables. Thus, in applying the framework analysts 
can sort information about a particular situation among the following categories:

  the physical or technical environment;
  the attributes of communities involved in acti
  the institutional arrangements, composed of rules;
  the patterns of interaction or decision-making among individuals; and
  outcomes.

Concerning the relationships among these variables, the physical or technical environment and 
the institutional arrangements provide opportunities and constraints which condition the 
patterns of interaction among individuals. These patterns produce outcomes, intended or 
unintended, that affect the welfare of individuals and communities. Once the data are sorted 
and the attributes of the key variables are known, the analytic process becomes a matter of
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establishing empirical relationships among the five sets of variables. Key in this process are 
the incentives that are a direct result of the institutional arrangements within the hard 
constraints imposed by the physical environment. From a diagnostic perspective, perverse 
incentives that produce negative outcomes often stem from a mismatch of institutional 
arrangements, the physical world and the soft constraints created by the characteristics of 
communities. This diagnosis can be extremely valuable in clarifying the salient causes of a 
problematic situation and thereby identifying the rule changes (institutional reforms) that will 
most effectively facilitate more positive outcomes.

IAD can be applied at three levels of analysis; operational, governance, and constitutional. At 
the operational level the analyst deals with the variables directly affecting individual behavior 
in a particular situation (e.g., public service provision, natural resource management, market 
transactions). However, analysis at this level often reveals problems at the governance level 
that involve rule-making authority. When governance reform is indicated as a solution at the 
operational level, analysis and possible reform at the constitutional level will be required.

The application of IAD to a variety of development problems has provided the opportunity to 
test the framework's relevance to developing countries and as a result to improve on it. 
Equally important has been the opportunity to train host country collaborators in its use and 
to expose USAID and other development agency practitioners to the concepts and utility of 
the approach.

2. Institutional Database Development

In applying IAD in field settings DFM researchers found that detailed case studies of 
individual road segments, small irrigation systems, and well-defined natural resource systems 
such as forests, fisheries, and pastures provided valuable insights for understanding 
institutional arrangements and the incentives of multiple actors involved in these systems. 
This field work requires extensive interviewing and is therefore extremely labor intensive. 
The time and resources available for this research only allowed for a limited number of cases. 
Nonetheless, comparative case study analysis was quite useful in a number of settings to 
identify opportunities and constraints and to conduct broader relevant policy analysis.

Despite the utility of doing detailed case study research, it was felt that a more systematic and 
rigorous approach to the study of institutions and incentives that would provide empirically 
based comparative analysis was needed. This same question had been posed by researchers 
connected with the Workshop in Political Theory and Policy Analysis in the late 1980's in 
conjunction with their efforts to construct a theoretically-grounded database for the study of 
institutional arrangements for common property resource (CPR) management. During the 
same time period as the start-up of DFM, this group of researchers developed the first CPR 
database with funding from the National Science Foundation. Thus, over a two year period 
from 1987 to 1989 the group of scholars from Indiana University developed a general CPR 
database capable of coding information about irrigation systems, fishery systems, groundwater 
basins, and to a more limited extent forests.
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When DFM began its work in Nepal on irrigation, a case study approach was used. It was 
soon discovered that extensive descriptive studies existed on Nepal irrigation systems and the 
idea was born to create a special database focused entirely on Nepal that could be used for 
policy research, as well as for further research and teaching purposes. With continued 
support from NSF, supplemented by funding from DFM and the Workshop, the Nepal 
Institutions and Irrigation Systems (NIIS) database was developed. Using a series of seven 
coding forms the research team recorded information on the physical attributes, community 
characteristics and institutional arrangements from case study materials and field visits on 127 
Nepal irrigation systems'' 3l211 .

During the final two years of DFM, the project has provided continued support for the 
development of a new analytic tool for the study of institutions involved in the governance 
and management of common pool forestry resources. At the conclusion of DFM the 
International Forestry Resources and Institutions Research Prog-am (IFRI) has been 
successfully launched with the elaboration of the IFRI database coding forms and user's 
manual, field testing at sites in Asia, Latin America, and Africa, and training of researchers 
from a variety of countries in the theoretical foundations and use of the database. The 
program will continue to identify and train collaboiating research center staff in the IFRI 
database methodology and to coordinate data collection and analysis with the centers around 
the world. Eventually the program envisions a world-wide network of research centers, all 
using the database for research and policy analysis, that can share information on research 
findings and methodological developments over time. The Workshop will coordinate the 
network with updates of the database, publications, training, and dissemination of IFRI data.

The development of these relational databases for the systematic storage of data related to 
physical and institutional variables of common pool resource systems is a unique and 
significant contribution to research and policy analysis. For the first time quantitative 
measurement of the relationships between governance arrangements and management systems 
(user-based, state controlled, etc.) with physical variables such as rainfall, soil type, biomass, 
biodiversity, productivity, infrastructure, etc., is possible. In allowing comparative analysis 
across a wide variety of systems and monitoring of institutional, community and physical 
variables over time at a significant number of sites, researchers and policy analysts will be 
able to provide empirical evidence on the impacts of various institutional arrangements and 
reform measures on natural resource conservation.

C. Lessons Learned and Implications for Donor Assistance

The DFM research findings and field experience in providing policy analysis and technical 
assistance services to USAID missions and central bureaus has generated valuable lessons for 
donor/lendor agencies, officials of aid recipient nations, and the citizens of these countries. 
This final section presents the salient lessons emerging from this experience and their 
implications for donor assistance.
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1. One fundamental lesson of the DFM project is that institutional infrastructure, defined as 
the rules that govern individual human behavior, and interactions among actors at different 
levels are analytically and practically as important (if not more so) than technological 
innovation and change. This suggests that thorough institutional analysis that seeks to 
identify the rules, both formal and informal, that strongly shape the strategies that individuals 
and groups adopt in dealing with specific problems must precede and inform efforts to design 
interventions or reform measures to address developmental problems.

2. Generalized, broadbased public sector reform measures and capacity building efforts aimed 
at a wide variety of development problems produce few sustainable impacts. Problem 
specific analysis and reforms involving both state and non-state actors are more appropriate to 
achieving developmental objectives. Project and program design should therefore begin with 
a clear definition of the problem being addressed and then proceed to identify solutions with 
the participation of cor^emed parties.

3. Developing insti Jtional infrastructure to support the problem solving capabilities of local 
communities must ake into account the larger political system and governance arrangements 
within the socief . Project and program design should be informed by an in-depth 
understanding c a country's political environment and the rules governing decision making 
authority and rule enforcement. Donors should initiate and encourage national and local 
authorities to enact appropriate reforms that assign these governance responsibilities to a level 
appropriate to the problem being addressed.

4. Thriving indigenous institutions exist in many local communities, and, though often 
difficult to discern by outside observers, represent valuable social capital that should be 
nurtured and encouraged to provide the basis for self-governance, public and private 
entrepreneurship, and sustainable development. Participation has been largely approached as 
a means to involve beneficiary groups in activities designed by external actors. Developing 
social capital is conceptually distinct from participation as it recognizes the inherent 
capabilities of citizens to build sustainable relationships and mobilize resources for collective 
action to solve local problems. External agents must endeavor to uncover and understand 
indigenous institutions as a basis for engaging in constructive dialogue with project 
beneficiaries and providing them with appropriate technical and financial resources when 
required.

5. The use of centralized bureaucracies for the provision and production of public goods and 
services has been predicated on the benefits to be gained through economies of scale, limiting 
free riding, and access to scientific knowledge. This justification has failed to take into 
consideration the full array of transaction costs and alternative institutional arrangements. 
Institutional arrangements should be encouraged that maximize use of local time and place 
information and minimize the costs associated with shirking, rent seeking, and corruption.

6. It is widely accepted that simple market arrangements will not supply adequate levels of 
public infrastructure. DFM research has shown that hierarchical arrangements within a public
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bureaucracy will also fail. The pure state or market models do not provide the arrangements 
that meet the institutional requirements for successful infrastructure development and 
sustainable maintenance. Arrangements that involve a diversity of actors at multiple levels, 
both private and public, will be much more effective. Donors should encourage 
decentralized arrangements appropriate to the scale of the infrastructure in question, placing 
resource mobilization responsibilities and investment and recurrent cost allocation decisions 
with local governments where user involvement and transparency are more readily assured. 
This prescription does not obviaie the need to maintain certain technical, regulatory and 
capital cost financing functions at higher levels within the public sector.

7. Organizational blueprints as a means to address public service problems should be 
discouraged. There are no perfect institutional arrangements; all have costs. In designing 
institutional arrangements it is therefore critical to conduct careful analysis of coordination, 
transformation, information, and strategic costs of alternative arrangements in order to 
minimize these costs and optimize desired outcomes. Development analysts should recognize 
and compare the array of costs inherent in various institutional arrangements before choosing 
amongst them.

8. Resource mobilization instruments and allocation of fiscal resources must be linked as 
closely as possible to the benefits derived from services. This will increase compliance for 
payment of taxes and user fees and foster more accountability among public officials. Donor 
funded activities to improve the provision and production of public goods and services should 
give systematic attention to the measurement of benefits derived, the identification of specific 
groups of beneficiaries, and the application of revenue instruments that promote fiscal 
equivalence.

9. When users have a voice in provision decisions, particularly when they also recognize that 
their actions can affect the net benefits they derive from public goods and services, improved 
outcomes can result. Arranging for the appropriate fora to enable users to have a say in 
prevision decisions should therefore be a critical part of donor efforts to improve public 
service industries.

10. A combination of commodity level or sector reforms, those that affect economic 
transactions regardless of sector, and governance reforms are all necessary components of 
successful economic policy reform. The compatibility of these different levels of rules 
(operational, governance, constitutional) must be assured to produce sustainable impacts from 
policy reforms. Donors involved in economic policy reform should endeavor to conduct 
analysis at these three levels to better understand the potential constraints to successful policy 
reform and to promote reforms at the governance and constitutional levels where indicated.
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Assignment Title

Sahel 1 - Strategy to Promote User Bawd Management of Natural 
Resources

Bangladesh Rural Roads Financing and Institutions Study

Ti«L 8.1

Philippines Local Govcmiiicnt Study

Philippines (JpluiiJ Access Component Evaluation

Bangladesh Rural Roads Sector Assessment

Bangladesh Feeder Roads Maintenance and Improvement Project 
Evaluation

Nepal 1 - Decentralization Applied Studies Program

Zaire Roads Assessment

Philippines Local Fiscal Integrity Analysis

Nepal II - Project Development and Support

Nepal III - Project Development and Support

Bangladesh IFFD Project Design

Sahel 11 - Decentralization Studies

Contract 
Modification/ 
Delivery 
Order Number

Mod !

D. O 1

Added Funds to C

Mod 3

DO. 2

DU. 3

DO. 5

D.O 4

Mod. 5

Mod 5

Mod ! to 
DO 4

Moil 1 
to DO 4

Mod 5

Mo-1 6

Period of 
Performance

5/88 - 1/39

7/3S - 9/38

Budgeted 
Amount

S68.600

S3I.CCG

Number of 
Person- 
Months

1.6 U.S.

1.5 U.S

ore ————————————————————

9/88 - 3/89

1/8') - 3/89

I/S9 - 6/89

2/89 - 6/89

3/89 - 12/90

5/89 - 9/89

7/89 - 9/89

4/89 - 12/90

4/89 - 1 2/90

10/89 - 7/90

5/90 - 6/90

$62.000

$35.436

S225.854

$1 98.900

S74.994

$69.670

S50.494

$9.000

S70.443

S247.6S6

$89.961

3.5 U.S. 
1 .5 Local

2 U.S. 
13 Local

75 U.S 
21 Local

5.6 U.S.

.8 U.S.

4.6 U.S.

3 U.S. 
1.5 Local

1.2 U.S.

1.2 U.S.

6.2 US. 
.8 Local

4.5 U.S.

Number of 
Professional 
Staff

I LT U.S. 
1 ST U.S.

1 LT U.S. 
1 ST U.S.

1 LT U.S. 
I ST U.S. 
1 ST local

1 LT U.S. 
1 ST K;ca!

3 ST U.S. 
7 ST local

1 LT U.S. 
2 ST U.S.

1 LT U.S.

1 LT U.S. 
2 ST U.S.

2 LT U.S. 
1 ST U.S. 
2 ST local

1 LT U.S. 
1 ST U.S.

I LT U.S. 
! ST U.S.

1 LT U.S. 
4 ST U.S. 
1 ST local

2 LT U.S. 
2 ST U.S.

t'SAID
Spontor

AFR/SWA

USAID/ 
Bangladesh

USAID/ 
Philippines

USAID/ 
Philippines

USAID/ 
Bangladesh

USAID/ 
Bangladesh

USAID/ 
Nepal

USAID/ 
Zaire

USAID/ 
Philippines

USAID/ 
Nepal

USAID/ 
Nepal

USAID/ 
Bangladesh

AFR/SWA

AR0 Task * and 
Project Description # 
(See Annex B) •

Task #2; 
Description #1

Task #3; 
Description #2

Task #5; 
Description #3

Task #6; 
Description f-4

Task #7; 
Descriotion #5

Task #8; 
Description #6

Task #9; 
Description #7

Task #10; 
Description #8

Task #11; 
Description #9

Task #12; 
Description K?

Task #13; 
Description #7

Task #14; 
Description #10

Task #15; 
Description #11
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Assignment Title

Zaire 11 Road Program Recommendations

Sahel HI - Policy Studies

Cameroon PRAMS Institutional Analysis

Indonesia Contractor Performance Special Study

Indonesia Local Resource Mobilization Study

Improving Governance in Sub-Sana/an Africa

Cameroon PRAMS Implementation Support

Madagascar KEPEM PAAD Design

NRMS 1 Local Autonomy Study

Niger Local Government Finance Study

Sahel IV - Decentralization of Services and NRM

Cameroon PROMT

Contract 
Modification/ 
Delivery 
Order Number

Mod. 7

Mod. 7

Mod. 7. 8. 1 1

D.O 6

D O. 7

Mod 9

D.O 8

Mod. 14

Mod. 16

D.O. 9

Mod. 21

D.O. 10

Period of 
Performance

2/90 - 6/90

6/90- 12/90

6/90- 3/91

4/90 - 3/91

7/90- 3/91

9/90 - 1 2/94

1 1/90 - 5/92

4/91 - 7/91

7/91 - 10/92

6/91 - 3/92

9/92 - 6/94

9/92 - 4/94

Budgeted 
Amount

S67.500

S38.07I

SI 26.984

5274,995

S285.363

$372.583

S392.553

$323,116

$204,434

$69,999

$289,937

$309.055

Number of 
Person- 
Months

3.6 U S.

4 U.S.

6 U.S.

14.7 U.S. 
5.3 Local

10.4 U.S.

19.3 U.S.

16.8 U.S.

12.4 U.S.

10.8 U.S.

3.7 U.S.

6.1 U.S.

49.3 U.S.

Number of 
Professional 
Staff

1 LT U.S. 
2 ST U.S.

1 LT U.S. 
1 ST U.S.

2 LT U.S. 
3 ST U.S.

1 LT U.S. 
4 ST U.S. 
4 ST local

1 LT U.S. 
4 ST U.S. 
iST .ocal

2 LT U.S. 
8 ST U.S.

7 ST U.S.

2 LT U.S. 
5 ST U.S.

5 LT U.S. 
3 ST U.S.

2 ST U.S.

1 LT U.S. 
4 ST U.S.

4 ST U.S. 
1 LT U.S. 
2 LT Field

USAID 
Sponsor

USAID/ 
Zaire

AFR/SWA

USAID/ 
Cameroon

USAID/ 
Indonesia

USAID/ 
Indonesia

AFR/DP

USAID/ 
Cameroon

USAID/ 
Mada 
gascar

AFR/ 
ARTS/ 
FARA

USAID/Niger

AFR/SWA

USAID/ 
Cameroon

A.«D Task # asd 
Project Description # 
(See Annex B)

Task #16; 
Description #8

Task #17; 
Description #12

Task #18; 
Description #13

Task #19; 
Description #14

Task #20; 
Description #15

Task #21; 
Description #16

Task #22; 
Description #13

Task #23; 
Description #17

Task #24; 
Description #18

Task #25; 
Description #19

Task #26; 
Description #20

Task #27; 
Description #21
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Assignment Title

NRMS II IFRI Monitoring Plan

Indonesia District Equipment Policy Study #1

Cameroon Health Project Evaluation

Mali Institutional Analysis Workshop

Cameroon: PRAMS Assessment

Madagascar Governance Study

Tanzania ATAP Project Policy Review

Indonesia District Equipment Policy Study #11

Economic Policy Management in the Sahel

Nigeria: Hlth and Governance Assessments and Training Materials

Contract 
Modification/ 
Delivery 
Order Number

Mod 22

0.0. II

D.O. 12

D.O 13

no 14

D.O. 15

D.O. 16

D.O. 17

D.O. 18

OYB Transfer

Period of 
Performance

9/92 - 7/94

10/92 - 3/93

8'92 - 3/93

2/93 - 5/93

4/93 - 4/94

4/93 - 12/94

6/93 - 9/93

9/93 - 12/94

9/93 - 12/94

8/93 - 8/94

Budgeted 
Amount

$133.508

S232.I42

S56.038

S39.444

5171,834

S323.370

SI 35.342

S390.I57

S379.474

S400.000

Number of 
Person- 
Months

8 U.S. 
2 Local

12.5 U.S.

2 U.S. 
2 Local

2.3 U.S.

8.3 U.S.

16 U.S.

5 U.S.

22 U.S. 
13 Local

8.4 U.S.

33 U.S

Number of 
Professional 
Staff

I LT U.S. 
2 ST U.S. 
2 ST local

6 ST U.S.

1 ST U.S. 
1 ST local

1 LT U.S. 
3 ST U.S.

1 LT U.S. 
4 ST U.S.

4 ST local 
2 LT U.S.

1 LT U.S. 
2 ST U.S.

3 ST U.S. 
3 ST local

3 LT U.S. 
1 ST U.S.

1 LT U.S. 
2 ST U.S. 
4 ST local

USAID 
Sponsor

APR/ARTS/ 
FARA

USAID/ 
Indonesia

USAID/ 
Cameroon

USAlD/Mali

USAID/ 
Cameroon

USAID/ 
Madagascar

USAID/ 
Tanzania

USAID/ 
Indonesia

AFR/SWA

USAID/
Nigeria

ARD Task* and 
Project Description # 
(See Annex B)

Task #28; 
Description #18

Tnsk #29; 
Description #22

Task #30; 
Description #23

Task #31; 
Description #24

Task #32; 
Description #25

Task #33; 
Description #26

Task #34; 
Description #27

Task #35; 
Description #22

Task #36; 
Description #28

Description #29
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ANNEX B - CONTRACT DESCRIPTIONS

Number 1 SAHEL I - STRATEGY TO PROMOTE USER-BASED MANAGEMENT
OF NATURAL RESOURCES

One of the principal co?icems of USAID and the community of international donor organizations for the 
development of the Sahelian countries has been the deterioration of the natural resource base. As part of the 
preparation for a major international roundtable on Sahelian development issues, particularly natural resource 
management, the Office of Sahel and West Africa Affairs of USATD's Africa Bureau (AFR/SWA) requested DFM 
to prepare a study using the institutional analysis and design framework to analyze a series of case studies on 
natural resource management in the Sahel and identify salient policy issues which could be addressed during the 
roundtable discussions.

In response to this request, a DFM team prepared a study on Options for Promoting User-Based Governance of 
Sahelian Renewable Natural Resources. The paper reviews the present status of renewable natural resource 
management in the Sahel and presents examples of popular planning and participation in this area to illustrate how 
institutional arrangements, when well-suited to specific types of resources, encourage users, technicians, and 
government officials to effectively manage them. The study concludes with a discussion of the policy implications 
revealed by the case studies and proposes strategies which build on existing positive trends found in these real- 
world examples.

The study was presented at a meeting of the Donor Advisory Group of the Club du Sahel in Tucson, Arizona, in 
December 1988, and at the Se"gou roundtable in May 1989. This study has been instrumental in shaping opinions 
among Sahelians and donors and has focused attention of these groups on the importance of the institutional 
dimensions of natural resource problems in the Sahel.

Number 2 BANGLADESH RURAL ROADS FINANCING 
AND INSTITUTIONS STUDY

During FY 1988, the USAID Mission in Bangladesh was engaged in the reexamination of its portfolio in rural 
roads development. From this process emerged a number of basic issues which required further analysis. Among 
these issues were: recurrent cost financing of road maintenance, improving the quality of road upgrading, and 
more cost-effective selection of road work by central and local government entities. As a first step toward a more 
thorough understanding of these issues, USAID/Dhaka contracted with DFM to prepare the following documents:

• a report outlining key issues to be examined in an analysis of the rural roads recurrent cost 
issue at a macroeconomic level and a conceptual framework for analysis;

• a scope of work for a technical study which would provide answers and strategies to address the 
questions of recurrent cost financing of road maintenance in future USAID activities;

• a report outlining a conceptual framework and key issues in determining institutional constraints 
to improved road maintenance and improvement; and

• a scope of work for an institutional analysis which would guide design of implementation 
strategies for a new USAID project.

These reports and scopes of work provided the basis for a rural and feeder roads sector assessment, the evaluation 
of USAID funded Feeder Roads Maintenance and Improvement Project, and the design of a new infrastructure 
development project - all carried out by teams from DFM.

- Annex B, page 1 -
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Number 3- PHILIPPINES LOCAL GOVERNMENT STUDY

In 1989, USAID/Manila began planning a major project in support of the Philippines Government decentralization 
policy with the objective of promoting autonomous local governments at the provincial and municipal levels. As a 
number of national government agencies could potentially act as lead organizations in project planning and 
implementation, a study was identified to: analyze these agencies and assist USAID and the Philippines 
Government in determining the most appropriate roles for them in the context of this project; and to assess the 
capacity of local governments to plan, administer, and implement an infrastructure development program including 
financial management of block grants.

DFM provided a team to conduct the study of national government agencies and to develop a methodology to 
assess local government capacity. The methodology consisted of selecting 20 planning, finance, and management 
systems to provide a common framework for analysis and allow comparisons among a number of local 
government entities at different levels. These local government systems were rated on the basis of questionnaires 
administered during interview sessions with local government administrators and technical personnel.

Three working papers resulted from the team's efforts: one concerning the local government assessment, the 
second dealing with the national agency review, and a third which analyzed the roles of a sample of national and 
local NGOs and their relationships with local government units. In addition, a manual was prepared to allow 
replication of the management systems assessment methodology by Mission personnel or local consultants in other 
areas of the country not covered under the DFM study. The working papers as well as the methodology provided 
USAID/Manila with valuable information for the design of the Local Development Assistance Program.

Number 4 PHILIPPINES UPLAND ACCESS COMPONENT EVALUATION

The Upland Access Component of the USAID-assisted Rainfed Resources Development Project was initiated in 
1984 in several Philippines Provinces. The Upland Acce.ss Component was designed to increase employment in 
rural areas and to improve the access of upland Filipinos to government and nongovernment services by extending 
the network of local rural roads, trails, and bridges to remote areas. It was also designed to demonstrate that 
labor-based, equipment-supported road construction and maintenance methods would increase rural employment in 
project target areas and create the basis for reliable systems of regular minor road, trail, and bridge infrastructure 
maintenance.

Through a work order to ARD's Decentralization: Finance and Management Project (DFM), USAID/Manila 
solicited the services of the DFM Program Associate to lead a four-person evaluation team. The evaluation was 
highly relevant to the research mandate of the DFM project which focuses on the problems of rural infrastructure 
maintenance, particularly roads. DFM was therefore able to bring to this evaluation experience from other road 
infrastructure development projects in Asia and Africa as well as the results of basic research in public choice, 
new institutional economics, and public finance economics as they relate to the problems of infrastructure 
sustenance. At the same time, the evaluation findings made an important contribution to the cumulative 
knowledge base that DFM is designed to develop through field-testing of specific analytic approaches to these 
issues.

The evaluation team found the Upland Access Component to be a highly successful undertaking which was able to 
demonstrate that labor-based, equipment-supported methods are effective in targeting funds to poorer, un- or 
under-employed rural workers. Although the evaluation report strongly recommended some form of continued 
USAID assistance to this kind of technology. USAID/Manila decided to terminate support for Upland Access 
Component because of the high costs and administrative problems associated with this activity.
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Number 5 BANGLADESH RURAL ROADS SECTOR ASSESSMENT

As in many developing countries, rural roads in Bangladesh are extremely deteriorated. To determine what steps 
should be taken to provide more sustainable benefits from investments in this sector, USAID/Dhaka contracted 
with DFM to undertake an assessment of the country's rural road sector. The assessment encompassed 
engineering, economic, financial, and institutional features of rural roads. The approach relied heavily on a set of 
12 intensive case studies conducted by the team in four regions of the country. The. cases were supplemented with 
analyses of local government finances in several jurisdictions, analysis of the overall investments in rural road 
construction and maintenance, and review of past studies of the benefits and costs of rural roads in Bangladesh.

The report concludes that no one issue can be singled out as the cause of a lack of sustainable investments in rural 
roads in Bangladesh. Engineering, economic, financial, and institutional factors must be considered together if 
significant improvements in maintenance activities are to be expected. The analysis points to the absence of 
linkages or overly developed relationships between various actors involved in providing, producing, financing, and 
using rural roads. Weak linkages between public officials and road users minimise incentives to the former to be 
responsive to local needs and to the latter to become involved or attempt to influence decisions. Close linkages 
between local officials and private businesses contracted for road work have contributed to poor quality in the 
road system and in wasted resources.

The Bangladesh Rural and Feeder Road Sector Assessment prepared by the DFM team is an innovative 
undertaking which has received wide distribution among government officials and the donor community. The 
document has become a centerpiece for policy reform and resource for donor coordination and dialogue.

Number 6 BANGLADESH FEEDER ROADS MAINTENANCE AND IMPROVEMENT
PROJECT EVALUATION

The USAID-funded Feeder Roads Maintenance and Improvement Project was the first effort in Bangladesh to 
develop and institutionalize a routine preventive maintenance program for farm-to-market roads under the 
jurisdiction of local, distric'.-level councils. USAID recognized during the implementation of this project that 
failure to address the key institutional constraints to sustainable infrastructure made attainment of the project's 
purpose unrealistic.

Following a negative audit and unfavorable Mission Rapid Rural Appraisal, USAID/Dhaka decided on early ter 
mination of the project and contracted with DFM to conduct a final evaluation. Key issues identified for evalua 
tion included institutional factors, recurrent costs, project monitoring and management, design assumptions, and 
socioeconomic considerations. The evaluation methodology included preparing detailed case studies on several 
road segments which had been the object ot improvements and/or pilot maintenance activities under the project.

The evaluation findings and conclusions, based on a combination of detailed information from the case studies and 
the analysis of key national policies concerning rural develooment strategies and decentralization of the political 
and administrative apparatus of the country, found that inadequate attention had been given to the capabilities of 
local government units to mobilize financial resources for maintenance and that selection of road segments for 
maintenance and improvement had not relied on sound economic criteria and local decision making. The 
evaluation report concluded that project experience clearly demonstrated that institution-building should not be 
sought through the creation of ad hoc, project-created and-sponsored entities and that efforts to improve overall 
systems for the delivery of public services should be preceded by a thorough understanding of the institutional 
requirements for sustainable impact.
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Number 7 NEPAL: DECENTRALIZATION APPLIED STUDIES PROGRAM
? ;r::r arid PROJECT DEVELOPMENT AND SUPPORT

The government of Nepal is committed to a policy of decentralized management of panchayat woodstocks and 
irrigation systems. However, efforts by the Forest Service and Department of Irrigation to organize effective 
panchayat-level forest user groups and water user groups and develop plans for sustained-yield management of 
forest areas and irrigated perimeters have encountered considerable difficulty. Many Nepali communities have 
managed local-level woodstocks effectively for long periods of time and the study of these successful indigenous 
management systems could suggest effective strategies for the organization of new user groups. To understand 
better the structure of operations of indigenous management systems, USAID/Nepal decided to undertake an 
applied research program in collaboration with DFM.

DFM provided research staff to USAID/Nepal and His Majesty's Government for a series of short-term missions 
to study local management of renewable resources and decentralized planning in Nepal. During the course of 
these missions, an applied research agenda was developed as well as a process to provide research-based inputs to 
policy reform.

The DFM team worked v/ith the Center for Economic Developmen! and Administration at Tribhuvan University to 
develop research on: farmer user group participation in irrigation system management, popular participation in 
management of local woodstocks in the Rapti Zone, and user group resource mobilization. An initial research 
planning workshop was organized and conducted by the DFM team in early 1989 to train Nepali researchers in 
applied field research and the preparation of detailed research protocols. Subsequent visits reviewed research 
findings, assisted in data analysis and report preparation, and planned future research activities.

One of the initial research products was a detailed, quantitative, comparative study of cost recovery and local 
resource mobilization related to irrigation systems. This initial research laid a foundation for continued study of 
irrigation system management in Nepal over the next five years.

Number 8 ZAIRE ROADS ASSESSMENT 
and ROADS PROGRAM RECOMMENDATIONS

The extreme physical deterioration of the road network in Zaire is a major constraint to social and economic 
development of the country's rural areas. USAID/Zaire. as part of its efforts to address the problems of the Zairian 
transport sector, contracted with DFM to assess the current financial and institutional constraints to rural road 
rehabilitation and maintenance, and to determine the feasibility of alternative financial and organizational 
mechanisms for improving the susiainability of road infrastructure in the country. A DFM team traveled to the 
Shaba and Bandundu regions of Zaire to assess road infrastructure and conduct interviews with government 
political figures, administrators, and technicians as well as private sector entrepreneurs and local citizens.

The team prepared a report which includes tn assessment of the local finance system and its implications for 
decentralized maintenance as well as an analysis of institutional factors in the provision and production of road 
maintenance services at the regional and IOC.M levels.

As a foll<.nv-on activity to the initial assessrient. DFM conducted a second study to: 1) analyze the capabilities of 
regional Zairian organizations to collect ami manage revenues dedicated to road maintenance; 2) propose 
organizational and institutional options for financing and managing resources for road maintenance on a 
decentralized basis; and 3) develop programmatic recommendations for USAID technical and financial assistance 
to national- and regional-level institutions in programming, budgeting, contracting, and inspection of road works, 
and in local resource mobilization and administration.

The team's assessment and recommendations to USAID/Zaire concerning the regionalization of planning, 
programming, and budgeting for road rehabilitation and maintenance as well as reforms in local fiscal and para- 
fiscal systems were key elements in the development of the Mission's Transport Sector Reform Project.
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Number 9 PHILIPPINES LOCAL FISCAL INTEGRITY ANALYSIS

The design of the Local Development Assistance Program (LDAP) called for in-depth study of the local 
government fiscal system and the existing capacity in revenue administration in the Philippines. To address this 
design issue USAID/Manila contracted the DFM project to prepare a study focusing on three related themes: 
implementation of public financial systems including budgeting, disbursement and accountability, 
intergovernmental grants flows, performance monitoring, revenue collections, and organization and relationships 
among government offices involved in financial administration; financial absorptive capacity of local government 
units in light of rising intergovernmental transfers; and overall system description and analysir-. The DFM study 
team made the following policy and program recommendations based on their findings:

1. The national government should increase transfers to local government units and pass enabling legislation to 
facilitate greater local revenue effort.

2. LDAP should be organized to encourage local revenue effort by direct grants tied to improvements in own- 
source revenue mobilization.

3. The Mission should clarify the fiscal implicatir , for local government units of the on-going revision of the 
Local Government Code, particularly concerning the adequacy of the revenue flows to meet local service provision 
responsibilities.

4. A set of service-specific indicators should be developed to guide disbursement of intergovernmental transfers 
among local units. This wouK' encourage targeting funds to those jurisdictions needing to meet minimum service 
standards.

5. A thorough analysis of the role of municipalities in service provision should be undertaken in the developing 
political economy of the Philippines.

Number 10 BANGLADESH: INTEGRATED FOOD FOR DEVELOPMENT
PROJECT DESIGN

The "Feeder and Rural Road Sector Assessment" prepared by DFM in November 1989 was a centerpiece of 
USAID policy and strategy in the roads sector and formed the basis for the identification of a new project on 
infrastructure development using food-for-work and labor-intensive road construction technology. As a 
continuation of this earlier work, the USAID Mission in Bangladesh called upon the project to conduct the design 
of the new Integrated Food for Development Project.

The design process was divided into three phases including pre-design studies. Project Implementation Document 
(PID), and Project Paper (PP) preparation. The team was also charged with donor coordination on road sector 
policy and in assisting the Government of Bangladesh in preparing their own project planning document. The 
multidisciplinary team was composed of economists, political scientists, institutional specialists, engineers, a 
project design specialist, a surface water management specialist, and a geographic information systems specialist, 
both expatriate and Bangladeshi. The team completed the first two phases of the design and produced a PID for 
the Integrated Food for Development Project. At this juncture the Mission decided not to continue the design and 
the third phase was never undertaken.
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Number 11 SAHELII - DECENTRALIZATION STUDIES

In May 1989, the Club du Sahel/CILSS sponsored an historic, Sahel region-wide roundtable in SSgou, Mali, 
attended by representatives of local rural organizations, government agency personnel, and donor officials. The 
purpose of the meeting was to examine natural resources management in the Sahel. The DFM Program Associate 
made a keynote presentation at the S6gou meeting based on the paper entitled, Options for Promoting User-Based 
Governance of Sahelian Renewable Natural Resources.

The paper found that natural resources management problems in the Sahel can be traced, in part, to growth of 
human and livestock populations, drought and insufficient legal capability of resource users and sub-national 
administrative jurisdictions to govern and manage their natural resources and finance investments to improve their 
productivity and sustainabiiity. These findings and the institutional analysis and design framework used in 
researching the paper sparked a high level of interest among participants at the Se"gou meeting. As a result, 
AFR/SWA requested further support from DFM to undertake two additional tasks.

The first of these tasks was an update and revision of the Options paper, the preparation of additional case studies 
in Sahelian natural resources management, and production of a field manual for use by development practitioners 
to apply the analytical framework to project development and evaluation. The DFM Program Associate prepared 
these materials and presented them at the Sahel Decentralization Workshop in Montreal in the Spring of 1990. 
Another part of this worlr order involved a short-term mission to assess Malian government decentralization 
objectives and develop a series of options for USAID support in this area.

Number 12 SAHEL IH - POLICY STUDIES

AFR/SWA commissioned DFM to conduct a three-part study to investigate decentralization policies in the Sahel.

Volume I of the "Sahel Decentralization Policy Report," titled "Decentralization, Governance and Problem-Solving 
in the Sahel," examines the crises in governance that confront Sahelian nations. It reviews how Sahelian regimes 
reached the current crisis, and proposes how decision makers might use institutional reforms to overcome the 
dilemma. The paper analyzes the development paradigm that motivated the architects of contemporary Sahelian 
governments; highlights the design failures in the centralized institutions that were established to enable regime 
leaders to build new nations; and finally, discusses how these institutional structures discouraged people from 
helping themselves. The paper proposes institutional reforms to support the emergence of more self-reliant, 
autonomous governance structures at the local level, using Institutional Analysis and Design theory and practical 
lessons of the DFM project.

The second volume, "Facilitating Transitions from Centralized to Decentralized Politics," explores the logic of 
decentralization and illustrates it with three practical cases: the growth of local government in Portugal, the limited 
experience to date with decentralization in the Sahel, and the beginning of decentralization in the Ivory Coast. 
This volume of the report analyzes evolving sub-national, general-purpose governments; the potential for special 
purpose governments; and the benefits of regimes that build upon voluntary, non-governmental, communal action.

The final volume of the report presents a case study of forest governance and management by a local community 
in Mali that illustrates how decentralized approaches to resource management can improve overall governance in 
the Sahel.

This three-volume study is one of several research efforts that the DFM Project has conducted in collaboration 
with AFR/SWA to study policies and programs promoting decentralization in the Sahel.
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Number 13 CAMEROON PRAMS INSTITUTIONAL ANALYSIS 
and IMPLEMENTATION SUPPORT

Liberalization and privatization of Cameroon's arabica coffee market is an important reform component of the 
country's Structural Adjustment Program. The goal of the liberalization reform is to improve the efficiency of the 
system by maximizing profits for the smallholder coffee producers, while minimizing the costs of marketing. As 
part of the reform process DFM provided assistance to the Government of Cameroon and USAID to design a 
Program for Reform of the Agricultural Marketing Sector (PRAMS).

The DFM team prepared a policy and institutional analysis of the arabica coffee subsector, assessing the strengths 
and weaknesses of existing Cameroonian institutional arrangements, the organizational performance and capacity 
of two marketing cooperatives, and the feasibility of proposed market reforms. This resulted in a report entitled, 
"An Institutional Analysis of the Processing and Marketing of Arabica Coffee in the North West and West 
Provinces of Cameroon," on which the detailed design of PRAMS I was based.

DFM also provided support for implementation of reforms by providing the services of a Senior Institutional 
Specialist, an Institutional Analyst, a Coffee Marketing Specialist, a Coffee Processing Specialist, and a Financial 
Management Specialist. This team assisted the Northwest Cooperative Association (NWCA) in organizing and 
conducting its coffee marketing and processing activities during the 1990/1991 campaign, and in facilitating the 
initial efforts for the association's restructuring.

Number 14 INDONESIA CONTRACTOR PERFORMANCE SPECIAL STUDY

The purpose of the USAID-supported Rural Roads Maintenance Systems Project (RRMS) is twofold: to develop 
an effective and sustainable system of road maintenance and management at the district level, and to devolve to 
local authorities the responsibilities for supervising the technical quality of district road work and financing road 
maintenance at the district level. USAID/Indonesia contracted with DFM to support the RRMS by undertaking a 
study of how private contractor performance, and the interaction between the public and private sectors, affects 
district road programs.

The DFM team was responsible for four activities: examining contractor performance and its linkages with the 
present rural roads maintenance program; preparing a model which illustrates the process by which road 
improvements are executed; examining the innovative roles the private sector could play for rehabilitation and 
maintenance of roads; and specifically evaluating contractor performance. All of these issues were analy/.ed in 
order to suggest reforms to improve i!ie institutional capacities at the district level to carry out rehabilitation and 
maintenance work.

The DFM team's final report contains data from a survey of contracting firms, a series of case studies on specific 
road rehabilitation contracts, an analysis of government contracting and procurement regulations, and 
recommendations to improve contractor performance and the interactions between public officials and private 
sector contractors.

- Annex B, page 7 -



ANNEX B - CONTRACT DESCRIPTIONS
1

Number 15 INDONESIA LOCAL RESOURCE MOBILIZATION STUDY

As part of a USAID-supported project to upgrade the Government of Indonesia's rural road maintenance system, 
DFM conducted a study on local resource mobilization for rural roads maintenance.

The objective of the local revenue mobilization study was to suggest ways to strengthen district government 
revenue generation capacities. Specifically, the study focused on:

• identifying and quantifying sustainable local sources of road maintenance revenue;
• evaluating the economic, financial, and political impact of potential sources of local government 

revenues; and
• developing a pilot program for local revenue generation.

The DFM team was comprised of both expatriate and local experts, including a public finance economist, a local 
government specialist, a transportation economist and planner, a local financial management specialist, and a local 
government specialist.

Specific outcomes of this study included an assessment of the local government's taxing authority; the 
identification of local government revenue sources; an analysis of feasible and enforceable user fees; an evaluation 
of user-fee compliance systems; and an analysis of local tax systems' capabilities to administer the proposed new 
revenue sources. Detailed implementation plans were also developed for several pilot resource mobilization 
schemes.

Number 16 IMPROVING GOVERNANCE IN SUB-SAHARAN AFRICA

In an effort to determine how structural adjustment programs affect decentralization and governance in Sub- 
Saharan Africa. USAID's Africa Bureau requested DFM to study the issue in selected countries. In response 
DFM fielded a multidisciplinary team of core research staff and consultants including specialists in public finance 
economics, political science, public administration, sociology, and anthropology. The study terms of reference 
called for the following:

• an analysis of what "push and pull" factors emerge from economic policy reform and lead to a 
decentralized approach to economic management;

• a review of experiences where decentralization was adopted as a result of economic policy 
reform (in Sub-Saharan Africa), especially as it relates to the issues of participation, fiscal 
management, and accountability; and

• recommendations for using devolution to improve the effective and broad-based implementation 
of financial and institutional restructuring which is necessitated by economic policy reform.

To provide important background and a framework for analysis, the team produced an inception report on the 
theoretical rationale for a decentralized approach to public service delivery, and a summary of experience with 
decentralization and structural adjustment. Fieldwork in Nigeria, Ghana, and Ivory Coast on primary education 
and health services followed, and included extensive interviewing and data collection on the form of local 
governments, local public finance, and local traditional institutions.

The final product is a four volume set including case studies for each of the three countries and a synthesis report 
with recommendations for decentralized public service provision and improved governance.
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Number 17 MADAGASCAR: KEAPEM PAAD DESIGN

To help address the associated problems of environmental degradation and constrained economic development that 
exist in rural areas in Madagascar, USAID and the Government of Madagascar (GDRM) decided to undertake a 
program of assistance titled "Knowledge and Effectiv; Application of Policies for Environmental Management" 
(KEAPEM). DFM was contracted to participate in tr« design of KEAPEM and to prepare the Program Assistance 
Approval Document (PAAD). To this end, a DFM team of local and expatriate specialists spent two months in 
Madagascar preparing background analyses and assessment reports.

The purpose of the KEAPEM program is to mobilize resources aimed at making governance, management and 
protection of Madagascar's diverse biological resources sustainable. The program's policy objectives focus on 
increasing revenue generaiion at the local level, strengthening national institutions and processes, and developing 
local capacities to initiate and sustain natural resource governance and conservation. The DFM project's 
experience in institutional analyses and public finance was applied in assessing resource management issues and 
assisting USAID and the GDRM in outlining policies that would help resolve resource management problems.

The DFM team provided expertise in decentralization, local resources financial analysis, natural resources and 
forest management, public institutions financial analysis, community development, local currency endowment, and 
livestock and range development. In developing draft elements for the KEAPEM PAAD, these specialists 
conducted a thorough program analysis that examined rural-urban linkages, local farmer organizations and 
participation, and rural financing opportunities. In its assessment of the feasibility of conditionality, short-, 
medium-, and long-term adaptive strategies were examined, as were the range of resource tenure access issues at 
play in the country. Technical issues were also specifically addressed in the areas of forest utilization and 
conservation, watershed and irrigation system management, and public and private sector support activities.

Number 18 NRMS I - LOCAL AUTONOMY STUDY 
and NRMS II - IFRI MONITORING PLAN

In 1987 USAID Africa Bureau's Natural Resources Management Support (NRMS) project initiated a wide-ranging 
program of natural resources management (NRM) activities including technical assistance to USAID missions and 
African governments, the training of Africans in NRM-related skills, the preparation of special studies, 
conferences, workshops, a series of grants in support of biodiversity research and pilot projects, and the 
mobilization of African NGOs. DFM participated in this program by conducting research and analysis on the role 
that emerging local autonomy can play to encourage sustainable resource management. In a year-long effort a 
team of DFM technical staff analyzed the relationship between local autonomy and sustainable resources 
management. Field work took place during the Spring of 1992 in Mali, Uganda, and Namibia. In each case, the 
team investigated successful examples of autonomous resource management. Based on the field and secondary 
source research, a series of conditions that promote sustainable resource management were articulated. In addition, 
recommendations were made regarding how the conditions could be established and what further research should 
be conducted. Findings were distributed in a final report ?nd presented at a seminar for USAID staff and 
collaborating organizations in Washington, D.C.

The research continued under a subsequent buy-in to DFM and resulted in the development of a plan to monitor 
the effects that natural resource management policies and programs have on the institutions, rules, and incentive 
structures that underlie individual and community-level resource management decision making. The plan was 
developed based on field work and a training program conducted in Uganda, and uses the International Forestry 
Resources and Institutions (IFRI) data base for data collection and analysis.
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Number 19 NIGER LOCAL GOVERNMENT FINANCE STUDY

In preparing its; Country Program Strategy Plan (CPSP), the USAID Mission in Niger focused on public sector 
efficiency and its relationship to decentralization of administrative authority and fiscal resources to local 
governments as one of its four strategic objectives. To determine how it might most effectively assist the 
Government of Niger in strengthening the role of local governments in the provision of basic services and 
infrastructure, USAID/Niger requested the services DFM to identify the actual and potential capabilities of local 
(arrondissement) governments to fulfil their assigned tasks.

A two-person DFM team composed of a Public Finance Economist and a Rural Sociologist prepared case studies 
of the financial situation and service provision capabilities of seven arrondissements in the country. These case 
studies, combined with broader fiscal data and performance analysis, identified the key constraints and 
opportunities for improving local government revenue generation and administration to fund local services and 
infrastructure investments. Based on this assessment, the team developed recommendations to improve the capacity, 
of arrondissements to provide basic infrastructure and services vital to local economic development.

In keeping with similar assessments carried out in other countries under the DFM project, the team focused data 
collection and analysis on the governance systems which determine th; interactions among local service 
beneficiaries, providers, and producers. These relationships are critical to efficient and equitable service provision 
that reflects citizen preferences and to determining the extent to which servic.? consumers are willing to pay for 
part of the costs of those services through various fiscal and para-fiscal mechanisms.

Number 20 SAHEL IV - DECENTRALIZATION SERVICES AND NRM

AFR/SWA contracted with DFM to conduct four separate yet related activities designed to promote decentralized 
systems of governance in the Sahel.

For a regional conference in Praia, Cape Verde, in June 1994 DFM prepared a synthesis paper summarizing 
findings (based on case studies) about the relationships between decentralization, provision of public services, 
sustainabie management of natural resources, and governance. This paper served as a major foous for discussion at 
the regional conference.

DFM also participated in me 1992 OECD Experts Seminar. This forum provided an opportunity for donors and 
Sahelian experts to reflect on long-term issues. DFM funded the participation of experts in public service delivery 
and resource management, and prepared a report--"Decentralizing Public Service Provision in CILSS Countries." 
The report summarizes the problems Sahelian societies confront as central governir-'nts decentralize service 
provision, and the ways donors can support the process.

A DFM team also conducted fieldwork in Cape Verde and investigated whether decision making in public service 
delivery and management of renewable natural resources can be improved by devolving power to sub-naiional 
level governments. The team investigated political, administrative, demographic, and physical conditions in a 
variety of Cape Verdian municipalities to determine the feasibility of devolution. The findings and a series of 
recommendations are contained in a final report, "Decentralization, Demonetization, Public Service Provision and 
Governance and Management of Renewable Naiural Resources: Initiatives and Dilemmas in Cape Verde."

For the final task, a DFM team studied education in Chad, where years of intermittent warfare have resulted in de 
facto decentralization of the formerly centralized education system. The goal of the study was 10 understand the 
systems that have been established to determine if the lessons learned are applicable to decen;rali/ation efforts in 
other sectors.
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Number 21 CAMEROON-PROGRAM FOR RESEARCH ON MARKET TRANSITIONS.iV-^/^^.^v^^iyv'/-'^''--;-';."'.'.?'-'-' . • (PROMT)'''. •'.•'. ''-V-;'-' 1 ^ V'- : '• '

In conjunction with the USAID/Cameroon-funded Program for the Reform of the Agricultural Marketing Sector 
(PRAMS I), DFM was contracted to conduct a two-year research program. The Program of Research on Market 
Transitions (PROMT) was designed to provide guidance on how best to support the transition to a more market- 
based economy. Specifically PROMT was intended to provide an assessment of alternative ways of undertaking 
market development and liberalization, and identify implementation problems and strategies for overcoming them.

The DFM research team prepared a set of background papers to provide both contextual information and analysis 
as well as to establish the theoretical orientation for the research effort. Five case studies were also prepared to 
provide practical information for USAID and Government of Cameroon managers and technical assistance 
personnel about the effects of specific changes in institutional arrangements being implemented under PRAMS I 
and other reform programs, and contribute to the broader analysis on how best to design and implement structural 
adjustment aimed at liberalizing and privatizing an economy while minimizing social costs.

USAID/Cameroon also requested DFM to conduct periodic assessments of PRAMS I implementation. Members 
of the research staff participated in the intra-annual assessments in order to better inform USAID and the 
Government of Cameroon on the constraints to effective implementation of policy reforms and cooperative 
restructuring and the attainment of PRAMS I objectives.

Number 22 INDONESIA: DISTRICT EQUIPMENT POLICY STUDY #1 and #11

The DFM Project has provided ongoing support to USAID/Indonesia's Rural Roads Maintenance Systems Project 
through a series of special studies. The first two investigated local resource mobilization, and contractor 
performance. The third assessed the road equipment maintenance system to determine if the deficiencies in the 
district equipment maintenance program could be resolved by privatizing some of its components.

The DFM team met with central, provincial, and district-level government officials, representatives of donor 
agencies, and individuals in the private sector, collected data and conducted interviews in Jakarta and in two 
provinces; and prepared a final report, three detailed annexes, and an action plan for pilot testing.

The study team concluded that the deficiencies in current district equipment maintenance practices are 
fundamentally caused by the limited markets and uneven demands for equipment, and the fragmented system of 
equipment management. Evaluation of five options to overcome the deficiencies in maintenance led to the 
recommendation that Autonomous Plant Hire Units be established. These units would consolidate management of 
equipment under local governments. The team determined that full privatization was not a viable option at this 
time. The recommended option is seen, however, as a move in the direction of privatization.

USAID/Indonesia is funding implementation of a pilot study to test the plant hire option, as recommended in the 
DFM team's action plan, A subsequent DFM work order has provided technical assistance to the Government of 
Indonesia for implementation of the pilot programs. This includes drafting policy, preparing cost analyses, and 
direct technical assistance and training.
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Number 23 CAMEROON: HEALTH PROJECT EVALUATION

USAED/Cameroon requested DFM to conduct an institutional analysis of their community co-financed and co- 
managed health program in Cameroon. The main objectives of the study were to analyze the structural and 
institutional problems related to the functioning of health committees; and to propose options to USAID and the 
Ministry of Public Health to improve implementation of the primary health care system.

The DFM team interviewed community residents, members of the health committees, and Ministry of Health 
officials in three provinces. Research focused on the 1989 reorganization of the Ministry, the reorientation of 
national primary health care policy, and the health projects efforts to establish community participation structures 
in the co-financed and co-managed primary health care system. The team also examined the functioning of the 
existing health committees; the statutes which provide the provincial, district, and health area level with legal 
status and the right to enter into contractual obligations; and issues related to the effective implementation of 
Ministry policy.

The team concluded that the primary health care strategy is sound, but that a variety of issues could restrain 
implementation of further reforms for increasing community participation. A series of recommendations were 
made regarding education, mobilization of resources, enforcement of rules, research, and improved incentives to 
assure the success of the community co-management structures and the primary health care system.

Number 24_________MALI INSTITUTIONAL ANALYSIS WORKSHOP_______________

As more power is devolved to local-level jurisdictions in Mali, local populations will have an increasingly 
important say in how public authority is exercised, choices are made, and activities are implemented. National 
policy on decentralization focuses on public service delivery and natural resources management. Several projects 
in Mali have begun experimenting with local level problem solving in these areas.

Within this context, USAID/Mali contracted with the DFM Project to conduct a training workshop for 
nongovernmental organizations working in the Fifth (Mopti) Region on institutional analysis and development. 
The goal of the workshop was to impart skills that would allow participants to work with communities to diagnose 
institutional problems associated with natural resources management, and to design solutions to those problems.

The workshop combined lecture and review of materials, and field collection of dna. Approximately 25 people 
attended the workshop which was conducted in collaboration with the Near East Foundation, an NGO active in the 
region.
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Number 25 CAMEROON: PRAMS ASSESSMENT

As part of DFM assistance to USAID/Cameroon for analysis, technical support, research, and design services 
associated with the Program for the Reform of the Agricultural Marketing Sector (PRAMS) in Cameroon, project 
teams conducted intra-annual and annual reviews of PRAMS implementation.

The DFM teams periodically reviewed progress in implementing PRAMS I and provided guidance to the DFM 
PRAMS research team to ensure consistency of the monitoring, evaluation, and research agendas.

Each annual review required an assessment of seasonal changes in coffee buying, processing, and sales. The 
Project Implementation Agreements and New Internal Marketing Arrangements were also reviewed and critiqued, 
as were the most recent external audit results. During the intra-annual reviews, the assessment teams analyzed the 
coffee marketing situation, provided guidance on coffee processing, and provided technical assistance and advice 
on other issues that arose during the course of project implementation.

The assessment reports prepared periodically by the DFM team were an effective mechanism for trouble-shooting 
during project implementation. The assessment reports proved to be extremely valuable in bringing operations and 
policy issues to the table and facilitating resolution of these problems.

Number 26 MADAGASCAR: GOVERNANCE STUDY

To support its program for Knowledge and Effective Policies for Environmental Management (KEPEM), 
USAID/Madagascar contracted the DFM Project to conduct a research program to investigate rules associated with 
governance and conflict resolution in communities in the buffer zones around protected areas. The goal of the 
research program was to better understand the communities' rules and management systems so that they can be 
accounted for and potentially built upon during the KEPEM policy reform process.

The 8-month study involved technical oversight and periodic field visits by DFM's Senior Program Associate, and 
12 months of field work by a lead field researcher and a team of three research assistants. Data collection took 
place in three protected areas. The resulting report suggested local policy, legislative and administrative changes 
to facilitate improved natural resources governance, management and biological diversity conservation at the local 
level. The report includes a proposed system for monitoring policy reform and its impacts on biodiversity in 
selected sites. A three-day reporting seminar designed to inform Malagasy policy-makers and technicians of 
research results culminated the study.

The study, carried out in collaboration with the University of Wisconsin Land Tenure Center, also looked at rules 
associated with land and resource tenure. Furthermore, it highlighted ways to strengthen local provision of public 
services (education, health, road maintenance). The purpose was to improve resource users' capacity to survive 
and prosper despite stresses on their production systems caused by creation of protected areas adjacent to their 
communities.
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Number 27 TANZANIA: ATAP PROJECT POLICY REVIEW

USAID/Tanzania's Agricultural Transportation Assistance Program (ATAP) operates as part of Tanzania's World 
Bank-coordinated Integrated Roads Program (IRP). Through ATAP, USAID supports rehabilitation of designated 
agricultural roads through contracts to local contracting firms.

USAID contracted with uFM to conduct an institutional analysis and policy implementation review of ATAP, 
specifically in regard to its relationship with the IRP. This review studied institutional, contracting, and financing 
issues. The goal was to assist USAID in determining how ATAP and USAID's participation in the IRP should 
proceed.

A four-person DFM team spent four weeks in Tanzania conducting an institutional analysis, reviewing the 
progress of development of the local contracting industry, and analyzing the mechanisms developed to fund 
ongoing repair and maintenance of Tanzania's road network. The institutional analysis focused on presenting a , 
thorough explanation of all actors and issues that currently impact on sustainable road maintenance. The 
coniracting review focused on the institutional issues and incentives that prompt contractors' performance, while 
the financial review presented a discussion of the various tax mechanisms currently used to finance road works.

DFM's final report was presented by USAID/Tanzania at an IRP donor's conference held in October 1993.

Number 28 ECONOMIC POLICY MANAGEMENT IN THE SAHEL

The purpose of this study was to investigate the relationships between political liberalization, democratization, and 
economic policy reform in Mali, in order to bring further transparency and popular participation to the national 
economic policy process. Mali was a propitious site for these inquiries because, since 1991, its government has 
been making considerable progress in assuring sustained political and economic liberalization. The cotton 
subsector in Mali was chosen as a prime example of where economic policies were influenced by the advocacy of 
interest groups.

DFM was requested to conduct this research in close collaboration with Malian researchers and resource persons, 
relying on a combination of analytical tools in the economic policy, institutional, and stakeholder areas. This 
allowed the team to gain an understanding of: institutional processes within the central bureaucracy and a major 
parastatal enterprise; interest groups directly involved in the cotton subsector and their interactions with the policy 
process: the role of linkage institutions (media, political parties, parliamentary groups); and the role of bilateral 
and multilateral donors.

This study has shed light on the patterns of relationships among institutional stakeholders within a central 
administration, and within a parastatal enterprise. As a result, the intricacy of their interactions, and consequences 
on the policy process, became clearer. It has also confirmed that the internal dynamics of interest groups can be 
equally complex, and that this has a direct bearing on the extent to which a national bureaucracy can engage in 
productive negotiations on policy issues with various interest groups.

The study provided insights into the dynamics, potential, constraints and overall effectiveness of a farmers' union 
actively involved in discussions and negotiations over key sectoral policy issues. It also highlighted the 
considerable diversity of interest groups, in terms of their own objectives, size, composition, structure, strategies, 
economic and political weight, and overall effectiveness. In addition the research analyzed potential roles of the 
written press, the radio, and parliamentary groups in formulating and implementing economic policy.
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Number 29 NIGERIA: HEALTH AND GOVERNANCE 
ASSESSMENTS AND TRAINING MATERIALS

In the late 1980s Nigeria instituted several policy decisions which were intended to increase the authority and 
responsibility of local governments, and which made primary health care the focus of the national government 
health system. Despite these initiatives, reform of the local government and health care sectors was slow to come. 
By 1992 USAID/Nigeria, which operated several primary health care projects in the country was concerned with 
the persistent operational problems that plagued local government health care offices. To address these problems 
an ARD, Inc. team was asked to assess how primary health care was being provided at the local government level, 
focusing on governance issues such as accountability, responsiveness, transparency, and organizational efficiency.

That reconnaissance led to a more in-depth health and governance initiative which spanned 12 months and which 
was contracted through DFM. The DFM team consisted of an expatriate (U.S.) expert in governance, a Nigerian 
professor of local government, a professional facilitator and trainer, and a local support and technical assistance 
staff. Their activities began with a more in-depth local government/primary health care reconnaissance to visit 
areas of Nigeria not covered during the first study.

The team then prepared a complete strategic assessment which described the conditions found at the local 
government level and the weaknesses in areas such as planning, programming, supervision, budgeting, and inter 
governmental relations which were leading to poor health delivery performance. The assessment report was used 
as the basis for two DFM-managed workshops that gathered professionals who reviewed the findings and made 
specific comments regarding the cause of these weaknesses and how they could be corrected. The DFM team 
used these comments and recommendations as the basis for designing a training program for those responsible for 
health care delivery. Draft training modules on topics such as governance, community participation, and revenue 
mobilization were written.

DFM's involvement in the project was abbreviated due to the political situation in Nigeria and the resulting 
slowdown of USAID's activities there. Nonetheless, DFM's final repons presented the training modules and 
described the specific actions that would be required to reinitiate the governance and primary health care training 
program.
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ANNEX C: DFM PUBLICATIONS

General

1. Foundations for DFM Research: A Prologue to the Study of Institutions and Public 
Finance.
Susan Wynne, Larry Schroeder, James S. Wunsch, and Taryn Rounds, June 1990.

2. Workshop on Democracy and Governance - Proceedings. 
September 1991.

3. Social Capital, Self-Organization, and Development. 
Elinor Ostrom, December 1994

Infrastructure

4. Financing Recurrent Costs of Rural Roads in Bangladesh: Some Key Issues.
Larry Schroeder, August 1988.

5. Institutional Analysis of Rural Road Maintenance in Bangladesh.
James S. Wunsch, August 1988.

6. Irrigation and Forestry: Materials for a Research Planning Workshop.
Compiled by Elinor Ostrom, Shui Van Tang, Arun Agrawal, James T. Thomson, and David 
Greytak, March 1989.

7. Upland Access Evaluation and Follow- On Options.
James T. Thomson, Bruno Navera, Raj Sikka, and Norman Ramos, March 1989.

8. Decentralized Finance and Management of Road Maintenance in Zaire. (French and 
English versions.)
Louis Siegel, Robert Hall, and Jean McNeil, August 1989.

9. Bangladesh: Feeder Roads Maintenance and Improvement Project Evaluation, and 
Appendices - Bangladesh Rural and Feeder Roads Sector Assessment. 
David Gephart, Louis Siegel, Ed Connerley, and Larry Schroeder, November 1989.

10. Review of USAID/CARE Integrated Food for Work Program.
Ann Fitzcharles and Ed Connerley, December 1989.
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11. Managing and Financing Rural Road Maintenance in Developing Countries.
Larry Schroeder, May 1990.

12. Regional Management and Finance of Road Maintenance and Rehabilitation in the 
Republic of Zaire.
Robert Hall, Louis Siegel, and Peter Maxson, June 1990.

13. Cost Recovery and Local Resource Mobilization: An Examination of Incentives in 
Irrigation Systems in Nepal (Volume I), and Appendix: Case Studies (Volume II). 
Rita Hilton, December 1990.

14. Special Study on Contractor Performance (Volume I), and Cases and Data (Volume II). 
Ed Connerley and Louis Siegel, December 1990 and March 1991.

15. Rural Roads Maintenance Systems Project - Special Study on Local Resource
Mobilization for Road Maintenance, Volume I - Final Report, Volume II - Case Studies, 
Volume III - Pilot Program Implementation Plan.
Larry Schroeder, et al., March 1991

16. Crofting Institutions for Self-Governing Irrigations Systems.
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