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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 v:ith 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 institutioral policy reform in Cameroon; an
analysis of DFM research on decentralized public scrvice 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 progrars aimed at improving our understanding
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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.




I. OVERVIEW

A. Origins of the Project

The Decentralization: Finance and Management (DFM) project was devigned 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
tney 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.® 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 cf Louis Siegel, Senior Program Manager (ARD); Jamie Thomson,
Program Associate (ARD); David Green, Deputy Program Manager (ARD); Elinor Ostrom,
Research Associate (IU); and Larry 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 burcaus'. Under the core component of the

' 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 pubiic services and renewable natural resources
combines the fielus 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 making a total .-
seven year life of project.

* 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 USAID/Washington, the project became part of the Global Bureau, Democracy Center.




project, DFM researchers have conducted a program of theoretical and applied research, and
dissemninated 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 nirie journal articles and chapters in edited volumes, and have presented papers at
forty corferences 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
USAID central bureau-funded work orders (see Table 4). These activities resulted in the
preparation of over sixty reports and directly contributed o mission sirategic 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 deceatralization 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 UNLP. 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.




TABLE 1

PUBLICATIONS: BOOKS, JOURNAL ARTICLES AND CHAPTERS IN EDITED VOLUMES

TITLE

AUTHOR(S)

PUBLISHER

"Consent and the Provision of Local Public Goods
a.d Services: Scme Reflections trom Ghanaian and
Nigerian Experiences”

Elinor Ostrom and Tina Vest

in, Jenkins, J. and David Sisk, editors,
Development by Consent: The Voluntary
Supply of Public Goods and Services, 1CS
Press, San Francisco, 1993

Crafting Institutions for Self-Governing Irrigation
Systems

Elinor Ostrom

Institute for Conteraporary Studies Press,
San Francisco, 1992

"Provincial Motor Vehicle Taxation in Indonesia"

Khairul Mahadi, Larry
Schroeder and Huei-Huang
Wang

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

"The Govemnance and Management of Irrigation
Systems. An Institutional Perspective”

Shui Yan Tang and Elinor
Ostrom

in, Overseas Development Institute Network,
Paper 23, 1993

Instuutional Incentives and Sustainable
Development: Infrastructure Policies in Perspecuve

Elinor Ostrom, Larry
Schroede~ and Susan Wynne

Westview Press, Boulder, 1993

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

Elinor Ostrom, Larry
Schroeder and Susan Wynne

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

“Design Principles in Long-Enduring lrrigation
Institutions”

Elinor Ostrom

in. Water Resources Research, 29 (7) 1993:
1907-1912

"Coping with Asymmetries in the Cominons: Self-
Goverming Irrigation Systems can Work”

Elinor Ostrom and Roy
Gardner

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

(1) "Analyzing Policy Reform and Reforming
Policy Analysis: An Institutionalist Approach,”
(2) "The Institutional Analysis and Development
Framewark: Application to lmgation Policy in

Nepal,” and (3) "An Institutional Analysis of Local-

level Common Pool Woodstock Governance and
Management: Implications for Enviconmental
Policy.”

(1) Ron Oakerson and Tjip
Walker

(2) Wai Fung Lam, Myungsuk
Lee, and Elinor Ostrom

(3) James T. Thomson

in Brinkerhoff, D.W., editor, Policy Analysis
Concepts und Methods: An Institutional and
Implementation Focus, JAD Press, 1995




TABLE 2

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

CONFERENCE PAPER

PRESENTER(SY
AUTHOR(S)

CONFERENCE

"Observations on Common Property Resource
Management”

Elinor Ostrom

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

"An Institutional Analysis of Micro-Political
Processes”

Elinor Ostrom

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

Panel Discussion, “Theoretical Developments in
Public Policy Studies”

Elinor Ostrom

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

“Self-Governance and the Tragedy of the Commons”

Elinor Ostrom

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

Lecture Senies on “Methods of Institutional
Analysis”

Eliior Ostrom

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

"Options for Promoting User-Based Govemance of

Sahel Natural Resources”

Jamie Thomson

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

"Natural Resource Management and
Decentralization”

Elinor Ostrom

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

"A Method of Insututional Analysis”

Elinor Ostrom

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

Discussion of Analytical Framework for Natural
Resource Management

Jamie Thomson and Louis
Siegei

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

“"Options for Promoting User-Based Governance of

Sahel Natural Resources”

samie Thomson

CILSS Roundtable, Segou, Mali, May 1989

Rural Roads Sector Assessment Findings and
Recommendations

Larry Schroeder, Ed
Cenrn.rley, Susan Wynne,
and Louis Siege!

Seminar on Rural Roads Scctor Assessment, Dhaka,
Bangladesh, May 1989

"Property Rights in the Context of International
Development”

Elinor Ostrom

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

"A Pulitical Scienusts View of Policy Studies”

Ehnor Ostrom

APSA Annual Mecting, Atlanta, GA, October 1989

“The Role of Institutional Analysis in Policy
Reform: The Case of Privatization”

Ron Oakenon

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

“Institutional Analysis. Privatization, and
Decentralization”

Jarmie Thomson, Ron
Ouakerson, and Louts Siegel

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

“Finance and Management of Road Infrastructure”

Larry Schroeder

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

"Institutional {ncentives & the Performance of
Irrigation Systems in Nepal: An Initial Analysis”

Elinor Ostrom

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

"Design Principles of Long-Enduring Self-Goverming

Institutions”

Elinor Ostrom

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




TABLE 2 (Cont.)

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

CONFERENCE PAPER

PRESENTER(SY
AUTHORG) -

CONFERENCE

— ]

“Institutional Incentives and Rural Development”

Elinor Ostrom

Centro de Estudios de la Realidad Economica Y Social,
Montevideo, Uruguay, June 1990

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

Elinor Ostrom

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

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

Rita Hilton

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

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

Gina Davis and Elinor
Ostrom

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

"Decentralized Finance and Management of Rural
Infrastructure Maintenance”

Louis Siegel

Seminar for the Engincering Consulting Firms
Association, Japan (ECFA), Japanese Intemational
Cooperation Agency (JICA), and the Overseas Economic
Cooperation Fund (OECF), Tokyo, Japan. April 1991

"Democracy. Govemance and Development”

"A Framework for Institutional Analysis”
"Exchange, Entrepreneurship, and Market
Govemance: An Institutional View ot "The Market’
"Resource Mobilization and Roads: Micro
Experiments in [ndonesia”

Peer Training as a Way to Motivate Institutional
Change in Farmer-Managed [mmigation Systems”
"Cost Effective Renewable Natural Resources
Govemnance: The Kayes Fisheries Traditional
Institutions and the Forest Service"

Democracy, Govemance and Institutional Analysis”

Vincent Ostrom
Elinor Ostrom
Ron Oakerson
Larry Schroeder
Robent Yoder
Janmie Thomson

DFM Project sponsoicd "Woikshop on Demeeracy and
Goverance” Washingion, D.C.. September 1991

Discussion of conceptual issues in the analysis of
common pool resource governance and management
problems

Ehnor Ostrom, Jamie
Thomson. Ron Qakerson

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

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

Elinor Ostrom and Paul
Benjanun

in Performance Measurement 1n Furmer-Munaged
Irniganon Systems; Intemnational Workshop of the
Farmer-Managed lrrigation Systems Network: Mendoza,
Argentina, November 1991

"Govemance and Democracy” and “Self-Organizing
Democratic Institutions”

Ehnor Ostrom and Vincent
Ostrom

Conference on “The Theory of Democratic Institutions”
in Taipei. Taiwan, January 1992

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

Larry Schroeder

Reyional Policy Seminar on Utban Infrastructure
Finance and Provision, Tunisia, May 1992

“{nstitutional Incentives and the Provision of
Decentralized Public Services in Developing
Countries”

Lamy Schroeder

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

Nepal imigation studies

Elinor Ostrom and Danny
Lam

Seminar on “Institutions, Incentives and Irmigation in
Nepal," Kathmandu, Nepal, December 1992




TABLE 2 (Cont.)

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

CONFERENCE PAPER .

PRESENTER(SY
AUTHOR(S)

CONFERENCE

Presentation of findings from Nepal irrigation studies

Elinor Ostrom

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

"Decentralization in the Sahel”

Jamie Thomson

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

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

Jamie Thomson and Elinor
Ostrom

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

Discussion of Ncpal irrigation studies and analytical
methods

Elinor Ostrom

Workshop, “From Farmers' Fields to Data Fields: A
Synthesis of Panticipatory Approaches 1o Resource
Information Systems” in Chitwan, Nepal, March 1993

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

Elinor Ostrom, Jamie
Thomson

International Assoctation for the Swudy of Common
Propenty, Manila, Philippines, June 1993

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

Elinor Ostrom

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

“Taxes, Other Revenues, and Intergovernmental
Transfers: The Intemational Experience”

Larry Schroeder

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

"A Relational Archive for Natural Resources
Govemance and Management™

Elinor Ostrom, Sharon

Huckfeldt. Charles Schweik,

and Mary Beth Wertime

UNEP/IUFRO/FAO International Workshop on
"Developing Large Environmental Data Bases for
Sustainable Development” Nairobi, Kenya, July 1993

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

Jamie Thomson

Seminar on “Improved Natural Resource Management -
The Role of the State versus that of the Local
Commumty” Jylhinge, Denmark, November 1993

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

Elinor Ostrom

Conference on “Hierarchies. Markets, Fower in the
Economy: Theornies and Lessons from History,” Milan,
ltaly, December 1993

"Performance Indicators for the Local Government
Sector”

Larmy Schroeder

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

“Pecentralization in the Sahel”

Jamie Thomson and
Chetbane Couhibaly

CILSS/Club du Sahel Conference. Praa, Cape Verde,
June 1994

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

Jamie Thonwon and David
Green

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

Seminar on Participation, Decentralization and
Democracy

Louis Siegel. Elinor Ostrom,

Larry Schroeder, Ron
Oakerson, Jamie Thomson,
Nadia Rabesahala

USAID Seminar, Washingtor.. D.C., November 1994




TABLE 3

DFM ORGANIZED SEMINARS, WORKSHOPS AND TRAINING SESSIONS

Subject/Titleof ..~ |~ Location Dates’ Approximate DFM Project Staff
Seminar, Workshop |-~ Number of

or Training Session Attendees

Training Sessions in | Kathmandu, Nepal March 1989 20 Elinor Ostrom,
Institutional Analysis Jamie Thomson, and
and Policy Research David Greytak
Design

Study Tour for Bloomington, IN May 1989 6 Ron Oakerson,
Nepali Government Elinor Ostrom
Officials on

Institutions and

Local Government

Lecture Series on Yaounde, Cameroon October 1989 15 Ron Oakerson
“Institutional

Analysis of Market,

Quasi-Market, and

Burcaucratic

Regimes”

Institutional Analysis | Douentza, Mali March 1993 25 Jamic Thomson,

for Natural Cheibane Coulibaly,
Resources Hamidou Magassa
Management

International Kampala, Uganda September - October 15 Elinor Ostrom,
Forestry Resources 1993 David Green, and C.
and Institutions Dustin Becker
(IFR1) Program Pilot

Training Session

USAID Governance Ife and Zaria, Nigeria March 1994 50 David Green, James
Initiative in Nigeria: Wunsch, Gary
Strategic Issues Forbes, Dele Olowu
Workshops

USAID Governance Badagary, Nigeria May 1994 15 Gary Forbes, Dele
Initiative in Nigeria: Olowu

Panticipant Training

(Training of Trainers

and Curriculum

Development)

USAID KEPEM Manatsoa, September 1994 60 Jamie Thomson,
Program: Field Madagascar Nadia Rabeschala,

Studies Policy
Reform Reporting
Seminar

Mavainiaina
Razafindrabe




TABLE 4 - DFM BUY-INS

: = |
f Assignment Title Contract Modifi- USAID Location of Field Report Titles ARD Task # and-
cation/Delivery Spoasor Work Project Description # -

3 Order Numbers | (See AnnexB) : -
Sahel I - Strategy to Mod. | AFR/SWA NA Options for Promoting User-Based Governance of Suhelian Renewable Natural Resources Task #2;
Promote User Based Description #1
Management of _
Natural Resources

In preparation for a major international roundtable on Sahelian development issues, particularly natural resources management, DFM analyzed a ceries 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 goveming types of resources encourage effective resource management. The study
concludes with policy implications and proposed strategies. The paper was presented to international audiences at a donor advisory group meeting. and at the Ségou roundtable in May 1989.

Bangladesh Rural DO. 1 - USAID/ Bangladesh Financing Recurrent Cusis of Rural Roads in Bangladesh: Some Key Issues; and, Task #3;
¢ Roads Financing and Bangladesh Institutional Analysis of Rural Road Maintenance Problems in Bangladesh Description #2
Institutiens Study

USAIG/Bangladesh engaged the DFM Project to analyze issues associated with recurrent cost financing of road maintenance, improvements in the quality of road rehabilitation efforis, and cost-effective selection
of road work by government entities  The indtitutional and public finance analysis conducted by DFM contributed to later sector assessnwents and program evaluations.

Philippines Local Mod. 3 USAILY Philippines Plulippines Local Government/National Agencies Study; and Task #5;
Government Study Philippines Analyst’s Hundbook - Provincial Government Assessment Methodology Description #3

In preparation for providing support to local governments, USAI/Philippines ssed the IDFM Project to assess the capacity of local governments to plan, administer and implement an infrastructure development
program. DEFM also analyzed govemment agencies at the local government level, and prepared a manual describing the management system assessment methodology that was used.

Philippines Upland DO.2 USANY Philippines Upland Access Evaluation and Follow-On Options Task #6;
Access Component Philippines Description #4
Evaluation

The Upland Access project component was purt of a larger resources development program. The component was designed to increase employment in rural areas and improve access by extending the rural roads,
trails and bridges network. DFM evaluated the component to determine the effectiveness of equipment-supponied work methods and their relation to infrastructure sustainability. DFM found the component to be
a higlldy successful undertaking.

Bangladesh Rural DO.3 USAID/ Bangladesh Bangladesh Rural and Féeder Roads Sector Assessment Task #7,;
Roads Sector Bangladesh Description #5
Assessment

DFM undertook an intensive, multi-disciplinary assessment of the rural and feeder roads sector that encompassed engincering, economic, financial and institutional features of roads supply. The assessment
concluded that no single issue was the cause of a lack of sustainable investment in rural roads. 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 sustainable 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.)

Roads painlenance
and Improvement

Preject Evaluation

Bangladesh

Task #8;
Description #6

Assignment Tide Contract Modifi- USAID Location of Field Report Titles ARD Task # and -
cation/Delivery Sponsor Work Project Description # .,
Ordcr Numbers (See AnnexB) . -
Bangladesh Feeder D.O.5 USAID/ Bangladesh Bangladesh: Feeder Roads Maintenance and Improvement Project Evaluation

During the implementation of tlie Feeder Roads Maintenance and Improvement Projeci, F'SAID recognized that failure to address key institutional constraints to sustzinable infrastructure made attainment of project
goals unrealistic. USAID kad DFM conduct a final evaluation of FRMIP, focusizg on institutional, recurrent cost, monitoring, management, design and socioeconomic considerations. The DFM evaluatior found

that inadequate attention had been given to the capabilities of local governiments to mobilize finuncial resources. The evaluation conciuded that tne FRMIP experience s2mionstrated the need for institution building
not solely dependent on an ad hoc. project-created and sponsored environment.

Nepal 1, 11 and 1IL;
Decentralization
Applied Studies
Program, and
Project Development
and Support

DO 4

Mod. 110 DO. 4

USAID/
Nepal

Nepal

Irrigation and Forestry: Muterials for a Research Planning Workshop

Cost Recovery and inca! Resource Mobilization: An Examination of Incentives in Irrigation
Systems in Nepal (Volume 1) and Appendix: Case Studies (Volune 11)

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

Thiough a series of short-term missions. DFM provided assistance to USAID/Nepal for the study of decentralized mansgemes: uf renewable resources and decentralized planning. Activities included a research
planning workshop that provided training in applied field research and preparation of detailed research protocels, and preparation 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 cosc-effectiveness of many farmer managed systems.

Zaire Poads
Assessment and
Road Program
Recommendations

Mod. 5

Mod. 7

USAID/
Zaire

Zaire

Deceniralized Finance and Management of Road Maintenance in Zaire

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

Tasks #10 and #16;
Description #3

DFM conducted an assessment of the financial and institutional constraints to rural road rehabilitation and maintenance in order to detenine 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

maintenzace at the regional and local levels. The team prepared specific programmatic recommendations concerning the regionalization of road planning, programming and budgeting, and recommendations for
fiscal reforms. which were incorporated in USAID's Transport Sector Reform Project.

Philippines Local
Fiscal Integrity
Analysis

Mod. S

USAID/
Philippines

Philippines

Philippines Local Fiscal Integrity Analysis Repost

Task #11;
Description #9

To further enable assistance to local government in the Philippines, USAID contracted with DFM to conduct un in-depth study of the local government fiscal systemn and the capacity for revenue administration.
The study centered on implementation of the public financial system, the absorptive capacity of local governiments, 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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T Assignment Title Contract Meodifi- USAID Location of Ficld Report Titles 1 ARD Task # and :
cation/Delivery Sponsor Work -1 Project Description # .

Order Numbers (See Annex B) %

Bangladesh Mod. § USALD/ Bangladesh Review of USAID/CARE Integrated Food for Work Program; and Integrated Food for Task #14;
IFFD/Project Design Bangladesh Development Project Identification Document 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 cf 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 - Mod. 6 AFR/SWA Mali Decentralization in Mali: An Assessment of Government Initiatives and Qptions Task #15;

Decentralization Description #11
Studies

As a follow-up to the presentation made by DFM's Senior Program Associate at the historic region-wide Sahel conference in Ségou, Mali, AFR/SWA requested additional DFM support. This included revisions to

the "Options” pzper. 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 Mod. 7 AFR/SWA NA . Suhel Decentralization Policy Report, Voluine I - Decentralization, Governance and Task #17.;

Studics Problem-Solving in the Sahel Description #12

2. Volume H - Faciliiating Transitions from Centralized to Decentralized Politics

3. Volume 11l - Legal Recognition of Community Capacity for Self-Governance: A Key to
Improving Renewable Resource Management in the Soiel

This three-part study investigated decentralization policies in the Sahel. Volume I examines the crises in governance that confront Sahelian nations. It proposes reformed institutional structures and demonstrates

how the advantages of those structures outweigh their 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 Mod. 7. 8, t1 USAID/ Cameroon An Institutional Analysis of the Production, Processing. end Marketing of Arabica Coffee in | Tasks #18 and #22;
Institutional Aaalysis Cameroon the West und North West Provinces of Cameroon Description #13
and Implementation D.C. 8

Support

Liberalization and priva..zation 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 producer 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 USAID’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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contracts. DFM recommended USAID address this issue with legal, budgetary, and contracting reforms.

Assignment Titl- Contract Modifi- USAID Location of Field Report Titles ) ~ | ARD Task # and

cation/Delivery Sponsor Work : -| Profect Description #..
Order Numbers ) (See Annex B) .

Indonesia Contractor | D.O. 6 USALLY Indonesia Special Study on Contractor Performance (Volume 1) and Cases and Data (Volume 1) Task #19;

Performance Special Indonesia Description #14

Study

In support of the Reral 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. - rry out rehabilitation and

maintenance work. DFM found that in general contractor performance was acceptable, but there was a critical failure among the actors involved in roads provision and production. 3otiate and enforce valid

Indonesia f.ocal D 0.7 USAID/ Indonesia Rural Roads Maintenance Systems Project - Special Study on Local Resource Mobilization Task #20;
Resource Indonesia Jor Road Muintenance, Volume I - Final Report; and Description #15
Mobilization Study Volume Il - Case Studies: and

Volume 11l - Pilot Program Implementation Flan

Additional support for USAIIYIndonesia’s RRMS Project included a special study to consider ways tc generate local resources for rural ioad maintenance. An extensive study was conducted which resulted in
detailed findings regarding road maintenance resource requirements, curment sources of revenue, and policies. The detailed list of recommended actions included implementation of a pilot study to investigate the
feasibility of different resource mobilizatiun iechniques

Improving Mod. 9 AFR/DP Ghana, Nigeria, I. Decentralization: Improving Governance in Sub-Saharan Africa - Synthesis Report Task #21;
Governance in Sub- Ivory Coast 2. The Experience in Ivary Coast with Decentralized Approaches 1o Local Delivery of Description #16
Saharan Africa Primary Education and Primary Health Services

3. Decentralization: Improving Governance in Sub-Saharan Africa - Ghana Case Study

£

. The Experience in Nigeria with Decentralized Approaches to Local Delivery of Primary
Education and Primary Health Services

e

To better understand the relationship between macro-cconomic programs of structural adjustment and decentralization policies, DFM conducted a research activity with field work in three West African countries.
Research efforts focused pritnarily on public participation in and government accountability for service provision. Researchers investigated the 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 time, 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 Mod. 14 USAID/ Madagascar Background technical analyses for KEPEM PAAD Task #23;
PAAD Design Madagascar Description #17

DFM participated in the development oi' the Knowledge and Effeciive Policies for Environmental Management (KEPEM) program by preparing background analyses and assessment reports. Among other things,
KEPEM's poticy 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 kelp resolve
respurce 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 oppcrtunities.
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Contract Modifi-

USAID
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cation/Delivery
Crder Numbers

Sponsor Pn)ject riptiea
(See Annex B+

Tasks #24 and #28;
Description #18

NRMS I Local
Acutonomy Study and
NRMS II IFRI
Monitoring Plan

Mod. 16 AFR/ARTS/ Uganda, Namibia,

FARA Mali

Decentralizanon and Local Autonomy: Conditions for Achieving Sustainable Natural
Resource Management, Volume I, and, Appendices Volume Ii (including case studies for all
3 field work countries): and A Plan to Monitor the Impuct of h:-titutions and Incentives on
Management of Natural Forests

Mod. 22

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 that local units would sustainably manage natural resources. To test and refine the conditions, field work was cuwutcted in three countries. In each place, local management organizations were visited
in an effort to determine what factors contributed to the success cr failure of their resource management activities. All of the work was summarized in a two volume 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 of a pilot monitoring plan for Uganda.

DO.Y USAILY

Niger

Niger Loca! Govern-
ment Finance Study

Niger Local Public Finance and Institutional Reform in Niger Task #25;

Description #19

In order to determine how it might most effectively assist the Govemment 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 potential capabilitics of arondissement govemments to fulfill their assigned tasks. DFM's team prepared case studies of the financial situation and service provision capabilities of seven
arrondissements.  These studies identified the key constrants and opportumities for improving local governmient revenue generation and administration to fund local services and infrastructure investments. A plan
of action to improve the capacities of the arrondissements was recommended

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

Secvices arid Natural 2 Decentralizing Public Service Provision in CILSS Countries

Resources 3. Decentralization, Demaocratization, Public Service Provision and Governance and
Management Management of Renewable Natural Resources: Initiatives and Dilemmas in Cape Verde

4. Decentralization and Education in Chad

Chad. Cape Verde 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-term issues. DFM's contribution summarized the problems Sahelian societies confront as central governments decentralize service provisicn. DFM also conducted field
work in Cape Verde that investigated service delivery and ratural 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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Assignment Title

Contract Medifi-

cation/Delivery
Order Numbers

USAID
Sponsor

Location of Field
Work

Report Titles

Camercon PROMT
and PRAMS
Assessment

D.O. 10

D.O. 14

USAILY
Cameroon

Cameroon

. Organizational Approaches tv Policy Reform: A Comparison of Donor Approaches with
Special Reference to Camerc n:
. Institutionalism and Policy Reform
. Pitfalls of Privatization: A Cuase Study of the European Co
d'Importation d'Engreis
. Crafting a Market: A Case Study of USAID's Feriilizer Sub-Sector Reform Program
. Implementation of the World Bank's First Structural Adjustment Loan in Cameroon:
A Case Study of Public Enterprise Reforms and Industrial and Commercial Reforms
. Paths of Policy Reform: Case Studies of PRAMS 1 and Cooperative Law Referms
- Restructuring NWCA: A Case Study of the Cooperative Res:ructuring Component of
PRAMS 1 in the North West Province
. Crosscutting Constraints and Policy Reform
. Economic Policy Reform Impact Assessment of USAID-Supported Reform Initiatives in
Cameroon, 1987-1994
10. The Analysis of Market Transitions: The Experience of Policy Reform in Cameroon
V1. First Annual Assessment of PRAMS I - Year 3 (1992-93)
12. Second Intra-Annual Assessment Duzing Year 3 (1992-93)
13. Third Intra-Annual Assessment During Year 3 (1992-93)
14. First Intra-Annuul Assessment During Year 4 (1993-94)
15. Program of Reform in the Agricultural Marketing Sector, Phase I -
Final Assessment Report

if_\' 's Pr 08T Special

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

Through the Program of Research on Market Transitions (PROMT), DFM conducted comparative research on aliernative models of policy reforim, 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 methodologicai implications of this research program and the lessons leamed regarding policy reform. Through a companion assessment
activity, DFM reviewed the progress of reform program implemeniation.

Indoncsia Equipment
Policy Studies
Iand II

D.O. 11

D.O. 17

USAID/

Indonesia

Indonesiz

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

Tasks #29 and #35;
Descriptiou #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 district equipment maintenance practices were deficient in several areas. It 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 - tion. A second work order has provided DFM technical
assistance for implementation «. the pilot study, including drafting policy. preparing cost analyses, and training.
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cation/Delivery Sponsor Work . Profject Description # ~

Order Numbers - . (See AnnexB) - .-

Cameroon Health D.O. 12 USAILY Cameroon Instituticaal Analysis of Community Co-Financed and Co-Managed Primary Health Care Task #30;
Project Evaluation Cameroon Frogram implemented by the Maternal Child Health/Child Survival Project (SESA) in Description #23
Cameroon

DM conducted an institutional analysis of a community co-financed and co-managed health program i Cameroon. The main objectives were to analyze the structural and institutional problems related to the
functioning of healin 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. Recommendagons were made regarding education, mobilization of resources, enforcement of rules, research, and improved
incentives to assure the success of the co-management structure.

Mali institutional DO. 13 USAID/Mali Mali Actes de l'ateiier de formation sur l'analyse des aspects institutionnels dans le cadre d’une Task #31;
Analysis Workshon gestion decentralisee des ressources naturelles - Douentza, du 1 au mars 1993 Description #24

The central state appasatus in Mali has committed itself to ceding more authority to local jurisdictions. Within this context. {JFM conducied a workshop on institutional analysis and development to provide
training for NGOs working in Mali’s Fifth Region. The workshup introduced about 25 participants to an instituiional analysis and Jevelopment framework for diagnosing institutional problems, particularly in the
forestry sector. With these skifis, participants were then better equipped to work™ with communities to diagnose institutional problems associated vith natural resources management.

Madagascar D.O. 1S USAIY Madagascar 1. Research Report on Local Governance in Madagascar - Final Version Task #33;

Governance Study Muzdagascar 2. Rapport sur les Recherches Relatives a lu Gouvernunce Locale @ Madagascar - Description #26
Version Finale
Données Recueilles sur la Gouvernance Locale & Madagascar : Communautés de
Zahamena
Données Recueilles sur lu Gouvernance Locale a Madagascar : Communautés de la
Montagne d'Ambre

3. Données Recueilles sur la Gouvernance Lorale @ Madagascar : Commundutés
d'Andohahela

6. Proposed Monitoring and Evaiuation Plun for KEPEM Governance Issues

To support the KEPEM Program. USAID/Madagascar had DFM conduct a year-long field research program to investigate the rules associated with govemnaace and conflict resolution in communities in buffer
zones around protected areas. The goal is ta betier understand communsty rules so they can be accounted for and potentiaily built upon curing the policy reform process. Ths research was driven by the
hypothesis that community initiatives to manage natural resources exist, but ase weakened by government legislation and action. Findings related to governance systems, rules acceptance, local institutions,
conflicts and self-governance were descrited in a series of case studies and final reports, and were presented at an end of project workshop

Tanzania Agricul- DO. 16 USAID/ Tanzania Policy Implementation Review of the Agricultural Transport Assistance Program (ATAP) Task #34;

tural Transport Tanzania Description #27
Assistance Project
Policy Review

As USAID/Tanzania was deciding what direction to take its support in the road sector. the Mission requested DFM to perform a policy review including not only USAID's transport program, but also
incorporating comments on the donor-coordinated integrated roads program  DFM’s team conducted a three-pant study which fooked at institutional, contracting. and finance issues. The financial analvsis
thoroughly reviewed the various taxirg mechanisms for roads finance; the contractor analysis focused on the incentives and rules prompling coniracter perforinance; and, the insiitutional analysis presented a frame
of reference. describing the relationships between the many actors involved in the roads sector. The DFM report was used by LISAID at a donor conference held to discuss the integrated roads program.
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Assignment Title Contract Modifi- USAID Locution of Field Report Titles
: cation/Delivery Sponsor Work
Ordiex Numbers
Economic Policy D.O. 18 AFR/SWA Mali Economic Management in the Sahel -- A S;udy of Folicy Advocacy in Mali Task #36;

Management in the
Sahel

Description #28

DFM condugted a study of the interactions between civil society interest groups and the economic policy process in Mali, using the 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 interpfay 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/Nigena

Nigeria

[

4.
5.

. USAID Governance Initiative in Nigeria: A Strategic Assessment of Primary Health Care

Description #29
and Local Government

- USAID Governance Initianve in Nigeria Phase I Report: Strategic Issues Worksheps (Ife

and Zaria)

. USAID Governance Initiative in Nigeria Phase Il Report: Draft Curriculum Modules and

Materials for LGA-PHC Participaat Training in Governance g
Primary Health Care and Local Government in Nigeria: An Agenda of Key Policy Issues ©
USAID Governance Ininative in Nigeria: Final Report I

To assist USAID/Nigeria, whick was concemned with the persistent operational problems that impeded their health initiatives at local govemnment health care offices. ARD assessed primary health care provision at
the local government level, focusing on governance issues of accountability. responsivencss, transparency, and organizational efficiency. This assessment led to a 12-month M govemance initiative that
conducted a further assessment, held two warkshops to review the findings and to propose solutions to the problems, and then designed a long-term training program (including drafting of preliminary mcdules) to

implement those recommendations.




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.

1. 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 book* in 1993 (Ostrom, Schroeder, Wynne,
Institutional Incentives and Sustainable Development, Westview Press, Boulder, 1993!'").
This rescarch 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 analyiical 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:

* 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.

An 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 systems, 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"!""! 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,
Crafting Institutions for Self-Governing Irrigation Systems, Institute for Contemporary Studies
Press, San Francisco!'). This book demonstrates the importance of institutional design to the
success and sustainability of irrigation infrastructure. Its central thesis is that the crafting of
institutions 1s an ongoing process that must directly involve the users and suppliers of
irrigation water throughout the design process, and thereafter during implementation. The
term "crafting" 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.




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 (o he
based on common design principles. The papcr 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 invoived in using water to learn
new ways of governing and managing their systems, to create enforceable 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 administration®'*!,

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™*%'%,

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!*'*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!'”.




The common issues addressed in the context of these investigations can be summarized as
follows:

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

The attributes 2s 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




following three basic premises have guided the project’s research and policy analysis in this
area.

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.

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

Locally-based sustainable governance and management of renewable natural
resources can be facilitated through an enabling policy environment which
encourages and protects the autcnomous 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 systeins 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 lccal 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 ot 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 internatioral 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 resources!?2*%,

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 rnanagement of natural resources!®.

In Madagascar DFM’s activities were also directly related to reform of national policies that
impact resource management. As the primary rescurce used by USAID/Madagascar for
design of the Knowledge and Effective Application of Policies for Environmental
Managemen: 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 rles and practices for resource governanve 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 incorporaies those recommendations®®"'!,

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 (AFR/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™!. 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 forestry resource users engage in either
destructive or sustainable 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 prr.vious 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.




D. Local Governments and Social Service Provision and Preduction

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 downturis, and the collapse of centrally provided government
services;

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

how communities cope with and solve public service related problems.

To a large extent, DFM research cn these issues has explored the capabilities of communities
to provide and produce their own educaticnal 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 gevernments are constituted and operate;

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

the rejationship between local governments and citizens, i.e., responisiveness 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,"**'** project activities related to
public services have concentrated on Africa, and include studies on the following topics:

West African Sakel - local government organization and options for
improveinent in Mali; comparison of decentralization policy in several Sahelien
countries'™*");

Niger - structure of local government, its service delivery and fiscal
capabilities'®™;

Cape Verde - local government structure and performance with: regard tc the

provision of public services and management of natural rzsources™,




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®®®,

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

Cameroon - institutional impediments to community co-management of primary
health care®®™,

Nigeria - institutional and local government impediments to delivery of primary
health care!®%,

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 rura! 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
subsidiarity that involves:




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, deveiutior of decision-making authority (including fiscal authority) supported by a
legislative and constitutional framework is required.

F. 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 1) using a project design that drew heavily on the DFM institutional
aralysis of the arabica coffee subsector'™. 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.




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 reforrn 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 rules 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 v
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 agendal***.
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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',




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 instituiicnal analysis to inform policy,
prci;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

Deveioping 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 reiation
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 actjvities, 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 regulaied; (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 coatracted 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 sacial 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 is 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 ccmmunities 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 normaily attributed to centralized systems.




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 (ses Section I1.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 irportant part of the DFM research and development mandate was the development of
anz'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 foundaticns 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 direcily 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.
Nonctheless, 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.




When DFM began its work in Nepal on irrigation, a case study approach was used. It was .
soon discovered that extensivc 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!*?!],

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 collaborating research center staff in the JFRI
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 5
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 variabies of common pool resource systems is a unigue 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.y 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 poli-v 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 jndividual 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
achkicving 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.cerned parties.

3. Developing insti ational infrastructure to support the problem solving capatilities of local
communities must -ake into account the larger political system and gevernance arrangements
within the societ' . Project and program design should be informed by an in-depth
understanding ¢ 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 bencficiary groups in activities designed by external actors. ieveioping
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

35




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, itnproved
outcomes can result. Arranging for the appropriate fora to enable users to have a say in
provision 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 success{ul policy
reform and to promote reforms at the governance and constitutional levels where indicated.
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Assignment Title Coniract Period of Budgeted Number of Number of ‘1 ARD Task#and.
Modification/ Performance Amouni Person- Professional | Project Description #
Delivery ) Months Staff (See Annex B) 7. .

Order Number : ST

Sahel I - Strategy to Promote User Based Management of Natural Mod. ! 5/88 - /39 368,610 1.6 US. I LT US. AFR/SWA Task #2;
Resources 1 STU.S. Description #1

Bangladesh Rural Roads Financing and Institutions Study 7 - 210 1 LT US. USAID/ Task #3;
1 STUS, Bangladesh Description #2

Addcd Funds to Core

Philippines Local Governinent Siudy Mod. 3 9/88 - 3/89 2. 1 LT US. USAID/ Task #5;

1 STUS. Philippines Description #3
7 ST iecal

Philippines Uplund Access Component Evaluation 0.2 1/89 - 3/89 $35.425 2US. 1 LT US. USAID/ Task #6;
1.2 Local 1 ST wical Philippines Description #4

Bangladesh Rural Roads Sector Assessment K 1/89 - 6/89 $225.854 75US. 3STUS. USAID/ Task #7;
) 21 Local 7 ST lucal Bangladesh Descrintion #5

Bangladesh Feeder Roads Matintenance and Improsement Project : 2/89 - 6/89 S198.000 56 US. 1LTUS. USAID/ Task #8;
Evaluation 2S8TUS. Bangladesh Description #6

Nepal | - Decentralization Applied Studies Program 3/89 - 12/90 $74.994 8 US. I LT US. USAID/ Task #9;
Nepal Description #7

Zaire Koads Assessment : 5/89 - 9/39 £69.670 4.6 US. 1 LT US. USALD/ Task #10;
2 ST US. Zaire Description #8

Philippines Local Fiscal Integrity Analysis Mod. ¢ 7/89 - 9/89 $50.494 3 US. 2LTUS. USAILD/ Task #11;
1.5 Local 1 ST US. Philippines Description #9
2 ST local

Nepal 11 - Project Development and Support Mod ! to 4/89 - 1290 $9.000 2US I LT US. USAID/ Task #12;
DO 4 1 STUS. Nepal Description %7

Nepal U - Project Deveiopment and Support Mod. | 4/89 - 12/90 $70.443 2 U8 P LT US. USAID/ Task #13;
toDO. 4 . 1 STUS. Nepal Description #7

Bangladesh IFFD Project Design Mod § 10/89 - 7/90 $247,686 FLT 1S, USAID/ Task #14;

4 ST US. Bangladesh Description #10
1 ST local

Sahel 1 - Decentralization Studies 5/90 - 6/90 $89.961 2LT US. AFR/SWA Task #15;
2 8T US. Descrintion #11
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Annex A - DFM Buy-Ins: Contract Data (cont.)
Assignment Title Contract Period of Budgeted Number of Number of USAID ARD Task # and U I
Modification/ Performance Amount Person- Professicnnt Sponsor Project Description #
Delivery Months Siaff (See Anpex B) . . -
Order Number R e
Zaire 11 Road Program Recommendations Mod. 7 2/90 - 6/50 $67.500 36US. 1 LT US. USAID/ Task #16;
2 ST US. Zaire Description #8
Sahel 111 - Policy Studies Mod. 7 6/90 - 12/90 $38.071 4 US. LT US. AFR/SWA Task #17;
1 STUS. Description #12
Cameroon PRAMS Institutional Analysis Mod. 7, 8. 11 6/90 - 3/91 $126,984 6 U.S. 2LT US. USAID/ Task #18;
3STUS. Cameroon Description #13
Indonesia Contractor Performance Special Study D.O. 6 4/90 - 3/91 $274,995 147 US. LT US. USAID/ Task #19,
5.3 Local 4 ST U.S. Indonesia Description #14
4 ST local
Indor:esia Local Resource Mobilization Study D O7 7/90 - 3/91 $285.363 104 US. 1 LT US. USAID/ Task #20;
4 ST U.S. Indonesia Descripiion #15
3 ST .ocal
Irmproving Governance tn Sub-Saharan Africa Mod. 9 9/90 - 12/94 $372.583 193 US. 2LTUS. AFR/DP Task #21;
8 ST US. Description #16
Cameroon PRAMS lmplementation Support D.O. 8 11/90 - 5/92 3$392,553 16.8 US. 78T US. USAID/ Task #22;
Cameroon Description #13
Madagascar KEPEM PAAD Design Mod. 14 4/91 - 791 $323,116 124 US. 2LTUS. USAID/ Task #23;
5STLU.S. Mada- Description #17
gascar
NRMS 1 Local Autonemy Study Mod. 16 7/91 - 10/92 $204,434 10.8 U.s. SLT US. AFR/ Task #24;
38T US. ARTS/ Description #18
FARA
Niger Local Government Finance Study D.O.9 6/91 - 3/92 $69.999 37US 28T US. USAID/Niger Task #25;
Description #19
Sahel 1V - Decentralization of Services and NRM Mod. 21 9/92 - 6/94 $289,937 6.1 U.S I LT US. AFR/ISWA Task #26;
4 ST US. Description #20
Cameroon PROMT D.O. 10 9/92 - 4/94 309,055 493 U.S 4 ST US. USAID/ Task #27;
I LT US. Cameroon Description #21
2 L7 Field




Annex A - DFM Buy-Ins: Contract Data (cont.)

Assignment Title Contract Period of Budgeted Number of Number of USAID ARD Task # and -
Modification/ Performance Amount Person- Professional Sponsor Project Description #

Delivery Months Staff . | (See Annex B)
Order Number

NRMS II IFRI Monitoring Plan Mod. 22 $133,508 8 US. I LT US. AFR/ARTS/ Task #28;

2 Local 2ST US. FARA Description #18
2 ST local

Indonesia District Equipment Policy Study #1 10/92 - 3/93 $232,142 125 US. 6 ST U.S. USAID/ Task #29;
Indonesia Description #22

Cameroon Health Project Evaluation . 8/G2 - 3/93 $56.038 I STUS. USAID/ Task #30;
1 ST local Cameroon Description #23

Mali Institutional Analysis Workshop K 2/93 - 5/93 $39.4.44 1 LT US. USAID/Mali Task #31;
3STUS. Description #24

Cameroon: PRAMS Assessment . 3/93 - 4/94 $171.834 I LT US. USAID/ Task #32;
4 ST US. Cameroon Description #25

Madagascar Governance Study . 4/93 - 12/94 $323.370 4 ST local USAID/ Task #33;
2 LT US. Madagascar Description #26

Tanzania ATA.P Project Policy Review . 6/93 - 9/93 $135,342 .S. I LT US. USAID/ Task #34,
2 ST US. Tanzania Description #27

Indonesia District Equipinent Policy Study #11 D.O. 17 9/93 - 12/94 $390.157 22 US. 3STUS. USAID/ Task #35;
13 Local 3 ST local Indonesia Description #22

Economic Policy Management in thie Sahel D.O. 18 9/93 - 12/94 $379.474 84 US. 3LTUS. AFR/SWA Task #36;
1 ST US. Description #28

Nigeria: Hlth and Governance Assessments and Training Materials OYB Transfer 8/93 - 8/94 $400.000 33 Us. 1 LT US. USAID/ Description #29
28T US. Nigeria
4 ST local
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ANNEX B - CONTRACT DESCRIPTIONS

'Number l - SAHEL I STRATEGY TO PROMOTE USER-BASED MANAGEMENT
T - " OF NATURAL RESOURCES ™ o

One of the principzl concerns of USAID and the community of international donor orgenizations 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 USAID’s Africa Bureau (AFR/SW A) 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 2 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 czse 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 Ségou 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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‘Number3 - ° . 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 ‘o 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.

hree 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 piepared 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 Access 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.

- Annex B, page 2 -
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: . - . ’ .
Number5 ° * °°  BANGLADESH RURAL ROADS SECTOR ASSESSMENT -

As in many developing countries, rural roads in Bangladesh are extremely deteriorated. To determine what steps
should he taken to provide more sustainable benefits from investments 1n 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 govermment 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.

5 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 minimize 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 officizls 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, district-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 evaluaton methodology included preparing detailed case studies on several
road segments which had been the object or 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 development 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 irnpact.

- Annex B, page 3 - .
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‘Number7 NEPAL DECENTRALIZATION APPLIED STUDIES PROGRAM

.and PROJECT DEVELOPMENT AND SUPPORT

The government of Nepal is committed to a policy of decentralized raanagement 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 imrigated 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 inissions
1o study local management of renewable resources and decentralized planning in Nepal. During the course of
these missions, an applied research agenda was developed as “vell as a process to provide research-based inputs to
policy reform.

The DFM team worked with the Center for Economic Development and Administration at Tribhuvan University to
develop research on: farmer user group participation in imigation 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 1o 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 sustainability 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 iocal citizens.

The team grepared a report which includes an assessment of the local finance system and its implications for
decentralized maintenance as well as an anali'sis of institutional factors in the provision and production of road
maintenance services at the regional and locai levels.

As a follow-on activity to the initial assessr.ent, DFM conducted a second study to: 1) analyze the capabilities of
regional Zairian organizations to collect and 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.

- Annex B, page 4 -
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" 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 analysis. The DFM study
team made the following policy and program recommendations based on their findings:

1. The national government should increase transfers ta 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 implicatic . 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 in'icators should be developed to guide disbursement of intergovernmental transfers
among local units. This woul-* »ncourage 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
infrasiructure development using food-for-work and labor-intensive road construction technology. As a
continuation of this earlier work, the USAID Mission 1n 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 Govenment 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.

- Annex B, page S -
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"~ SAHEL Il - DECENTRALIZATION STUDIES

Nomber:l

In May 1989, the Club du Sahel/CILSS sponscred an historic, Sahel region-wide roundtable in Ségou, 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 Ségou meeting based on the paper entitled, Options for Promoting User-Bused
Governance of Sahelian Renewable Natural Resources.

The paper found that natural resources management problems in the Sahel can be traced, i 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 sustainability. These findings and the institutional analysis and design framework used in
researching the paper sparkcd a high level of interest among participants at the Ségou 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 DM Program Associate prepared
these materials and presented them at the Sahel Decentralization Workshop in Montreal in the Spring of 1990.
Another part of this work order involved a short-term inission to assess Malian government decentralization
objectives and develop a series of options for USAID support in this area.

Number 12 SAHEL III - POLICY STUDIES

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

Volume I of the "Sahel Dccentralization 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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Number13 -~~~ CAMEROON PRAMS INSTITUTIONAL ANALYSIS =~ S
st " “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 miaximizing 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 Maiketing of Arabica Coffee in the North West and West
Provinces of Cameroon,” on which the detailed dasign 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 analyzed in
order to suggest reforms to improve e institutional capacities at the district level to carry cut 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.
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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 ard local experts, including a public finance economist, a local
government specialist, a transportation economist and planner, a local tinancial 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 sumn:ary of experience with
decentralization and structural adjustraent. 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 the 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 generation 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 ard irrigation system management, and public and private sector support activities.

Number 18 NRMS 1 - 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 and presented at a se.ninar 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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Number19 - - - . NIGER LOCAL GOVERNMENT FINANCE STUDY

In preparing ite 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 Jocal
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 lccal
(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 perfcrmance 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 assessmert, 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 th2 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> consumiers are willing to pay for
part of the costs of those services through various fiscal and para-fiscal mechanisms.

Number 20 SAHEL IV - DECENTRALIZATICN 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 fceus for discussion at
the regional conference.

DFM also participated in the 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 govermicents 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 pubiic service
delivery and management of renewable natural resources can be improved by devolving power to sub-national
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 repon, "Decentralization, Democrztization, Public Service Provision and
Governance and Management of Renewable Natural Resources: Initiatives and Dilemmas in Cape Verde."

For the final task, a DFM team studied ecucation 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 (0 understand the
systems that have been established to determine if the lessons learned are applicable to decenralization efforts in
other sectors.
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! PROGRAM FOR RESEARCH ON MA‘!KET TRANSITIONS
; - (PROMT) g

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 backzround 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 |
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 1 objectives.

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

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 deficiencics 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 districi 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 determuned 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 implemeniation 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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‘Number23 -~ ~© © CAMEROON: HEALTH PROJECT EVALUAT!ON

USAID/Cameroon requested DIFM 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 project’s efforis 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 lega!
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 heaith care strategy is sound, but that a variety of issues could restrain
irnplementation 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 decentralizaticn 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 d~ta. 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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Number25 . .- 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 10 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 wvas 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 invoived 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 ircludes 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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Number27 -~ - °  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 oi designated
agricultural roads through contracts to local contracting firms.

USAID contracted with DFM 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
ungoing repair and maintenance of Tanzania’s road network. The institutional analysis focused on presenting a
thorsugh explanation of all actors and ssues that currently impact on sustainable road maintenance. The
comiracting 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. Muli 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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Namber29  NIGERIA: HEALTHAND 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 heaith 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 reports 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

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.

Workshop on Democracy and Governance - Proceedings.
September 1991.

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

Infrastructure

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

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

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

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

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

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.

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

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

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.

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

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

Crafting Institutions for Self-Governing Irrigations Systems.
Elinor Ostrom, San Francisco: ICS Press, 1992.

Institutional Incentives and Sustainable Development - Infrastructure Policies in
Perspective.

Elinor Ostrom, Larry Schroeder and Susan Wynne.

Boulder, CO: Westview Press, 1993.

Rural Roads Maintenance Systems Policy: District Equipment Policy Study - Final

Report, and Annexes, 1-3.
Michael Bishop, Liam Eaton, Richard Evans, Robert Geddes, and Gabriel Roth, April 1993.

Policy Implementation Review of the Agricultural Transport Assistance Program (ATAP).
Tom Driscoll, David Green, Larry Schroeder, and Louis Siegel, November 1993,

Provision and Production of Rural Roads in Developing Countries: A Synthesis of
Research Findings.
Larry Schroeder, October 1994.

Institutions, Incentives, and Irrigation in Nepal.
Paul Benjamin, Wai Fung Lam, Elinor Ostrom, and Ganesh Shivakoti, October 1994

A Guide to Sustaining Rural Infrastructure Investments.
Larry Schroeder, October 1994,
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23.

24,

30.

31

Natural Resources Governance and Management

Options for Promoting User-Based Governance of Sahelian Renewable Natural Resources.

(French and English versions.)
James T. Thomson, Alfred Waldstein, Sheldon Gellar, :nd Jerry Miner, January 1989.

Decentralization and Local Autonomy: Coi:ditions for Achieving Sustainable Natural
Resource Management, Volume I, and Appendices, Volume II.
Louis Siegel, David B. Green, James T. Thomson, et al., December 1992.

National Governments, Local Governments, Pasture Governance and Management in
Mali.
James T. Thomson, February 1993.

Actes de 'atelier de formation sur ’analyse des aspects institutionnels dans le cadre
d’une gestion décentralisée des ressources naturelles - Douentza, du 1 au mars 1993.
Proceedings of the Douentza Workshop, March 5, 1993 (French version only).
Cheibane Coulibaly, Yacouba Dem, Hamidou Magassa, David Miller, and James T.
Thomson, March 1993.

Research Report on Local Governance in Madagascar.
Nadia Rabesahala, Hery Ramambasoa, Faly Rasamison, and Rasolofonjatovo Justin
Emmanuel, September 1994.

Données recueillies sur la gouvernance locale @ Madagascar : communautés
d’Andohahela.

Nadia Rabesahala, Hery Ramambasoa, Faly Rasamison, and Rasolofonjatevo Justin
Emmanuel, October 1994,

Données recueillies sur la gouvernance locale @ Madagascar : communautés de
Zahamena.

Nadia Rabesahala, Hery Ramambasoa, Faly Rasamison, and Rasolofonjatovo Justin
Emmanuel, November 1994.

Données recueillies sur la gouvernance locale @ Madagascar : communautés de la
Montagne d’Ambre.

Nadia Rabesahala, Hery Ramambasoa, Faly Rasamison, and Rasolofonjatovo Justin
Emmanuel, December 1994,

Proposed Monitoring and Evaluation Plan for KEPEM Governance Issues.
James T. Thomson and Nadia Rabesahala, December 1994.
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32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

Policy Reform and Market Liberalization

An Institutional Analysis of the Production, Processing, and Marketing of Arabica Coffee
in the West and North West Provinces of Cameroon.
Sheldon Gellar, Ronald Oakerson, and Susan Wynne, November 1990.

Economic Management in the Sahel - A Study of Policy Reform in Mali.
Henri Josserand and R. James Bingen, in collaboration with Cheibane Coulibaly, Tiémoko
Diallo, and Edmond Dembelé, January 1995.

Progmm of Reform in the Agricultural Marketing Sector;
Py vgram of Research on Market Transitions

First Annual Assessment of ‘I"RAMS I - Year 3 (1992-93).
Ronald J. Oakerson, June 1993.

Second Intra-Annual Assessment During Year 3 (1992-93).
Ronald J. Oakerson, September 1993.

Third Intra-Annual Assessmeni During Year 3 (1992-93) - Final Report.
Ronald J. Oakerson, March 1994.

First Intra-Annual Assessment During Year 4 (1993- 94) Final Report.
Ronald J. Oakerson, March 1994.

Organizational Approaches to Policy Reform: A Comparison of Donor Approaches with
Special Reference to Cameroon.
Donald L. Hinman, March 1994,

Institutionalism and Policy Reform.
Ronald J. Oakerson, March 1994,

Pitfalls of Privatization: A Case Study of the European Community’s Programme Spécial
d’Importation d’Engrais.
S. Tjip Walker, March 1994.

Crafting a Market: A Case Study of USAID’s Fertilizer Sub-Sector Reform Program.
S. Tjip Walker, March 1994.

Implementation of the World Bank’s First Structural Adjustment Loan in Cameroon: A
Case Study of Public Enterprise Reforms and Industrial and Cominercial Reforms.
Donald L. Hinman, March 1994,
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43,

45.

46.

47.

48.

49.

50.

S1.

53.

Paths of Policy Reform: Case Studies of PRAMS I and Cooperative Law Reforms - Final
Report.
Daniel M. Green, March 1994,

Restructuring NWCA: A Case Study of the Cooperative Restructuring Component of
PRAMS I in the North West Province.
Paul D. Wessen, March 1994.

Crosscutting Constraints and Policy Reform.
Associates in Rural Development, Inc. (ARD) in association with The Private Sector
Research Institution (PRISERI), March 1994,

Economic Policy Reform Impact Assessment of USAID-Supported Reform Initiatives in
Cameroon, 1987-1994 - Final Report.
John H. Eriksen and Peter Bloch, March 1994.

The Analysis of Market Transitions: The Experience of Policy Reform in Cameroon.
Ronald J. Oakerson, March 1994,

Program of Reform in the Agricultural Marketing Sector, Phase I - Final Assessment
Report.
Ronald J. Oakerson, March 1994.

Institutional Analysis and the Conduct of Policy Reform: Seeking New Rules of Economic

Organization in Cameroon.
Ronald J. Oakerson, December 1994.

Local Government and Public Services
Philippines Local Government/National Agencies Study.

John Dalton, Bruna Navera and Jamie Vergara, March 1989,

Analyst’s Handbook - Provincial Government Assessment Methodology.
John Dalton, March 1989.

Philippines Local Fiscal Integrity Analysis Report. Ken Hubbell, Denise Pineda, Norraan
Ramos, Cesar Saldana, and James T. Thomson, August !989.

Decentralization in Mali: An Assessment of Government Initiatives and Options (French

and English versions).
Sheldon Gellar, Robert Hail, Jean McNeil, and Louis Siegel, June 1990.
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54.

57.

58.

59.

60.

Sahel Decentralization Policy Report, Volume I - Decentralization, Governance and
Problem-Solving in the Sahel by James T. Thomson, December 1991, Volume II -
Facilitating Transitions from Centralized to Decentralized Politics by Harlan Hobgood,
April 1992. (French and English versions), and Volume III - Legal Recognition of
Community Capacity for Self-Governance: A Key to Improving Renewable Resource
Management in the Sahel by James T. Thomson, 1994 (French and English versions).

Local Public Finance and Institutional Reform in Niger. (French and English versions.)
Richard Darbéra and Robert Hall, April 1992.

Decentralization: Improving Governance in Sub-Saharan Africa - Synthesis Report.
Maurice Garnier, David Green, Elinor Ostrom, Christopher Schwabe, James T. Thomson,
and Tina West, May 1992.

a) Case Study: The Experience in Ivory Coast with Decentralized Approaches to Local
Delivery of Primary Education and Primary Health Services.

Maurice Garnier, Atta Brou Noel, Christopher Schwabe, and James T. Thomson, January
1992.

b) Case Study: Decentralization: Improving Governance in Sub-Saharan Africa - Ghena
Case Study.
Felix Fiadjoe, David Green, Christopher Schwabe, and Tina West, March 1992.

c) Case Study: The Experience in Nigeria with Decentralized Approaches to Loca!
Delivery of Primary Education and Primary Health Services.
Dele Ayo, Kenneth Hubbell, Dele Olowu, Elinor Ostrom, and Tina West, February 1993.

Decentralizing Public Service Provision in CILSS Countries.
James T. Thomson, December 1992.

Institutional Analysis of Community Co-Financed and Co-Managed Primary Health Care
Program Implemented by the Maternal Child Health/Child Survival Project (SESA) in
Cameroon. (French and English versions.)

Sheldon Gellar and Flavien Tiokou Ndonko, March 1993,

Decentralization, Democratization, Public Service Provision and Governance and
Management of Renewable Natural Resources: Initiatives and Dilemmas in Cape Verde
(Abridgemeni;).

Eve Crowley, Claudio Furtado, Harlan Hobgood, Oumar Kamara, Daniel H.C. Mendes, and
James T. Thomson, February 1994.

Decentralization and Education in Chad.
Simon M. Fass and Gerrit M. Desloovere, May 1994,

Annex C: DFM Publications - page 6



61.

62.

63.

64.

65.

66.

67.

USAID Governance Initiative in Nigeria: A Strategic Assessment of Primary Health Care

and Local Government.
James S. Wunsch, Sylvanus Ikhide, Dele Olowu, and Oyewole Owolabi, February 1994,

An Assessment of Special Single Purpose Governments in Developing Countries.
Larry Schroeder, May 1994.

USAID Governance Initiative in Nigeria Phase I Report: Strategic Issues Workshops (Ife

and Zaria).
Associates in Rural Development, Inc. (ARD), June 1994.

Primary Health Care and Local Government in Nigeria: An Agenda of Key Policy Issues.
James S. Wunsch and Dele Olowu, July 1994.

USAID Governance Initiative in Nigeria Phase II Report: Draft Curriculum Modules and
Materials for LGA-PHC Participant Training in Governance.
Associates in Rural Development, Inc. (ARD), August 1994,

USAID Governance Initiative in Nigeria: Final Report.
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